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THB  ACOOmdAMIS     STDnEHTB    JOVBHAL. 

In  theee  days,  when  t&e  benefit  of  the  Charter  that 
has  knit  bother  into  one  body  corporate  the  TarionB 
societies  of  aceoontautB  la  beginning  to  be  felt;  when  the 
profcBsioDof  accoantancy  is  jadioiallyTeeogmBed;  when 
accotmt&iita'  etndents  are  bonding  themseheB  together 
to  more  readily  obtain  by  co-operation  the  knowledge 
ncoessaiy  to  pass  the  exominatioue  of  the  Instdtnte,  and 
to  be  enrolled  ag  Chartered  Accountants, — some  snob 
joDiTtal  as  the  one  we  intend  to  supply  would  appear  to 
be  necessary  in  the  interests  of  candidates  for  admis- 
sion into  the  Institnte,  in  order  to  chronicle  the  doings 
of  these  atndents'  societies,  and  to  place  before  atndents 
all  over  the  eonntry  the  lectures  and  debates  that  have 
tokoD  place  before  aocietles  of  which  tbey  are  precluded 
by  distance,  or  other  causes,  from  being  members.  It 
ia,  therefore,  with  this  object  in  view,  and  that  of 
enabling  those  students  who  have  not  the  means  of 
purchasing,  or  tlie  opportunity  of  seeing,  The  Aeeoantant 
newspaper  for  the  reports  of  these  lectnres,  that  we 
have  etarted  the  Accotmtant*'  Studentt'  Journal  at  a 
sabacription  fee  that  will  place  it  within  the  reach  of 
tfao  poorest  clerk  in  the  profession.  The  jonmal  will 
eontaiD  the  leetnreB  delivered  before  the  students' 
societies     for    tbe    month     preoeding    pablieation, 


together  with  editorial  and  other  matter  that  may  be  of 
special  Interest.  In  order,  however,  to  make  it  as 
comprehensive  as  posaible,  we  have  decided  to  include 
the  lectnres  that  have  already  ai^eared  In  The  Aeeoun- 
tant,  so  that  the  record  of  each  society  will  be  complete. 
For  this  purpose  we  shall  augment  the  size  of  the  paper 
by  four  pages — i,  e.,  the  first  three  or  fonr  numbers 
will  contain  twenty  pages  instead  of  sliteen.  Onr 
columns  will  be  open  at  all  times  for  the  disouBEden  of 
matters  affecting  students,  subject  only  to  considera- 
tions of  space  and  utility.  The  time  has  been  too 
short  to  enable  ns  to  make  complete  arrongementfl  for 
a  supply  of  literary  matter,  but  we  hope  to  be  judged 
more  by  the  indications  given  In  this  Issue  as  to  the 
Bcope  and  character  of  the  paper  rather  tlian  by  the 
actual  resolt  of  our  first  number. 

It  is  outintention  to  make  the  Aeeountanlt'  SttideuU' 
Journal  a  thoronghly  representative  organ,  and  we 
hope  to  receive  the  support  of  the  students  and  their 
well-wishers  towards  attdning  this  ol^'eot. 


JOINT   STOCK  c 

We  propose  in  this  and  following  articles  to  bring 
before  the  readers  of  this  journal  a  concise  view  of  the 
law  relating  to  the  various  aubjeete  that  will  have  to  be 
considered  by  students,  If  they  wish  (whoi  the  time 
comes)  to  "  satisfy  the  examiners."  The  Charter  pro- 
vides that  eiaminations  shall  be  held  upon  those 
matters  that  more  partionlarly  come  under  the  prac- 
tical notice  of  accountants  In  every-day  life ;  and  one 
of  tho  subjects  chosen  ia  tiie  law  relating  to  Joint 
Block  Companies.  This  will  be  the  subject  of  tho  pre- 
sent article,  and  of  those  immediately  following;  and  it 
Is  bopod  that  they  will  be  found  of  assistance  to  those 
for  whom  they  are  more  especially  Intended.  Now, 
the  formation  of  Joint  Stock  Companies  does  not 
appear  to  have  been  fraught  altogether  witii  benefit  to 
the  country.  If  we  take  some  of  the  best  fenom  com- 
panies established  upon  the  joint  stock  principle,  we 
find  that  although  they  may  for  years  have  p^d  divi- 
dends of  a  larger  amoont  than  ia  onstomary  in  sneh 
ondertakinga,  and,  indeed,  a  larger  amount  than  pradent 
I  basiaesB  men  would  consider  safe ;  and  although  such 


2    No.  1. 


THE  ACCOUNTANTS*  STUDENTS'  JOURNAL. 


Hat  1,  1883. 


dividends  may  have  been  fairly  earned, — ^yet  take  away 
the  original  nund  that  has  directed  the  enterprise,  and 
the  result  in  a  great  many  instances  is  rain  and  dis- 
tress to  thousands  of  people.    Take  the  well-known 
instance  of  the  Western  Bank  of  Scotland,  and  the 
still  later  instance  of  the  Glasgow  Bank,  both  at  one 
time  flourishing  institations  paying  large  dividends,  bat 
which  have,  throagh  snbseqaent  mismanagement,  ended 
in  disaster  and  wide-spread  distress,  the  effects  of  which 
are  yet  by  no  means  abated.    This  being  so,  we  can 
scarcely  regard  the  establishment  of  these  companies  as 
having  altogether  answered  the  expectations  originally 
entertained  of  them.    They  have  certainly  given  an 
impetus  to  enterprise,  and  have  enabled  undertakings 
to  be  promoted  and  carried  on  successfully  that  could 
not  otherwise  have  been  called  into  operation  for  want 
of  the  necessary  capital  to  support  them ;  but  it  may 
be  doubted  whether  the  benefit  they  have  conferred 
upon  the  nation  is  equal  to  the  wide-spread  ruin  they 
have  frequently  wrought.    Now  in  a  great  number  of 
companies  brought  out  at   the  present  time,  there 
are  two  well-defined  stages  that  usually  follow  with 
the  same  regularity  as  the  night  follows  the  day. 
The  first  is  the  promotion  of  the  company,  and  the 
second  is  the  winding  it  up.    Our  endeavour  in  these 
articles  will  be  to  throw  some  light  upon  the  promotion, 
management  and  winding-up  of  joint  stock  companies. 
It  is  as  well,  however,  that  the  student  should  see  in 
what  respect  a  company  differs  from  a  partnership,  and 
what  are  the  respective  liabilities  of  shareholders  and 
partners ;  and  a  few  remarks  on  those  subjects,  if  space 
permits,  will  not  be  out  of  place.    Now,  by  the  Com- 
panies Act,  1862,  which  has  for  its  object  the  con- 
solidation and  amendment  of  the  law  of  joint  stock 
companies,  it  is  provided  that  "  no  partnership  of  more 
than  twenty  persons  is  to  be  formed  for  the  acquisition 
of  gain  unless  it  is  registered  under  the  Act,  or  is  formed 
under  an  Act  of  Parliament  or  letters  patent,  or  unless 
it  is  formed  for  working  mines  within  the  jurisdiction 
of    the  stannaries."    It  appears,  therefore,  that  the 
number  of  shareholders  in  a  joint  stock  company  con- 
nsting  of  more  than  twenty  must  be  registered,  and  the 
object  of  the  company  must  be  the  acquisition  of  gain. 
That  object,  as  we  have  seen,  is  by  no  means  a  usual 

result,  but  it  is  in  itself  one  worthy  of  pursuit,  though 
frequently  difficult  of  attainment.  There  are  four  kinds 
of  companies  provided  for  by  the  Act,  viz.  (1).  A 
company  with  shares  in  which  the  liability  of  each 
member  is  limited  to  the  amount  unpaid  on  lus  shares, 
called  *'  ft  company  limited  by  shares*"    2t  A  company 


with  shares  in  which  the  liability  of  the  members  does 
not  exceed  the  sum  unpaid  upon  their  shares,  together 
with  such  sums  as  they  may  respectively  undertake  to 
contribute  on  the  company  being  wound-up,  called  **  a 
company  limited  by  guarantee."  8.  A  company  with- 
out shiures  in  which  the  liability  of  the  members  is 
limited  to  the  amount  which  they  may  respectively 
undertake  to  contribute  on  the  company  being  wound- 
up, called  *'  a  company  limited  by  guarantee."  4.  A 
company  with  shares,  but  with  unlimited  liability, 
called  "an  unlimited  company.'*  We  propose,  there- 
fore, to  deal  with  the  various  aspects  of  these  com- 
panies :  the  requisites  for  being  shareholders,  the  re- 
quirements of  the  Acts,  and  matters  necessary  to  be 
done  in  order  to  comply  with  those  requirements,  the 
management  and  administration  of  the  company,  and 
generally  the  provision?  of  the  various  Acts  for  the 
protection  of  the  shareholder,  as  well  as  his  liability 
after  he  has  disposed  of  his  shares  and  ceased  to  be  a 
member  of  the  company.  0.  L. 


IJVSBPOOL    OHABTEBED   AC0OUKTAKT8     STUDXKTS 

A8S0GUTI0N. 

Owing  to  most  of  the  reports  given  in  this  issue 
being  in  type,  we  shall  give  the  first  and  second 
meetings  of  the  above  Society  in  our  next  issue. 


BIRMINGHAM    ACCOUNTANTS'    STUDENTS' 

SOCIETY. 


The  inaugural  meeting  of  this  Sooiety  was  held  on  Thursday 
evening,  Oct  6th,  1882,  at  the  Queen's  Hotel,  Birmingham ;  the 
President,  Mr.  Edward  Carter,  F.C.A.,  being  in  the  chair. 
Among  those  present  were  Messrs.  0.  Holt  Oaldicott,  E.  M. 
Carter,  W.  Charlton,  A.  Edwards,  E.  W.  Forrest,  A.  H.  Gibson, 
C.  A.  Harrison,  F.  J.  Heathcote,  R.  L.  Impey,  J.  Slocombe, 
W.  T.  Smedley,  C.  T.  Starkey,  A.  B.  Johnson,  W.  A.  Addin- 
sell,  W.  D.  Callaway,  W.  E.  Fletcher,  G.  H.  Sargent,  J.  Wilkin- 
son, H.  F.  Woodward,  and  J.  B.  Ellerman  (Hon.  Sec.). 

Letters  of  apology  for  non-attendance  were  read  from 
Messrs.  Arthur  Wenham,  £.  T.  Peirson,  Walter  N.  Fisher, 
Bobert  Mayo,  John  Lewis,  G.  C.  T.  Parsons,  and  Howard  S. 
Smith. 

The  President  then  delivered  his  inaugural  address,  as 
follows : — 

Gentlemen,— In  rising  to  address  this  important  meeting,  I 
have  to  thank  the  members  of  the  Birmingham  Aooountants* 
Students'  Society  for  the  honour  they  have  conferred  upon  me 
by  electing  me  the  first  president  of  their  Sooiety.  I  should 
have  been  glad  if  the  President  of  the  Institute  of  Chartered 
Aooountants  in  England  and  Wales  could  have  been  prevailed 
upon  to  act  as  the  president  of  this  Society,  for  uen  you 
would  have  had  the  privilege  of  hearing  one  of  the  first  men  in 
the  profession,  and  of  reaping  the  benefit  of  his  vast  experi- 
ence, and  of  his  views  on  various  matters  of  interest  relating 
to  acooimtancy.  I  must,  however,  say  that  no  one  could  pos- 
sibly have  been  chosen  as  your  president  more  interested  than 
myself  in  everything  rdatmg  to  the  success  and  well-being  of 
the  Society.  I  think  I  must  first  say  something  as  to  the 
formation  of  this  "  Students*  Society,"  and  of  what  has  led  up 
to  it.  A  little  more  than  fifty  years  ago  there  were,  I  believe, 
only  two  aooountants  in  this  town  and  district ;  now  there  are 
upwards  of  two  hundred  firms  in  practice — an  increase  showing 
that  a  want  had  existed,  and  that,  as  generally  happens,  there 
were  personB  able  and  willing  to  sapply  that  wftnt.    Such  9k 
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sadden  development  of  a  profeBsion  is,  I  think,  nnpreoedented. 
It  was  no  particolar  invention  or  discoveiy  which  made  ao- 
floontanta  a  neoeBsity,  bat  simplj  the  great  general  oommerdal 
development  of  the  last  fiftj  years;  and  also  with  this  the 
mareh  of  intelleet,  and  that  in  £he  right  direction.  When  men 
owned  small  businesses  or  manofactories,  they  attended  per- 
ionaUy  to  every  detail,  and  were  perfectly  familiar  with  eveiy 
deparbnent.  A  man  woold  with  his  own  hand  show  his  men 
how  to  do  eaeh  part  of  the  work.  Bat  now  not  only  the  owners 
of  large  businesses,  bat  also  the  smaller  manufactarers,  find  it 
more  eoonomioal  to  pay  others  to  do  detailed  work,  while  they 
themselves  do  hardly  more  than  give  general  direotioas.  One 
of  oar  most  saeoessfal  mannfaotarers  was  some  years  ago 
lamenting  to  me  that  his  sons,  to  whom  he  had  given  np  his 
bosiness  (retaining  however  one-half  the  profits),  came  to  work 
at  hflif.past  nine  or  ten  in  the  morning,  which  ne  thought  was 
not  the  way  to  make  money.  His  habit,  on  the  oontnoy,  had 
been  to  open  the  works  in  person  at  six  o'clock  each  morning, 
and  to  remain  to  write  np  the  books  until  eight  at  night. 
Some  time  afterwards  I  told  the  son  his  father's  opinion. 
'*  Yeiy  true,'*  he  said ;  *'  but  the  governor  gets  now  more  than 
doable  the  profit  he  ever  had  when  he  worked  the  concern 
himsell"  The  old  man  had  forgotten  how  times  had  changed, 
thoagh  he  extremely  relished  the  double  profits  for  himself. 
I  mention  this  as  a  type  of  the  change  that  has  been  coming 
over  the  commercial  world  in  the  last  half  century.  Formerly 
each  man  bought  and  worked  np  his  own  raw  material,  and 
generally  disposed  of  the  same  mmself ;  bat  to  cany  on  busi- 
nesB  now  snooessfnlly  subdivision  is  a  necessity,  and  all  manu- 
facturers and  commercial  men,  whether  in  a  large  or  a  small 
way,  have  oome  to  know  that  large  profits  are  chiefly  made  by 
s  principal  finding  the  capitil,  and  the  brain-power  to  work  it. 
Of  course,  the  sons  in  the  case  1  referred  to  indulged  in  the 
loxuiy  of  an  accountant;  while  the  father  alwi^s  made  up  his 
own  accounts,  and  not  by  double  entry. 

The  Bankruptcy  Act  of  lfli9  in  some  measure  led  to  an 
increase  in  acoountanoy ;  the  preparation  of  bankrunts'  balance- 
sheets,  deficiency  and  other  elaborate  accounts,  which  had  to 
some  extent  beni  formerly  prepared  in  solicitors'  offices,  feU 
generally  into  the  hands  of  accountants;  also  the  hostile 
examination  of  the  filed  accounts  for  the  purpose  of  opposing 
the  bankrupt,  became  exclusively  the  work  of  accountants; 
and  veiy  exciting  and  interesting  work  it  was,  bringing  out 
skill  and  ability  to  a  great  extent.  About  this  time  also  the 
proprietors  of  large  works  or  extensive  basine^ses,  having 
neither  time  nor  inclination  to  do  the  work  themselves,  and  in 
some  eases  lacking  the  ability,  began  more  generally  to  employ 
accountants  to  mike  np  their  annual  trade  account. 

From  18-56  to  1862  various  Acts  of  Parliament  were  passed 
fT^ahlifig  limited  companies  to  trade  and  manufacture.  These 
were  not  at  first  made  use  of  to  any  great  extent ;  but  gra- 
dually they  began  to  be  understood,  and  after  1862  many  l^^e 
trading  concerns  were  transformed  into  companies.  This 
change  again  led  to  more  work  for  accountants,  although  at 
first  many  of  tiie  auditors  were  not  accountants,  but  only 
shareholders. 

The  passing  of  the  Bankruptcy  Act  of  1869  also  did  more  to 
inereoae  the  number  of  persons  calling  themselves  accountants 
than  any  of  the  other  causes  I  have  previously  mentioned. 

A  few  years  later  the  different  associations  of  accountants 
which  had  been  formed  (two  in  London,  one  each  in  Liverpool, 
llanehester,  and  Sheffield),  came  to  the  conclusion  that  some 
itep  should  be  taken  in  order  that  accountancy  might  be 
recognised  as  a  special  profession,  and  be  practised  in  the 
fature  only  by  those  who  had  been  specially  trained  for  the 
purpoee.  ICMiy  accountants  had  joined  one  or  other  of  the 
sssociations,  which  however  had  been  worked  on  separate  lines, 
snd  it  took  a  few  years  to  discover  that  it  was  only  by  union, 
and  by  sinking  their  individuality,  that  the  object  they  each 
had  in  view  could  be  accomplished.  The  result  of  their  joint 
eftirta  waa,  that  on  the  11th  May,  1880,  there  came  into 
existence  *'  Tbe  Institute  of  Chartered  Accountants  in  England 
iBd  Waleii"  flm  Ihe  by«-laws  wno  fnu&ed  and  passed  by  the 


members  of  the  Institute,  and  were  confirmed  at  a  meeting  held 
on  the  15th  March  In  this  year.  The  proposed  bye-laws,  how- 
ever, had  for  months  previously  been  In  circulation  amongst 
the  members,  and  consequently  clerks  had  already  discovered 
that  they  coiUd  not  slip  mto  the  profession  of  accountants  as 
heretofore.  Any  one  could  indeed  call  himself  accountant, 
but  the  word  *'  Chartered "  had  already  begun  to  have  some 
hold  on  the  public  mind. 

The  clerks  found  themselves  of  so  much  importance  in  the 
eyes  of  the  Chartered  Institute  that  outof  117  bye-laws  exactly 
one-third  referred  to  clerks  and  to  their  examinations.  Of 
course  it  set  them  thinking  what  steps  they  as  a  dass  shoald 
take,  to  obtain  all  the  benefits  which  the  Charter  could  give 
them.  Now  there  were  many  clerks  in  this  town  who  had 
chosen  the  profession  of  accountancy,  little  dreaming  they 
would  have  to  encounter  the  ordeal  of  an  examination  that 
required  some  skill  in  accounts.  However,  they  manf ally  rose 
to  the  occasion,  and  on  the  dav  before  the  bye-laws  of  the 
Institute  were  confirmed,  they  held  a  meeting  and  founded 
*«The  Birmingham  Accountants'  Students'  Society."  'ihey 
welcomed  the  opportunity  of  showing  themselves  able  to  be  and 
to  do  all  that  the  Charter  of  the  Institute  and  its  byelaws 
required  of  them,  and  to  prove  themselves  worthy  of  the  trust 
and  confidence  reposed  in  skilled  accountants. 

The  first  cucular  issued  in  connection  with  the  ^  Birming- 
ham Accoantants'  Students'  Socie^  "  was  dated  the  16th  Feb- 
ruary  in  this  year ;  the  first  meeting,  as  I  before  stated,  was 
held  on  the  Uth  March,  and  the  rules  were  passed  at  a  meet- 
ing held  on  the  4th  May  last.  Up  to  the  present  time  there 
have  been  held  four  general  meetings  of  members,  and  ten 
meeting!  of  the  committee.  The  minutes  of  these  meetings 
are  all  entered  in  the  minute  book  in  due  form.  In  a  few 
weeks  after  it  had  been  determined  to  form  the  society,  every- 
thing was  in  working  order.  I  think,  gentlemen,  that  the  pro- 
fessional ability  and  the  business-like  despatch  of  the  members 
of  the  society,  in  this  their  commencement,  cannot  be  too 
highly  commended;  and  if,  when  they  become  Chartered 
Accoontants,  they  give  their  dients  the  benefit  of  the  same 
promptitude  and  earnestness,  they  will  deserve  and  ensure 
success. 

The  Birmingham  Accountants'  Students'  Society  numbers 
already  64  ordinary  members,  all  of  whom  within  the  next  five 
years  should  become  Chartered  Accountants ;  and  very  much 
will  be  expected  of  the  pioneers  of  this  new  movement.  There 
are  also  23  honorary  members,  but  the  list  of  these  is  not  yet 
by  any  means  in  a  complete  state.  The  officers  of  the  society 
are  set  out  in  the  very  tasteful  circular  convening  this  meeting ; 
and  as  some  gentlemen  present  may  not  have  seen  it,  I  will 
just  read  over  the  names ;  but  I  must  first  call  attention  to  one 
very  serious  omission  in  the  list  of  officers.  This  society  of 
embryo  auditors  has  no  auditor,  nor  is  any  provision  made  for 

one. 

The  names  are :— President,  Edward  Carter,  F.C.A.; 
Vice-President,  Charles  A.  Harrison,  F.C.A. ;  Hon. 
Treasurer,  A.  B.  Johnson,  Articled  to  Carter  and  Carter, 
33  Waterloo  Street,  Birmingham;  Hon.  Secretary,  J.  B. 
Ellerman,  Articled  to  Smedley  and  Corder,  67  Colmore 
Bow,  Birmingham ;  Hon.  librarian,  G.  H.  Sarganl,  22 
Waterloo  Street,  Birmingham.  Committee,  O.  H.  Caldicott, 
F.C.A.;  W.  A.  Addinsell  (Chairman),  Articled  to  W.  N. 
Fisher;  B.  L.  Impey,  F.C.A.;  W.  D.  Callaway,  Articled 
to  Hill  and  Parsons;  Howard  S.  Smith,  F.C.A. ;  W.  E. 
Fletcher,  Articled  to  Mayo  and  Thombury ;  G.  H.  Sargant, 
Clerk  to  Laundy  and  Co.;  John  Wilkinson,  Clerk  to 
W.  N.  Fisher ;  H.  P.  Woodward,  Clerk  to  Carter  A  Carter. 
The  following  gentlemen  have  ahready  promised  to  be- 
come honorary  members :— Messrs.  0.  3.  Caldicott,  Bdvard 
Carter,  E.  Harold  Carter,  Eric  Mackay  Carter,  W.  N.  Fisher, 
C.  A.  Harrison,  B.  L.  Impey,  R.  Mayo,  Howard  8.  Smitii, 
Joseph  Slocombe. 

The  gentlemen  on  the  committee  are  not,  I  am  sure,  liJcely 
to  forget  the  Birmingham  motto,  and  you  may  rely  upon  good 
progrsM  beln^  nsde  hj  the  Societ7  aad«r  their  mansgement, 
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and  they  are  now  readj  efficiently  to  deal  with  every  matter 
that  may  arise.  I  would  urge  all  clerks,  who  intend  hecoming 
Cnartered  Accountants,  to  join  this  Society.  The  larger  the 
numher  of  memhers,  the  greater  will  he  toe  honefit  to  each 
individual.  With  a  full  aociety,  the  dehates  and  the  meetings 
will  he  more  interesting  and  more  useful.  Knowing  one 
another  will  of  itself  do  good.  I  hare  seen  with  astonishment, 
how  little  the  memhers  of  the  profession  in  this  town  know 
each  other.  I  have  heard  that  a  gentleman  in  practice  here  for 
twenty  years,  had  never  spoken  to  another  who  had  been  in 
practice  for  the  same  time.  I  hope  such  a  state  of  things  is 
now  passed. 

Before  this  time  next  year,  I  trust  the  numher  of  ordinary 
members  will  have  very  largely  increased,  and  that  there  will 
he  a  goodly  increase  also  in  the  honorary  members.  I  do  not 
propose  going  throngh  the  very  good  Bules  of  the  Society,  or 
attempting  to  discuss  them.  In  five  years  there  will  be  an 
entirely  new  body  of  ordinary  members,  and  that  time  will 
show  if  any,  and  what,  alterations  will  be  beneficial.  The 
Bules  at  present  are  amply  sufficient  for  their  purpose,  and  re- 
flect great  credit  on  the  gentlemen  by  whom  they  were  drawn 
up. 
The  first  rule  is  the  rule  of  the  Society,  and  I  will  read  it : 
'^That  the  society  be  called  The  Birmingham  Account- 
'*  ants'  Students'  Society,  and  shall  consiat  of  horibrary  and 
"  ordinary  members.  Its  objects  shall  be,  the  advancement 
'*  of  its  members  in  the  knowledge  and  study  of  Account- 
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ancy 


Accountancy,  as  is  well  known,  is  the  profession  of  a  man 
skilled  in  accounts ;  in  the  same  way  as  a  lawyer  is  skilled  in 
law,  a  physician  in  medicine,  or  a  statesman  in  the  art  of  gov- 
eming ;  and  the  more  skilful  each  member  of  a  profession  is, 
the  higher  is  tlie  position  of  that  profession,  both  as  to  its  use- 
fulness, and  the  regard  and  respect  in  which  it  is  held  by  the 
whole  community.  I  venture  to  predict  that  in  the  future  no 
profession  will  deserve  to  stand  higher  in  public  estimation  than 
that  of  a  Chartered  Accountant. 

I  should  like,  gentlemen,  very  briefly  to  consider  what  are 
the  various  departments  or  branches  of  accountancy.  The 
oldest,  I  believe,  is : — The  making  out  of  accounts  for  the  Court 
of  Chancery  and  other  law  courts  ;  the  making  out  of  executor- 
ship accounts,  and  of  the  accounts  of  estates ;  the  making  up  of 
balance-sheets,  of  trade  accounts,  of  profit  and  loss  accounts  for 
commercial  and  professional  firms  and  individuals  ;  the  auditing 
of  the  accounts  of  public  bodies  and  societies,  of  limited  and 
other  public  companies ;  the  investigation  of  any  accounts  re- 
ferred either  for  deciaioa  or  for  an  opinion.  These,  I  consider, 
are  the  branches  of  the  profetsion  which  itill  require  akill  in 
accounts,  but  there  are  other  branches  which  may  be  con- 
sidered as  belonging  to  the  profession,  though  requiring 
rather  general  knowledge  of,  than  skill  in,  accounts:— 
secretarial  work;  bankruptcy  and  liquidations,  snch  as  being 
receiver  and  trustee  in  bankruptcy  or  liquidation;  the  li- 
quidation of  public  companies ;  the  promotion  of  public  compa- 
nies ;  insurance  agency. 

Now,  gentlemen,  how  are  the  ordinary  members  of  this 
Society  to  advance  in  the  knowledge  of  edl  these  things  ?  A 
man  may  study  for  yeara  and  pass  his  examinations,  but  when 
he  begins  to  practise  in  a  profession  he  may  find  himself 
utterly  bewildered.  With  an  articled  clerk  in  an  accountant's 
office,  in  the  same  way  as  with  an  articled  clerk  in  a  solicitor's 
office,  study  and  practice  go  on  together,  and  cannot  be 
separated.  Theory  alone  will  fail  when  it  is  attempted  to  be 
put  in  practice,  and  book  knowledge  cannot  provide  for  all  and 
every  contingency.  Occasionally  we  meet  with  bookkeepers 
who,  after  having  been  shown  how  accounts  should  be  kept, 
have  gone  on  different  and  mistaken  systems,  which  they  have 
ignorantly  contended  are  laid  down  in  a  certain  book  on 
accounts  which  has  been  carefully  followed  by  them,  and  with 
-which  they  intend  putting  the  accountant  straight.  The  books 
of  accounts  which  are  published  cannot  give  a  reference  to  the 
different  classes  of  trading  and  manufacturing,  nor  to  the 
TAriet^  of  oases  wh^re  mpdi^cationa  are  adviaable  and  neces- 


sary. Lawyers  have  law  books,  which  give  references  to  bo 
many  cases  that  have  been  tried  and  decided,  that  they  can  aee 
how  almost  every  variety  of  case  should  be  treated,  and  adviae 
accordingly.  Bnt  in  accounts  this  cannot  be  done,  and  the 
more  you  practise,  Ibe  more  you  will  see  how  seldom  two 
similar  concerns  in  the  same  trade,  with  their  books  correctly 
kept,  are  the  same  in  the  detail  of  their  accounts.  On  the 
whole,  I  think  this  is  rather  an  advantage  than  otherwise  to  the 

accountant. 

I  presume  each  member  of  the  society  has  seen  the  qnestiona 
set  for  the  examinations  in  July  last.  Those  for  the  pre- 
liminary examination,  I  am  told,  are  such  as  oould  be  answered 
by  most  of  the  boys  leaving  our  Birmingham  Qrammar  School. 
I  do  not  propose  dealing  with  this  preliminary  examination,  aa 
unless  a  young  man  passes  it  he  cannot  become  a  member  of 
this  society.  There  are  questions  set  which  no  amount  of 
cramming  would  enable  me  to  answer ;  and  I  and  many  othera, 
are,  I  am  sure,  most  grateful  to  Her  Majesty,  for  dispensing 
with  an  examination  for  those  accountants  already  in  practice. 

The  rising  generation  have  many  privileges  and  advantages, 
and  amongst  them  is  that  of  frequent  examinationa.  There 
has  been  discussion  as  to  the  desirability  of  such  a  preliminary 
examination  for  an  accountant's  clerk ;  but  high  education  being 
now  accessible  to  all,  I  think  a  high  standard  of  examination 
is  a  good  test  of  the  proficiency  and  ability  of  those  lads  who 
wish  to  become  members  of  our  profession. 

No  intermediate  examination  has  yet  been  held,  it  being  ap- 
plicable in  due  time  to  those  only  who  have  passed  the  prelimin- 
ary examination. 

The  final  examination  deals  entirely  with  practical  subjects. 
The  questions  on  bookkeeping,  and  indeed  throughout,  so  far  aa 
they  relate  to  commercial  matters,  are  chiefly  in  connection  with 
the  business  of  a  merchant.  Technically,  a  merchant  is  one  who 
ships  goods  abroad  on  his  own  account  and  in  the  same  way  re- 
ceives goods  from  abroad :  and  in  London  such  a  merchant  has 
certain  privileges,  such  as  not  being  liable  to  serve  on  the  in- 
ferior juries ;  and  this  is  so  well-known  to  Londoners,  that  by 
the  term  "  merchant"  they  generally  understand  a  foreign  mer- 
chant only ;  so  that  the  questions  to  a  London  student  would 
convey  a  different  meaning  to  that  which  perhaps  a  Birmingham 
student  might  attach  to  them,  and  there  would  be  some  slight 
variations  in  the  answers  ;  but,  on  the  whole,  the  questions  do 
not  appear  very  difficult. 

Moat  of  the  questions  on  auditing  should  readily  be  answered 
by  a  student  of  five  years'  standing. 

Those  on  the  adjustment  of  partnership  and  executorship 
accounts  are  not  difficult  to  answer.  I  consider,  however, 
that  the  adjusting  of  partnership  accounts  belongs  more  properly 
to  ordinary  b:  ok  keeping  and  to  the  auditing  of  the  accounts  of 
private  firms  as  they  occur  year  by  year. 

The  questions  asked  aa  to  the  rights  and  duties  of  liquidators, 
truatees,  and  receivers,  and  also  as  to  bankruptcy  and  common 
law,  do  not  touch  much  upon  accounts,  and  require  law  reading, 
rather  than  practice  in  accounts,  to  enable  the  student  to  answer 
them.  They  rather  support  my  opinion  that  skill  in  accounts 
is  not  an  absolute  necessity  for  many  of  those  dutiea .  I  do  not 
deny  that  some  knowledge  of  accounts  is  necessary,  but  akiU  Is 

not. 

The  queations  on  mercantile  law  and  the  law  of  arbitration 
have  not  much  reference  to  accounts  ;  but  the  former  should  be 
familiar  to  every  accountant  who  has  to  do  with  the  annaal 
accounts  of  tradins  firms.  Some  knowledge  of  both  these  subjects 
is  necessary  to  a  skilled  accountant. 

Now  we  come  to  the  question  of  passing  examinationB. 

How  can  students  be  enabled  to  pass  these  examinations,  as 
they  muBt  do,  to  become  Chartered  Accountants  ?  Only  in  the 
manner  so  truly  stated  in  your  first  rule,  namely,  by  "  knowledge 
and  study."  Study  is  absolutely  necessary  to  obtain  the  suffi- 
cient knowledge,  and  the  fortnightly  meetings  to  be  held  will 
greatly  facilitate  such  studies.  Although  I  have  never  examined, 
or  lectured,  or  taught,  yet  you  will,  perhaps,  pardon  me  If  I  ven- 
ture to  dcetch  out  the  course  which  I  should  wish  to  be  pursue^ 
if  I  were  now  a  student. 
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At  one  meeting  I  would  hare  a  prelimioary  discussion  of  the 
questions  set  at  the  last  examination  on  the  subject  of  book- 
keejoog,  to  decide  the  meaning  of  different  words  or  eentencea  in 
the  qneationa,  if  there  should  be  two  opinions  about  them.  Before 
the  next  meeting  each  student  should  write  out  his  answers  to 
the  qne«tions  discussed,  and  at  the  meetings  giro  in  his  answers, 
and  submit  them  either  to  three  of  the  members  who  were  presbnt 
at  the  prerions  discussion,  or  to  your  three  honorary  members, 
who  would  decide  which  are  the  best  answers  to  each  separate 
questloa. 

At  the  third  meeting  these  prise  answers  can  be  discussed,  and 
the  questions  on  the  next  subject  will  undeigo  a  preliminary  dis- 
cussion as  in  the  former  case.  I  think  the  adoption  of  such  a 
oonree  would  not  only  be  interesting,  but  would,  by  fSftmiliarising 
you  with  examinations,  assist  you  in  psssing  them.  Then  when 
the  list  of  those  books  which  are  recommended  for  study  for  the 
next  examination  is  out,  I  would  suggest  the  engagement  of  a 
apecial  lecturer,  who  would  at  your  meeting  keep  as  mnch  as 
possible  to  the  points  which,  in  his  opinion,  will  be  the  subjects 
of  the  next  examination.  At  some  following  meeting,  each 
student  should  submit  his  idea  of  the  questions  likely  to  be  set  by 
the  examiners.  Tour  lecturer  should  then  settle  upon  a  list  of 
questions,  to  which  your  replies  should  be  ready  for  discussion  at 
another  meeting,  and  so  on.  This  would,  I  imagine,  prevent 
time  being  unnecessarily  occupied  in  reading  up  the  subjects; 
and  it  would  enable  students,by  a  constant  interchange  of  thought 
and  of  ideas,  to  see  a  subject  in  all  its  Tarious  bearings. 

The  results  of  the  Chartered  Institute  examinations  in  July 
last  hare  been  as  follows :— Preliminary :  maximum  number  of 
marks,  800  ;  examined  13»  passed  5 :  the  numbere  obtained  by 
the  saccesaful  candidates  ranged  from  335  to  493  marks.  Final : 
maTimnm  number  of  marks,  600 ;  examined  25,  passed  16 :  the 
nnmben  obtained  b^  the  successful  candidates  ranged  from  322 
to  457,  so  that  judgmg  simply  by  the*  number  of  marks  success 
haa  hundly  yet  been  obtained.  Considering  that  there  were  no 
precedents  for  this  examination,  I  think  you  will  agree  with  me 
that  some  of  the  candidates  for  the  final  examination  haye  done 
ezoeedingly  weU. 

Tou  must  AoweTcr  remember  that  you  msy  have  adfanoed 
sufficiently  in  the  knowledge  and  study  of  accountancy  to 
pass  all  these  examinations,  and  yet  not  be  a  skilled  Account- 
ant :  you  may  be  able  to  put  all  your  knowledge  into  practice, 
hut  eren  that  is  not  sufficient.  An  accountant  is  expected  to 
know  much  more  than  all  this,  and  whilst  tou  are  a  student 
it  should  be  your  endesTour  to  acquire  knowledge  not  only  by 
study,  but  still  more  by  practice ;  and  you  should  let  no  oppor- 
tunity pass  of  acquiring  a  practical  knowledge  of  details. 
When  a  manufacturer's  accounts  are  made  up  at  the  end  of 
ihe  year,  and  there  has  been  a  loss,  perhaps  a  heavy  loss,  he 
then  will  ask  his  accountant  for  suggestions :  then  oome  inres- 
tigations  as  to  percentages  of  prime  cost,  dead  charges,  depre- 
ciation, powen  of  increasing  production,  cheaper  labour  in 
production,  reduction  of  staff,  change  of  the  o£i  manager  or 
f4>reman,  and  other  thingjB  which,  so  long  as  the  profit  has  been 
satiflfiactory,  haye  been  disregarded  by  the  manufacturer.  Now 
an  accountant,  in  thus  ad?ising  his  client,  has  to  abandon 
theory  and  to  be  intensely  practical,  he  must  be  almost  confi- 
dent as  to  what  he  recommends ;  if  possible,  he  should  speak 
from  some  experience,  and  he  must  be  content  simply  to  make 
suggestions,  rather  than  urge  his  opinions  strongly. 

Gentlemen,  aooountants  are  sometimes  told  tnat  their  yoca- 
tion  is  simply  to  make  out  accounts  for  their  clients,  and  that 
they  are  stepping  out  of  their  proper  sphere  when  they  ad- 
yise  how  the  business  can  be  better  carried  on.  I  do  not 
agree  with  this  yiew,  but  I  allow  that  such  adrice  has  to  be 
given  yery  carefully  and  judiciously,  and  hardly  at  all  by  young 
beginners,  flow  many  cases  do  we  all  know,  of  men  brought 
up  to  no  business  in  particular,  and  knowing  little  or  nothing 
of  commerce,  potting  their  £1,000  or  £2,000  or  £5,000  or  more 
into  a  business  quite  strange  to  them  ?  In  such  cases  would 
not  the  accountant  be  doing  a  positiye  wrong,  should  he  omit 
to  point  out  matters  to  his  client  if  the  necessity  arose  7  Again, 
it  should  neyer  be  said  by  a  bankrupt  that  he  would  haye 


pulled  up  sooner,  but  his  accountant  would  not  let  him.  In 
truth  the  adrice  is  generally  giTen  the  other  way.  Another 
thing  is  sometimes  expected  of  an  accountant,  which  no  exami- 
nation is  likely  to  touoh.  Limited  companies  spring  daily  into 
existence,  the  accountant  is  instructed  to  originatethe  whole  of 
the  bookkeeping,  from  the  yery  smallest  paper  upwards.  If, 
for  instance,  it  be  a  Colliery  Company,  he  must  prepare  wages' 
tickets  and  books,  store  tickets  and  books,  sale  tickets,  weighing- 
machine  books,  and  eyery  book  on  the  place;  and  then  the 
habits  and  prejudices  of  the  people  who  wUl  haye  to  keep  the 
books  must  be  studied,  or  the  system  will  be  found  not  to  work, 
and  then  to  his  disgust  the  accountant  has  somewhat  to  modify 
his  system  to  suit  the  ignorance  of  these  persons.  Again,  how 
often  do-  direoton  of  public  companies  ssk  questions  of  audi- 
tors, the  answers  to  which  are  not  to  be  found  in  any  books  on 
aocounts. 

From  what  I  haye  said,  you  will  gsther  that  I  consider  an 
accountant  should  not  only  haye  skilled  and  technical  know- 
ledge of  accountancy,  but  he  ahould  also  be  possessed  of  good 
sound  practical  common  sense.  When  he  is  with  his  iron- 
master client,  rolling.miUs  and  puddling  furnaces  should 
interest  him;  with  his  brewer  client,  he  should  show  some 
interest  in  hops  and  malt;  at  a  colliery,  he  should  burrow 
underground  (this  I  hare  always  taken  care  to  ayoid)  ;  with  a 
miller,  he  ahould  wear  a  white  hat,  and  so  on.  Then  whenever 
or  whereyer  you  may  meet  your  client^  the  contents  of  his  last 
balance-sheet  should  initantiy  flash  on  your  memory ;  nothing 
giyes  a  client  more  satisfiMtion,  than  to  belieye  his  affiaini  are 
of  80  much  importance,  that  you  cannot  forget  them. 

Ton  will  do  well  also  to  study,  or  at  any  rate  to  notice,  yarions 
forms,  circulars,  and  other  things  in  use  in  commereial  oirdes, 
that  you  may  haye  an  insight  into  the  way  business  is  trans- 
acted. I  haye  heard  of  accountanta  who  could  not  decently 
draw  an  ordinary  commeroial  bill  of  exchange,  many  haye  not 
seen  bills  of  exchange  in  sets,  or  bills  oflading,  or  bought 
notes,  or  sale  notes,  or  a  policy  underwritten  at  Lloyd's ;  now 
sometimes  these  things  are  put  before  you  as  one  able  to  giye 
an  opinion,  and  it  is  well  not  to  be  quite  ignorant  of  them, 
but  quietly  and  unostentatiously  to  gain  some  knowledge  of 
them  (carefully  ayoiding  anything  that  might  look  like  prying 
into  matters  that  do  not  concern  you),  so  that  you  may  bo 
familiar  with  eyery  sort  of  detail  which  may  crop  up  in  any 
account  that  may  come  before  you.  Gentlemen,  each  one  of  us 
has,  and  always  nill  haye,  much  to  learn  in  the  practice  of 
accountancy,  and  we  see  the  same  in  eyery  other  profession. 

Now  I  would  call  your  attention  to  specialties  amongst 
accountants.  In  London  these  are  more  deyeloped  than  in  the 
proyinoes.  There,  I  belieye,  you  will  find  a  class  of  ac- 
countants, whose  clients  are  nearly  all  brewers,  or  engaged  in 
trades  connected  with  brewing;  another  dass  fayour  wine  mer- 
chants; another  millers;  another  builders;  another  drapen; 
another  grocers;  another  the  leather  trade,  and  so  on.  In 
Birmingham  this  has  not  hitherto  been  the  case,  we  haye  been 
satisfied  with  beinc  oonsidered  good  all-round  men.  Hy  adyice 
to  students  is  to  do  all  their  work  well,  but  at  the  same  time 
to  try  and  exoel  in  some  one  branch,  and  to  obtain  a  name  for 
so  doing.  The  Council  of  the  Chartered  Institute  has  power 
to  allow  an  articled  clerk  to  pass  part  of  his  time  in  some 
other  pursuit,  and  this  has  already  been  exereised  in  fayour  of 
a  clerk  who  intended  to  take  up  a  apecial  branch. 

Now,  as  to  the  best  time  of  life  for  commencing  practice. 
I  think,  unless  it  is  as  partner  in  an  already  established  firm, 
the  age  of  twenty-fiye  is  quite  young  enough.  It  is  not  until  a 
clerk  is  almost  out  of  his  articles  that  his  principals  can,  eyen 
in  ordinary  cases,  commit  audit  or  other  work  to  his  sole  charge, 
and  in  the  following  two  or  three  yean  he  obtains  more  prac- 
tical knowledge  than  in  the  preyious  fiye  or  six.  By  the  age 
of  twenty-five  he  should  haye  attained  to  that  tact,  method, 
accuracy,  punctuality,  patience,  and  courteqr  which,  together 
with  steadiness  and  hara  work,  are  necessary  for  great  success 
in  the  profession;  and  he  will  be  ready  to  practise  all  the 
yirtues  of  the  profession,  eyen*  if  he  cannot  obtain  all  its 
rewards. 
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Many  yeara  since,  when  I  lived  in  Germany,  I  read  of  some 
town  officials  who,  on  being  inducted  into  office,  were  exhorted 
to  do  their  work  as  if  the  eyes  of  their  fellow-citUEenB  were 
always  upon  them.  Gentlemen,  if  accountants  will  act  in  this 
manner  they  will  do  well ;  but  I  wtil  go  further  and  say  with- 
out any  hesitation,  that  those  who  do  their  work  as  if  the  eye 
of  their  God  was  upon  them  do  best  of  all. 

Some  people  say  that  the  profession  of  accountants  is  over- 
crowded ;  but,  gentlemen,  look  at  the  benighted  multitudes  who 
do  not  employ  us.  My  complaint,  however,  is  that  there  are 
not  a  sufficient  number  of  skilled  accountants,  and  I  say  skilUd 
specially.  Up  to  1869  almost  every  accountant  in  practice  was 
obliged  to  show  some  skill  in  accounts,  or  he  had  but  little  to 
do ;  he  might  pick  up  other  work, — secretarial,  insurance,  or 
what  not,-— but  not  work  requiring  skill.  Before  1869  Bir- 
mingham was  the  bankruptcy  centre  for  a  very  large  district,  and 
all  bankruptcy  proceedings  arising  in  that  district  were  carried 
on  here.  Then  came  the  1869  Act,  which  made  a  sweeping 
change.  "Wherever  a  County  Court  judge  sat,  there  was  a  bank- 
ruptcy coort  with  all  its  machinery,  excepting  that  of  the  official 
assignee,  whose  office  was  then  done  away  with,  and  in  his  stead 
receivers  were  appointed  by  the  court,  and  trustees  by  the  cre- 
ditors, to  wind-up  estates  in  bankruptcy.  Within  a  few  years 
accountants  doubled  in  number,  and  we  find  that  accountants, 
whilst  practising  in  their  profession,  were  also  agents  of  various 
sorts — auctioneers,  baili£b  and  brokers,  debt  collectors,  clerks  to 
solicitors,  law  stationers,  hatters,  tailors,  publicans,  keepers  of 
refreshment  rooms,  wine  merchants,  and  so  on.  Can  you  wonder 
that  the  skilled  accountants  applied  for  the  Charter,  so  that  some 
distinction  might  be  made  between  skilled  accountants  and 
others  ?— the  otiiers  bein^  chiefly  those  whose  practice  for  the 
moat  part  consists  in  receiverships  and  trusteeships,  which  do  not 
require  ikiUed  accountancy. 

Have  yon,  gentlemen,  ever  thought  of  comparing  the  cost  to 
the  nation  of  receivexs  and  trustees  doing  the  work  of  the  official 
assignees  ?  In  the  Birmingham  district  (which  I  believe  waa  the 
largest  hi  the  provinoea),  there  was  at  last  but  one  official 
assignee,  with  his  staff  of  clerks  and  his  offices.  I  do  not  see 
how  the  whole  of  the  salaries  and  expenses  could  have  been 
£4,000  a  year,  notwithstanding  the  size  of  the  district.  Tboro 
are  gentlemen  present  who  know  more  of  these  things  than  J  do, 
and  can  say  if  I  have  placed  the  amount  at  too  low  a  figure.  But 
all  the  gentlemen  present  cannot  together  say  what  is  no#  the 
annual  charge  for  similar  work  over  the  same  district.  Will  it 
amount  to  the  £4,000,  or  will  not  £40,000  a  year  be  nearer  to  the 
amount  ?  How  else  could  all  the  so-called  accountants  in  little 
towns  and  large  towns  engaged  mainly  in  such  work  gain  a  living 
as  they  do?  Were  official  assignees  again  to  be  appointed,  the 
loss  to  accountants  would  be  enormous,  and  the  gain  to  the 
public  would  be  proportionately  great.  Unskilled  accountants 
might  succumb,  but  skilled  accountants,  although  they  might 
lose  some  work,  would  gain  in  the  respect  of  the  public,  and  I 
believe  ultimately  in  pocket. 

I  have  already  remarked  upon  the  work  which  I  consider 
may  be  said  to  require  skill,  and  I  would  just  say  that  such 
work,  even  if  not  the  most  profitable  in  itself,  is  yet  the  most 
desirable,  for  it  means  permanency.  Some  accountants  in 
this  town  have  retained  clients  and  work  for  thirty,  forty,  or 
even  more  years  ;  these  introduce  new  clients,  and  there  is  an 
evenness  of  work  throughout  the  year  which  is  not  seen  in 
offices  where  the  work  is  chiefly  that  which  1  class  as  un- 
skilled. 

Has  it  ever  struck  you,  gentlemen,  to  inquire  how  it  is  that 
only  in  this  kingdom  does  accountancy  flourish  ;  and  why  there 
is  no  corresponding  profession  on  the  Continent,  or  even  in 
America  7  In  Germany,  France,  Belgium,  Switserland,  and 
elsewhere  there  are  some  gigantic  busftiess  concerns  (though 
but  few  as  compared  with  England)  in  the  hands  either  of 
private  firms  or  of  public  companies.  The  former  class  do  not 
appear  to  call  in  outside  professional  assistance  ;  and  the  latter 
somehow  get  on  without  it,  or  else  a  government  official  goes 
through  a  portion  of  the  accounts.  When  abroad,  having 
ocoasioiially  to  state  my  profession  or  occupation,  either  to 


officials  or  to  private  friends,  I  have  with  the  latter  invariably 
had  to  state  what  it  meant,  as  it  was  a  profession  unknown  in 
their  country,  and  the  idea  was  quite  new  to  them.  I  have 
explained  fully,  but  have  been  answered  that  theur  men  of 
business  were  clever  enough  themselves  to  ascertain  their  pro- 
fits, and  the  state  of  their  liabilities  and  assets ;  and  in  respect 
of  trading  companies,  they  could  not  be  made  to  understand 
why  shai^olders  of  a  company,  who  elected  the  directors, 
should  ^ect  another  official  to  see  that  the  elected  directors  do 
not  render  false  accounts ;  and  the  polite  bow  or  the  contemp- 
tuous shrug  showed  me  their  opinion  of  oxur  men  of  business, 
and  particularly  of  those  who  employed  accountants.  Verily, 
gentlemen,  accountancy  abroad  is  at  a  very  low  ebb,  and  can 
hardly  be  said  to  exist.  In  America  there  are  some  clever 
experts,  who  practise  I  believe  chiefly  in  connection  with  the 
law  courts  and  arbitrations.  One  'such ;  heavy  arbitration 
account  came  through  my  hands,  and  it  was  most  artistically 
put  together,  and  cleverly  carried  on  throughout.  Once  one  of 
my  olerks  went  to  America  to  get  a  living  as  accountant  or  as 
accountant's  clerk,  but  he  soon  returned,  unable  to  flnd  work. 
I  may  say,  however,  that  he  had  previously  visited  Jerusalem 
with  the  same  object  in  view.  Gentlemen,  I  place  the  profes- 
sion of  accountancy  in  the  very  highest  rank  in  respect  to  its 
usefulness  to  those  in  oommercial  life  who  avail  themselves  of 
its  services.  It  has  been  said  that  no  man  is  a  hero  to  his 
valet ;  so  I  consider  no  man  whose  books  are  gone  through 
yearly  can  deceive  his  accountant  as  to  his  real  business  posi- 
tion, however  he  may  impose  on  his  oo-traders,  his  family,  or 
even  on  himself.  His  solicitor  knows  generally  only  tiiose 
isolated  matters  on  which  he  may  be  consulted ;  his  surgeon 
^  only  knows  his  diseases,  aggravated,  he  suspects,  by  business 
or  other  anxieties ;  but  no  one  is  so  fully  trusted,  or  has  so 
much  of  his  confidence,  as  his  accountant.  Gentlemen,  this  is 
a  most  important  trust,  and  it  behoves  every  member  of  the 
profession,  and  every  individual  in  his  employ,  to  take  the 
utmost  care  that  this  confidence  is  in  no  way  abused.  This 
applies  equally  to  trading  companies  and  to  individuals. 
Neither  by  word,  look,  or  hint  should  any  person  be  able  to 
guess  that  your  opinion  of  your  client's  position  is  anything 
but  the  verv  highest.  My  experience  is  that  information  is 
more  carefuUy  kept  close  in  the  accountant's  profession  than 
in  any  other,  and  considering  the  large  number  of  persons 
engaged  in  it,  the  fact  is  most  creditable  to  all,  but  particularly 
so  to  the  subordinates  in  the  offices. 

Gentlemen,  an  accountant  should  possess  a  sound  constitu- 
tion, be  temperate  in  his  habits,  and  regular  in  his  life ;  and 
I  should  say  to  any  young  man  who  does  not  combine  good 
health  with  his  other  qualifications,  that  he  had  better  find 
some  other  vocation ;  for  it  is  essential  to  his  continued  suc- 
cess ;  whether  the  accountant  be  well  or  ill,  balance  sheets 
must  be  auditc  d  and  signed  by  a  certain  day,  fixed  appoint- 
ments must  be  kept  as  they  come  round,  and  at  certain  times 
of  the  year  rest  is  almost  an  impossibility.  Gentlemen,  every 
other  profession  has  its  very  old  practitioners.  Lawyers,  sur- 
geons, physicians,  clergy,  and  others ;  but  where  are  the  very 
old  accountants?  I  know  but  of  one  in  this  town  and  district, 
and  I  do  not  know  of  another  over  sixty-five  years  of  age. 

Gentlemen,  I  have  already  congratulated  you  on  the  estab- 
lishment of  this  flourishing  society,  and  it  only  remains  to 
express  my  wish  that  its  prosperity  may  be  oomplete  and 
permanent,  and  my  hope  that  every  ordinary  member  of  the 
Birmingham  Accountants'  Students'  Society  may  in  due  time 
become  a  successful  and  distinguished  member  of  the  Institute 
of  Chartered  Accountants. 

Mr.  C.  A.  Harrison  (the  Vice-President  of  the  Society)  then 
addressed  the  meeting,  and  congratulated  the  members  upon 
the  inauguration  of  the  institution.  If  he  might  say  a  word  to 
the  students,  in  addition  to  what  had  fallen  from  the  President 
in  reference  to  the  high  character  which  accountants  should 
seek  to  attain,  he  would  say  that  a  result  of  his  experience  was 
that  next  to  hia  religion  a  man  should  put  his  business,  and 
then  his  relaxation.  One  great  reason  why  the  profession  was 
appreciated  was  that  men  of  sterling  worth,  great  ability,  forc« 
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of  chftiaeter,  and  determination  to  do  wliat  was  risht,  had 
•doroed  it  throughoot  the  ooantrj.  H«  hoped  that  the  itatua 
of  the  proicMioin  would  be  improTed,  and  become  all  that  had 
been  predicted. 

Hr.  A.  H.  Oibeon  and  Mr.  Robert  L.  Impey  aUo  tpoke. 

Mr.  W.  Arthur  Addinaell  (Chairman  of  Committee)  proposed, 
and  Mr.  Clarke  laoonded,  a  rote  of  thanks  to  the  Preaident, 
which  brought  the  meeting  to  a  doee. 


THB  COMPANIBS'   ACTS. 

The  following  ia  a  full  report  of  the  lecture  on  the  Com* 
panies'  Acts,  by  Mr.  A.  H.  Gibson,  delivered  before  the  Bir- 
mingham Students  at  their  second  ordinary  meeting,  held  on 
the  31st  of  October,  1882,  lir.  C.  A.  Harrison  in  the  chair. 

The  lecturer  said: — Company  Law  is  a  modem  atatutory 
offshoot  from  the  Law  of  Partnership.  It  will  be  well  first  to 
get  the  clearest  Tiew  we  can  of  what  companies  legally  are ; 
to  enable  us  to  do  this  I  must  say  a  few  words  on  their  le|^ 
history.  The  common  law  of  the  country  recognised  only 
two  ways  in  which  persons  could  be  associated  together  for 
the  purpose  of  making  profits  bj  trading,  Tiz.  Partnerships 
and  Corporations.  In  partnerships  the  law  looked  behind, 
so  to  speak,  the  tradins  firm  to  the  persons  composing  it« 
making  each  individual  responsible  for  the  liabilities  and 
enabling  each  to  enforce  the  rights  of  the  associated  firm. 
In  corporations,  on  the  other  hand  (which  were  nsuslly 
created  br  Royal  Charter),  the  indiTidnals  composing  them 
were  for  the  purposes  of  the  corporations  legally  non-existent. 
Tl&e  corporation  became  an  individual,  with  capacity  as  an 
individual  to  acquire  rights  and  incur  obligations ;  tiie  indivi- 
duals composing  it  could  not  as  individuals  enforce  ics  rights, 
nor  were  they  privately  liable  for  its  obligations.  During  the 
last  century  so-called  Joint  Stock  Companies,  or  Partnei&ips 
with  transferable  shares,  struggled  into  existence,  but  were 
not  regarded  finvourablv  by  the  lesislature;  they  were  sub- 
jected to  various  legal  obstacles,  and,  indeed,  Acts  were  passed 
which  were  intended  to  suppress  them.  Since  1825,  however, 
they  have  gradually  made  legblattTe  progress,  and  by  various 
Aeta,  culminattng  in  the  Compsnies'  Act,  1882,  their  establish- 
ment has  been  encouraged.  Bearing  in  mind  what  I  have  just 
said  respecting  Partnerships  and  (>)rporations,  we  find  com- 
panies, while  resembling  both,  differ  from  each.  They  are  not 
partnerships,  for  the  law  recognises  them  as  aggregate  bodies, 
as  distinct  from  the  individusls  composing  them ;  a  creditor  of 
an  unlimited  company,  for  example,  must  first  proceed  against 
and  exhaust  the  assets  of  the  compsny  before  he  can  sue  an 
individual  shareholder,  whereas  in  a  partnership  he  can  sue  any 
partner  at  once  for  a  partnership  debt.  On  the  other  hand, 
companies  are  quite  distinct  from  the  old  corporations,  for  the 
individuals  composing  them  sre,  in  the  event  of  winding-up, 
for  example,  called  into  legal  existence,  and  are  more  or  less 
liable  as  individuals  for  the  debts  of  the  collective  whole. 

There  are  two  general  heads  under  which  Joint  Stock  Com- 
panies are  divisible,  via.  Unincorporated  and  Incorporated. 
The  Unincorporated  Companies  are  for  the  most  psrt  survivals 
of  the  time  when  the  legislature  waged  war  against  companies. 
They  differ  from  partnerships  in  mit  two  important  respects, 
fix.  :— 

1st.  Shares  therein  esn  be  transferred  hj  private  arranee- 
ment  between  vendor  and  purchaser,  and  with  the  knowledge 
or  consent  of  all  the  members. 

2nd.  Some  of  them  are  empowered  to  sue  and  be  sued  in 
the  name  of  an  appointed  public  officer. 

As,  except  in  Uiese  respects,  Unincoroorated  Companies  are 
controlled  by  the  ordinary  Law  of  partnership,  which  is 
foreign  to  the  subject  of  mv  lecture,  I  shall  not,  except  inci- 
dcntally,  reft^r  to  them  futtner. 

Incorporated  Companies  are  divisable  under  three  heads,  ac- 
cording to  the  method  of  their  incorporation,  vis.  those  in- 
corporated by 


1.  Special  Act  of  Parliament. 

2.  Royal  Charter. 

3.  Registration. 

In  order  to  preserve  logical  arrangement  and  sequence  as  far 
as  possible  in  this  somewhat  interlaced  subject,  I  shall  arrange 
what  I  have  to  say  under  four  heads,  viz.  i— 

1st.  The  law  affecting  the  formation  of  companies  and 
membership  therein. 

2nd.  The  law  affecting  the  constitution  of  companiM,  and 
the  rights  of  the  members  among  themselves* 

3rd.  The  law  affecting  the  external  relations  of  companieS| 
f  .e.  their  relations  with  non-members. 

4th.  The  dissolution  and  winding-up  of  companies. 

Firstly,  then,  let  me  ask  you  to  consider  the  law  as  relating 
to  the  formation  of  Incorpjr&ted  Companies,  and  what  consti- 
tutes membership  therein. 

The  third  method  of  Incorporation  just  mentioned,  via.  Re- 
gistration, is  so  much  the  readiest  and  cheapest,  that  nearly 
all  companies  are  now  formed  in  that  manner ;  indeed,  it  is 
only  when  exceptional  powers  are  required  that  the  other 
metiiods  are  employed.  We  will  therefore  consider  firstly  the 
incorporation  of  companies  by  registration.  Some  companies 
exist  which  were  incorporatea  under  the  earlier  Joint  Stock 
Companies  Acts,  1844,  65,  '66  and  '67  ;  the  principal  statute 
now,  however,  in  operation  is  the  Companies  Act,  1862,  which 
replied  Uie  former  statutes  and  consolidated  the  law  on  the 
subject.  Various  amending  Actt  have  since  been  pessed,  but 
the  law  has  not  been  materially  altered  unee  the  1862  Act  was 
passed. 

This  Act  enables  any  seven  or  more  persona  associated  for 
any  lawful  purpose  to  form  by  registration  under  the  Act  an 
Incorporated  Company,  with  or  without  limited  liability.  The 
provision  that  seven  persons  at  least  shall  be  required  to  form 
a  company  is  one  which,  like  many  other  statutory  provisions, 
is  often  obeyed  in  the  letter  and  evaded  in  the  spirit.  Concerns 
which  are  and  are  intended  to  remain  the  private  property  of 
one  man  are  frequently,  to  secure  the  benefits  of  liimted 
liability  and  perpetual  succession,  registered  as  Joint  Stock 
Companies.  The  requisite  number  of  nominees  subscribe  their 
names  for  one  share  each,  while  the  virtual  proprietor  sub- 
scribes, say  for  10,000.  When  application  is  made  to  register 
a  company  there  is  presented  to  the  Registrar  what  is  called 
the  Memorandum  of  Association,  subscribed  by  the  persons 
desirous  of  incorporating  the  company.  This  Memorandum  of 
Association  is  required  to  set  out  the  name,  situation  of  the 
registered  office,  and  objecu  of  the  proposed  company. 

It  is  doubtful  whether,  as  regards  the  otgeoU  of  the  com* 
pany,  the  memorandum  can  ever  be  altered ;  while  if  any  act  be 
done  by  the  company  which  is  not  within  the  terms  of  the 
Memorandum  of  Association,  such  act  is  illegal,  and  involves 
the  usual  penalties  of  ultra  vires  Acta.  For  this  reason  the 
terms  of  a  Memorandum  of  Association  are  generally  aa  wide, 
vague  and  inclusive  as  possible,  so  as  to  authorise  any  acts 
only  remotely  connected  with  the  ostensible  objecta  of  the 
company.  If  limited  liabiUty  is  desired,  some  further  particu- 
lars, with  which  I  need  not  trouble  you,  have  to  be  suted  on 
the  Memorandum  of  Association;  the  particular  point  I  wish 
you  to  besr  in  mind  is,  that  the  Memorandum  of  Aasociation  is, 
so  to  speak,  the  source  and  constitution  of  the  company,  and 
that  the  company  must  never  travel  outside  its  terms.  If  the 
company  be  formed  with  unlimited  liabUity,  or  with  liabiUty 
limited  by  guarantee  (which  means  that,  in  the  event  of  wmd- 
ing-up,  certain  persons  guarantee  fixed  amounts  towarda  any 
PMsible  deficiency),  there  must  slso  be  registered  witih  the 
Memorandum  what  are  called  Articles  of  Association.  These 
correspond  to  the  Articles  of  Partnership  in  an  ordinary  part- 
nership,  and  regulate  the  respective  righto  and  dutiea  of  the 
shareholders,  directors,  and  other  officers  ss  among  themselves. 
With  reference  to  companies  limited  by  shsres,  there  is  attached 
to  the  Act  a  schedule  celled  Table  A.  This  consisto  of  a  sort 
of  pattern  Articles  of  Association,  but  it  is  optional  with  com- 
oaues  to  adopt  them  or  any  of  them,  or  to  draw  up  entirely 
besh  Aztidei,  which  must  be  xcgisteied  at  the  MHDBe  tune  aa 
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the  Memorandum  of  AMOciation.  If  no  Articles  are  presented 
for  regifltratiou,  Table  A.  becomes  binding  on  the  newly  formed 
company.  Upon  the  due  reffistration  of  the  Memorandum,  and 
where  required  of  the  Articles  of  Association,  the  Registrar  of 
Joint  Stock  Companies  issues  a  certificate  that  the  company  is 
incorporated,  ana,  in  the  case  of  a  limited  companv,  that  it  is 
limited ;  in  the  words  of  the  statute,  then  "  the  subscribers  of 
the  Memorandum  of  Association,  together  with  such  other  per- 
sons as  may  from  time  to  time  become  members  of  the  company, 
shall  thereupon  be  a  body  corporate  by  the  name  contained  in 
the  Memorandum  of  Association,  capable  forthwith  of  exerci»ing 
all  the  functions  of  an  incorporated  company,  and  haying  per- 
petual succession  and  a  Common  Seal/*^ 

In  the  case  of  a  priyate  Joint  Stock  \  knnpany,  t.«.  where  all 
the  necessary  capital  is  found  by  the  subscribers  to  the  Memo- 
randum of  Association,  the  company  will  now  be  fairly  started 
on  its  way ;  but  where  it  is  intended  to  inyite  the  public  to 
proyide  the  necessary  capital,  we  haye  now  got  to  the  point 
where  prospectuses  are  issued  and  subscriptions  to  the  capital 
inyited.  Tiie  usual  modut  operandi  9b  you  doubtless  know,  is 
the  circulation  of  prospectuses  detailing  the  objects  and  adyan- 
tages  of  the  company ;  to  these  prospectuses  forms  of  applica- 
tion for  shares  are  attached,  which  the  intending  shareholder 
is  inyited  to  fill  up  and  forward  with  a  deposit  to  the  bankers 
or  secretary  of  the  company.  If  sufficient  shares  are  applied 
for  to  justify  the  continuance  of  the  company,  the  directors 
allot  the  shares  to  the  respectiye  applicants,  who  receiye  notice 
thereof  and  thereupon  become  oiembers  of  the  company.  This 
seems  perfectly  simple  and  straightforward,  neyertheless  there 
are  few  questions  on  which  more  fine  drawn  arguments  haye 
been  strung  and  more  refining  decisions  giyen  than  on  the 
question  of  what  is  necessary  to  constitute  a  person  a  member 
of  a  company.  I  do  not  think  that  it  is  the  intention  of  the 
Council  that  Chartered  Accountants  should  be  required  to  be 
conyersant  with  all  these  refinements,  so  I  shall  refer  only  to  a 
few  leading  principles.  In  the  first  place,  a  subscriber  to  the 
Memorandum  of  Association  is  ijao  facto  a  member ;  no  appli- 
cation or  allotment  is  necessary  in  his  case.  A  director  also 
who  acts  as  such,  or  allows  himself  to  appear  as  such,  cannot 
deny  his  membership  to  the  extent  of  the  number  of  shares 
necessary  to  his  qualification  as  director,  though  he  may  not 
haye  applied,  or  the  shares  may  not  haye  been  allotted.  For 
the  rest,  with  regard  to  the  original  shareholders  the  prospectus 
is  regarded  in  law  as  the  basis  of  the  agreement  to  take  shares, 
and,  consequently,  if  the  company  be  materially  differentfiom 
what  is  represented  in  the  prospectus,  an  allottee  of  shares 
can  claim  to  be  relieyed  from  membership.  An  application 
for  shares  is  not  sufficient  to  constitute  the  applicant  a  member, 
imless  the  shares  be  allotted  and  notice  thereof  be  forwarded 
to  the  allottee ;  an  application  for  shares  is,  in  fact,  only  an 
offer  to  tpke  shares,  and  bke  any  other  offer,  can  be  reyoked 
before  it  is  accepted.  Where  no  time  is  mentioned  within  which 
an  applica'.ion  for  shares  is  to  be  determined  upon,  the  Courts 
haye  held  that  if  not  accepted  within  a  reasonable  time  it  will 
be  considered  as  declined — what  is  a  reasonable  time  must 
depend  upon  the  circumstances  of  each  case.  The  allotment 
of  shares  must  be  in  the  precise  terms  of  the  application,  other- 
wise Uie  letter  of  allotment  will  be  regarded  only  as  a  mw 
offer,  which  Uie  proposed  allottee,  can  either  accept  or  reject. 
Decisions  on  this  principle  haye  been  giyen  where  ordinary 
shares  were  applied  for  and  those  allotted  were  not  transfer- 
able, where  100  shares  simply  were  applied  for  and  only  26 
allotted,  where  £20  shares  were  applied  for  and  £40  shares 
were  allotted.  It  is,  howeyer,  held  that  if  a  person  has  shares 
fdlotted  to  him,  which  he  is  entitled  to  reject  but  retains  them 
after  the  yariation  juistifying  their  rejection  has  come  to  hij 
knowledge,  he  canv^t  afterwards  reject  them.  Also  if  there  be 
a  materifd  difference  between  the  prospectus  on  the  faith  .of 
which  he  has  applied  and  the  Memorandum  of  A»sociation, 
and  he  does  not  within  a  reasonable  time  inform  himself  of  the 
disorepancy  and  act  upon  it,  he  cannot  afterwards  reject  his 
shares.  In  all  these  cases,  howeyer,  the  Courts  distinguish 
between  repudiation  of  shares  before  winding-up  and  afterwards. 
A  muoh  ttroDger  case  being  required  to  relieye  a  member  of 


liability  as  against  creditors  than  as  against  the  company. 
Moreoyer,  the  Coiuts  of  Equity  often  include  persons  as  mem- 
bers or  relieye  them  from  membership  by  acting  on  the  principle 
of  treating  what  is  agreed  to  be  done  as  completed ;  they  also,  as 
well  as  the  Courts  of  Law,  introduce  into  questions  of  member- 
ship the  doctrine  of  the  estoppel,  whereby  if,  notwithstanding 
irregularities  in  the  steps  by  which  a  person  was  supposed  to 
become  a  member,  he  has  acted  as  such,  he  is  estopped  from 
denying  that  he  is  a  shareholder ;  similarly  if  the  irregularities 
haye  been  in  the  steps  by  which  he  purposed  to  determine  his 
membership  and  the  company  has  ceased  to  treat  him  as  a 
member,  the  company  is  then  estopped  from  denying  that  he 
has  ceased  to  be  a  member.  Time,  howeyer,  will  not  permit 
me  to  pursue  this  branch  of  the  subject. 

Such  is  a  brief  sketch  of  the  law  of  the  formation  of  com- 
panies by  registration.  I  will  now  turn  to  the  other  two  classes 
of  companies,  yiz.,  those  incorporated  by  Boyal  Charter  and 
those  incorporated  by  Special  Act  of  Parliament.  I  need 
scarcely  say  anything  about  those  formed  under  Royal  Charters, 
as  these  are  yery  seldom  granted — ^in  fact,  they  scareely  come 
wi^in  my  subject,  as  trading  concerns  to  which  Charters  are 
granted  become  corporations  as  distinguished  from  companies, 
and  there  is  no  personal  liability  or  recog^tion  of  the  mem- 
bers. The  Institute  of  Accountants  is,  you  know,  incorporated 
by  Royal  Charter,  but  this  is  not  a  corporation  for  gain.  I 
belieye  recently  a  Charter  has  been  granted  to  a  Borneo  Com* 
pany  with  objects  similar  to  those  of  the  old  East  India  Com- 
pany. Beyond  taking  note  of  the  fact  that  companies  or 
corporations  can  still  be  established  in  that  manner,  I  do  not 
think  we  need  trouble  ourseWes  with  them.  Companies  incor- 
porated by  Special  Act  of  Parliament  constitute  a  yery  im- 
portao  t  branch  of  our  subject .  A  company  incorporated  under 
the  1862  Act  has,  as  far  as  the  world  outside  is  concemed«  no 
rights  or  powers  beyond  those  of  an  ordinary  indiyidual  or 
partnership.  If  any  special  powers  are  require  1  affectine  the 
general  public,  such  as  the  power  of  compulsory  purchase, 
t^e  rijht  to  break  up  streets  or  highways,  monopolies,  &c., 
these  powers  ha?e  to  be  specially  asked  from  Parliament.  As 
such  powets  are  essential  to  railways,  dock,  gas  and  water 
companies,  and  similar  undertakings,  the  promoters  of  such 
schemes  cannot  ayail  themseWei  of  the  1862  Act.  When 
Special  Acts  are  asked  for,  the  two  Houses  of  Parliament 
require  yery  strict  compliance  with  certain  standing  orders, 
drawn  up  specially  with  the  object  of  ensuring  that  eyerybody 
whom  the  proposed  Special  Act  may  affect  shall  haye  notice 
of  the  Bilt  and  the  opportunity  of  opposing  or  seeking  to 
amend  it.  In  companies  of  this  class  the  Special  Act  takes 
the  place  of  the  Memorandum  and  Articles  of  Association  in 
the  registered  companies;  with  regard  to  both  objects  and 
mode  of  working,  such  companies  are  strictly  cootroUed  by 
the  terms  sanctioned  for  each  company  by  Parliament.  To 
ayoid,  howeyer,  the  repetition  in  eyery  Special  Act  of  pro- 
yisions  requisite  for  all  or  for  particular  classes  of  companies, 
certain  pro  formOk  Acts  of  Parliament,  containing  such  general 
provisions,  have  been  passed  which  tre,  by  the  seyeral 
Special  Act*,  made  to  apply  to  the  yarious  companies.  Among 
these  are  the  Companies'  Clauses  Consol  dation  Act,  1845, 
which  is  made  applicable  to  eyery  English  company  incor- 
porited  by  Special  Act  of  Parliament  since  that  date,  unites 
specially  excepted ;  the  Gas  Works  Clauses  Acts,  1847  and 
1871,  made  part,  in  addition  to  the  Companies'  Clauses  Act, 
of  all  Special  Gas  Acts ;  the  Waterworks  Clauses  Act,  1847, 
similarly  applied  to  Water  Companies;  the  Land  Clauses 
Consolidation  Act,  1845,  applied  to  all  companies  which 
obtain  by  their  Special  Acts  power  to  acquire  land. 

As  to  what  is  requisite  to  constitute  membership  in  these 
companies  the  rules  mentioned  with  regard  to  companies 
formed  by  registration  for  the  most  part  obtain,  but  one  im- 
portant difference  in  practice  must  be  noticed.  In  companies 
formed  under  the  1862  Act,  the  promoters  can  state  definitely 
in  their  prospectus  what  the  constitution  of  the  company  is 
or  will  be  when  it  is  registered,  and  any  false  statement  on  the 
prospectus  justifies  the  rejection  of  the  shares.    With  a  pro* 
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jected  company  appLying  for  a  special  Act,  on  the  other  hand, 
Its  oonstttatioa  is  not  Imown  until  the  Act  is  finally  passed ; 
promotocs  therefore  cannot  state  in  their  prospectus  exactly 
what  the  company  will  be  for  which  subscriptions  are  inyited ; 
for  these  reasons,  persons  who  subscribe  to  such  projected 
-companies  usually  gire  the  promoters  extensiYC  powers,  and 
bind  themseWes  to  take  shares  in  almost  any  company  which 
-Uie  promoters  may  get  incorporated,  and  which  is  not  sl- 
togetner  different  uom  the  scheme  submitted  to  them ;  such 
posona  are  then  usually  constituted  shareholders  by  the 
^edal  Act. 

Companies  formed  by  registration,  and  companies  to 
which  the  Companies'  Clauses  Act  is  applicable,  are  alike  re- 
quired  to  keep  a  register  of  members,  and  such  register  is 
primAfaeU  endenoe  Siat  the  persons  whose  names  are  entered 
therein  are  memben.  There  are  Tariations  in  the  wordings  of 
the  two  Acts  on  this  subject,  to  which  I  need  not  refer,  under 
both  Acts  the  efBect  of  the  decisions  appears  to  be  that  entry 
<m  or  omission  from  the  register  will  not  be  allowed  to  operate 
wrong ;  but  the  method  of  getting  relief  diffiers  under  t^B  two 
Acta. 

With  respect  to  the  formation  of  companies,  there  hsye  re- 
eenUy  been  some  healthy  decisions  regarding  the  profits  of 
company  promoten.  The  principle  is,  I  thmk,  now  clearly 
laid  down  that  unless  there  is  full  disclosure  of  the  UjoI  no 
fnomoter  is  entitled  to  obtain  any  personal  advantage  from  the 
•ale  of  property  to  the  company,  and  it  matters  not  through 
what  tortuous  paths  the  money  travel,  if  the  fact  be  discovered 
the  Courts  will  require  such  promoter  to  account  for  it  to  the 
company. 

Having  now  got  our  company  established,  whether  by  regis- 
tration under  die  1862  Act,  or  by  special  Act  of  Parliament, 
end  having  also  seen  what  constitutes  membership  therein,  I 
will  now  take  you  to  the  second  part  of  my  subject,  vis  :— The 
tights  and  duties  of  the  members  inttr  »e.  These  of  course 
very  in  every  company  according  to  the  Act  of  Parliament  es- 
^a^fsAing  it,  or  to  the  Articles  of  Associations  which  its 
founders  adopt*  There  are,  however,  a  few  general  principles 
which  I  win  first  point  out.  In  ordinaij  partnerships  it  is  the 
exoeption  instead  of  the  rule  for  any  difference  to  exist  as  re- 
gards the  respective  powers  of  the  partners  in  the  management 
■nd  control  of  the  business,  but  tne  partners  or  shareholders 
in  a  companv  are  divisible  into  two  bodies,  directors  and  share- 
bolden,  with  interest^  supposed  to  be  identical,  but  with  differ- 
ent powers  and  functions.  The  directors  are  alone  entrusted 
with  ^e  management  of  the  concern,  and  are  usually  ap- 
pointed by  the  ahareholders  to  whom  they  are  accountable. 
The  number  of  the  directors  or  managing  boidy  is  usually  fixed 
by  its  Acts  of  Parliament  or  Articles  of  Association,  and  dso 
the  numbcar  which  shall  constitute  a  quorum ;  in  the  absence  of 
the  latter  stipulation  the  absence  of  any  one  of  the  bodv  vitiates 
thdr  acts.  Directors  slso  are  usualljr  required  to  hold  a  stipu- 
lated interest  in  the  company's  capital,  and  the  manner  of 
their  i^pointment  is  Imd  oown.  But  in  dealing  with  the  acts 
cf  irregularly  appointed  directors  the  Courts  distinguish  be- 
tween strangers  snd  shsreholders ;  strangers  deafing  with 
them  without  notice  of  sny  irregularity  in  their  appointment 
can  hold  the  company  bound  by  tne  acts  of  such  directors ;  but, 
ca  the  other  hand,  as  between  directors  and  shareholders,  the 
Courts  will  render  void  such  acts  as  making  calls  or  forfeiting 
shazesy  if  it  be  shown  that  the  directors  have  not  been  regularly 
sopointed.  A  director  cannot  repudiate  any  of  his  own  acts  to 
inm  own  advantage  on  the  ground  of  irregularity  in  his  appoint- 
nent.  Directors  have  no  power  to  vote  themselves  remunera- 
tion  for  their  services  beyond  what  the  constitution  of  the 
coon>aay  provides. 

The  ngnt  of  control  by  shareholders  over*  the  proceedings  of 
the  directors  is  not  an  individual  Tight,  and  can  only  be  exer- 
ciMd  through  duly  convened  meetinn ;  the  directors  are  ser- 
vants* not  of  the  individual  shareholders,  but  of  the  company. 
Provinoii  10  generally  made  for  summoning  such  meetinss  by 
^ineton,  and  in  certain  eventuslities  bv  the  shareholders. 
'When  this  latter  right  does  not  exist,  a  Court  of  Eqidty  will 
sisually  interliere  to  prerent  any  abuse  of  power  on  the  part  of 


thoae  entrusted  with  the  control  of  the  company's  affairs. 
Four  conditions  must  obtain  to  enable  a  resolution  of  a 
meeting  to  have  any  legal  effect :  — 

1st.  The  meeting  must  be  properly  convened. 

2nd.  The  requisite  number  of  persons  must  be  present 

3rd.  The  resolution  must  relate  to  a  matter  with  which  the 
meetingis  competent  to  deal. 

4th.  The  resolution  must  be  duljr  nsssed. 

I^me  will  not  allow  me  to  deal  witn  the  numerous  decisions 
tumine  on  the  foregoing  conditions,  and  bearing  on  the  validity 
of  resolutions.  The  third  condition,  however,  relating  to  the 
competency  of  the  meeting  to  deal  with  the  subject-matter  of 
the  resolution,  is  a  very  important  one.  There  are  two  kinds 
of  meetings  of  companies,  ordinary  and  extraordinary.  Ordi* 
nary  or  general  meetings  are  usually  held  at  stated  tunes,  and ' 
are  competent  only  to  deal  with  sucn  matters  as  the  passing  of 
accounta,  the  regular  election  of  directors  and  similar  matters 
brought  within  their  powers  by  the  constitution  of  the  company. 
For  particular  business,  not  within  the  scope  of  the  powers  of 
an  ordinary  meeting,  an  extraordinary  meetmg  must  be  called, 
but  the  purpose  for  which  such  meetiog  is  convened  must  be 
stated  on  the  noticea  b  j  which  it  is  summoned,  and  no  question 
other  than  that  or  those  of  wliich  notice  is  so  given  can  be 
legally  dealt  with  by  such  extraordinary  meeting ;  any  resolu- 
tion passed  on  any  other  subject  is  inoperative.  An  ordinary 
minority,  b\  the  alwence  of  any  specisl  provision,  is  only  neces- 
sary to  pass  a  resolution,  but  for  some  matters,  such  as  the 
alteration  of  Articles,  determination  to  wind-up,  &c.,  special 
majoritiea  are  generally,  by  the  constitution  of  the  company, 
required. 

The  foregoing  are  general  principles  as  to  the  respective  rights, 
powers,  and  duties  of  directors  and  shareholders ;  I  will  now 
aak  your  attention  to  some  of  the  special  provisions  for  each  of 
the  two  classes  of  companies  to  which  we  are  confining  our 
attention.  The  1862,  and  its  amending  Acts,  do  not  contain 
many  references  to  the  respective  rights  and  duties  of  directors 
and  shareholders,  as  these  are  matters  righUy  left  to  be  settied 
by  the  members  of  each  Company  in  their  Articles  of  Asso- 
ciation. By  these  Acts,  however,  it  is  required  that  a 
general  meeting  of  the  shareholders  shall  be  held  at  least 
once  in  every  yesr,  and  also  a  similar  meeting  within  four 
months  after  the  registration  of  the  Memorandum  of  Asso- 
ciation. Power  is  slso  given  to  members  to  appoint  or  to  move 
the  Board  of  Trade  to  appoint  inspectors  to  examine  into  and 
report  upon  the  state  of  the  company's  affairs,  ItwUl  be  worth 
our  while  to  examine  shortly  some  of  the  provisions  of  Table  A, 
for  although  it  is  oaly  binding  on  companies  which  do  not 
register  specisl  Articles  of  Association,  it  is  nevertheless  used 
as  a  model  in  drawing  up  such  special  Articles,  and  the  exact 
wording  of  many  of  ^e  Articles  is  often  adopted.  Tinder 
Table  A  the  subscribers  to  the  Memorandum  of  Association  are 
directors  until  durectors  sre  appointed,  and  it  lies  with  them 
to  appoint  the  first  directors.  At  the  first  ordinary  meeting 
all  these  first  directors  retire  and  one  third  of  the  body  in 
each  subsequent  year,  those  retiring  being  eligible  for  re- 
election. A  d^ector  vacates  his  office  if  he  holds  any  other 
office  or  place  of  profit  under  the  company,  if  he  becomes 
bankrupt,  or  if  he  be  concerned  in,  or  participates  in  the  profit 
of  any  contract  with  the  company,  moreover  Any  director 
can  be  removed  by  a  special  resolution  of  the  shareholders. 
Directors  are  required  to  keep  proper  accounts,  and  to  submit 
to  the  members  once  in  each  vear  an  income  and  expenditure 
account  and  balance-sheet.  ^¥ith  directors  lies  the  power 
of  ma^'"g  calls  as  reqtdred  for  the  purposes  of  the  company. 
Shareholders  under  Table  A  are  entitied  to  fix  the  remunera- 
tion of  directors,  to  appoint  all  auditors  except  the  first,  to 
inspect  the  accounts  of  the  company,  and  its  register  of 
members  and  mortgages,  to  have  copies  of  all  specisl  resolu- 
tions, to  increase  oy  special  resolution  the  capital  of  the 
company,  and  to  determine  as  to  the  winding-up  of  the 
company.  Bespecting  companies  ^verned  by  the  Companies' 
Clauses  Consolidation  Act  the  spirit  of  the  Act  is,  with  regurd 
to  the  respeetive  rights  and  duties  of  durectors  and  share- 
hoidersy  aunUar  to  that  of  the  1862  Act.    On  two  pointa, 
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howerer,  a  difference  mtist  be  noted:  first,  the  shareholden 
haTe  not  the  power  they  possess  In  resistered  companies  of 
inoreasing  their  capital  by  special  resolution,  the  powers  of 
this  class  of  company  with  regard  to  capital  are  defined  by 
their  special  Acta  of  Parliament,  and  when  such  powers  are 
exhausted  it  is  necessary  to  obtain  a  New  Act;  secondly,  the 
shareholders  have  not  power  as  in  registered  companies  to 
determine  that  the  company  shall  be  wound  up ;  if  they  deem 
a  winding-up  desirable  they  can  only  petition  the  Court, 
within  whose  ducretion  it  lies  to  accede  to  or  dismiss  the 
petition. 

Such  are  shortly  the  principal  statutory  provisions  respect- 
ing the  rights  and  duties  of  directors  and  shareholders.  These, 
however,  are  in  addition  to  and  not  in  place  of  tiie  duties 
founded  on  the  Common  Law  of  Partnership.    By  the  law  of 
partnership  the  most  perfect  good  faith  is  required  between 
partners^  in  all  dealings  connected  with  the  partnership,  and 
no  one  is  allowed  to  benefit  at  the  expense  of  his  partners 
unless  in  perfect  sood  faith  and  without  concealment,    lliis 
princi]^le  is  extended  by  the  Courts  rather  than  narrowed  when 
reviewing  any  question  between  directors  and  shareholders, 
for  shareholders  are  partners  without  the  same  rights  of  inter- 
vention which  are  possessed  by  an  ordinary  partner.  Directors 
are  in  fact  treated  by  the  Courts  to  some  extent  as  trustees  for 
the  shareholders,  and  are  bound  to  employ  the  property  which, 
though  not  invested  in  them,  is  subject  to  their  control,  for  the 
purposes  for  which  it  is  entrusted  to  them.    Their  powers  of 
making  calls,  forfeiting  shares,  &c,  must  also  be  exercised 
with  a  bondjide  intent  of  benefitting  the  company  as  a  whole. 
On  this  principle  of  trusteeship  directors  have  been  required 
by  the  Courts  to  account  to  the  company  for  profits  made  by 
them  at  its  expense.  They  have  also  been  held  responsible  for 
losses  made  by  employing  asseu  for  purposes  outside  the  con- 
stitution of  the  company.     They  are  not  liable  for  losses 
arisins  through  errors  of  judgment,  but  if  culpable  negligence 
or  vriliul  default  can  be  proved,  the  Courts  will  require  them  to 
make  good  the  loss  arismg  therefrom.    Complicated  questions 
arise  on  this  branch  of  the  subject  as  to  what  extent  directors 
are  liable  for  the  acts  of  each  other,  but  it  would  be  beyond  the 
proper  scope  of  my  lecture  to  enter  upon  them.    Before  quit- 
ting this  division  of  my  subject  it  will  be  peihaps  interesting 
that  I  should  say  a  few  words  respecting  Auditors.  Under  the 
Companies  Clauses  Act  the  appointment  of  auditors  is  com- 
pulsory;  two  must  be  appointed,  originally  by  the  directors, 
but  afterwards  by  the  shareholders,  who  must  be  shareholders, 
and  one  must  retire  each  year,  but  the  retiring  auditor  is 
eligible  for  re-election.    The  theory  of  their  office  is  that  the 
balance-sheet  shall  be  delivered  to  them,  which  they  must 
either  confirm  or  report  upon.    In  practice,  as  you  know,  the 
auditor  usually  constructs  the  balance-sheet,  which  he  certifies 
under  the  Companies*  Acu,  1862.  The  appointment  of  auditors 
is  not  compulsory ;  it  is  left  to  be  determined  by  each  com- 
pany  in  its  Articles  of  Aasociation.    Under  Table  A.  auditors 
are  required,  who  in  addition  to  similar  powers  to  those  under 
the  Companies  Clauses  Act,  are  also  entitled  to  examine  the 
directors  and  other  officers  of  the  company  in  relation  to  the 
accounts.    The  legal  effect  of  an  audit  is  thus  laid  down  in 
the  case  of  Spackman  v.  Evana :— "  The  auditors  are  agents 
of  the  shareholders  so  far  as  relates  to  the  audit  of  accounts, 
and  for  the  puipose  of  the  audit  they  will  bind  the  shared 
holders.    But  they  are  not  the  agents  of  the  shareholders  so 
as  to  conclude  the  shareholders  by  any  knowledge  which  in 
the  course  of  the  audit  they  may  have  acquired  of  any  un- 
authorised acts  on  the  part  of  the  directors.    It  is  no  part  of 
their  office  to  inquire  into  the  validity  of  any  transaction 
appearing  in  the  accounts  of  the  company." 

Having  thus  reviewed  the  law  regarding  the  formation  of 
companies  and  their  internal  machinery  when  formed,  we  now 
come  to  the  third  division  of  my  subject,  vis.  their  external 
relations,  or  the  law  affecting  relations  of  companies  with  non- 
members.  > 

In  this  respect  we  meet  with  a  material  distinction  between 


the  Law  of  Companies  and  the  ordinarr  Law  of  PartneEship.. 
In  a  partnership  each  member  of  the  firm  is  regarded  as  it8> 
general  agent  for  the  ordinary  business  of  the  partnership,  and 
can  enter  into  binding  contracts  on  its  behalf.    In  a  oompany 
this  power  is  restrictml  to  the  few  members  who  are  entrusted 
with  the  management.    The  general  principle  guiding  the- 
dealings  of  the  outside  world  with  a  company  is  that  the 
directors  and  their  officers  are  its  only  acents^  who  have  power 
to  bind  the  company  within  the  limits  of  their  real  or  apparent 
auUiority.    An  old  legal  principle  is  that  var  one  aeting  vritls 
delegated  authority  cannot  transfer  his  authority  to  a  third 
person ;  but  this  is  departed  from  in  the  management  of  com- 
panies, as  directors,  though  agents  only  of  the  shareholders, 
can  employ  managers,  secretaries,  and  other  offioers,  who 
can  enter  into  bindins  contracts  as  agents  of  the  company^ 
Such  a  contract  would  not,  however,  be  bindinff  on  the  com- 
pan V  if  the  agent  were  manifestly  acting  beyond  his  authority, 
or  if  there  were  any  irregularity  in  his  appointment  of  which 
the  party  dealing  with  him  vras  cognisant.     Within  these 
limits  a  contract  is  as  valid  with  the  agent  of  a  company  as- 
vrith  a  member  of  a  private  firm.     "Wnat  are  the  lunits  of 
authority  ia,  however,  a  very  important  question  for  nan* 
members.    The  limits  to  the  authority  of  directors  are  pre^ 
scribed  in  the  various  Acts  of  Parliament  and  Articles  of 
Association,  and  for  anything  outside  the  ordinary  course  of 
business  it  is  necessary  for  non-members  to  ascertain  whether 
the  proposed  transaction  comes  vrithin  those  limits.    By  » 
decision  of  Lord  Wensleydale  it  is  settled  that  the  public  are 
bound  to  ascertsin  the  powers  of  directors,  and  anjr  contract 
outside  those  powers  cannot  be  enforced.    A  distinction  is, 
however,  clearly  drawn  between  acts  which  are  ultra  viret  and 
acts  which  are  irregular,  and,  if  any  act  is  within  the  poweris 
of  directors,  persons  dealing  with  them  are  not  bound  to  mquire 
whether  the  directors  are  properly  appointed  or  whether  they 
are  exerdsing  their  powers  in  the  predse  manner  prescribed 
by  the  company's  regulations. 

Such  are  the  general  rules  governing  the  relatloDa  of  a  eom- 
panjr  with  the  outside  world.  We  wiU  now  eonaider  some 
special  matters :— 

1st.  Arbitrations. — Companies  incorporated  under  Ihe  1662 
Act  have  power  to  refer  any  disputes  to  arbitration,  but  there 
is  no  like  power  given  imder  the  Companies  Clauses  Consoli- 
dation Act. 

2nd.  Bills  of  Exchange.— Unless  speeialW  authorised,  com- 
panies are  only  entitled  to  accept  and  enaone  Bills  of  Ex-^ 
change,  if  the  business  be  such  that  it  cannot  be  carried  on 
in  the  ordinary  way  without  the  use  of  bills.  If  the  business 
be  not  of  this  description,  accepting  or  endorsing  a  bill  vrould 
heuUra  virea  and  not  binding  on  the  company.  This  has 
been  so  held  in  the  case  of  a  mining  company,  a  gas  company^ 
a  waterworks  company,  a  railway  company,  and  several  others. 

3rd.  Borrowing  money  is  a  power  which  must  be  exercised 
strictly  within  the  limits  of  the  Act  of  Parliament  or  Axticlea 
of  Association.  Li  companies  governed  by  Spedal  Acts  the 
borrowing  powers  are  invariably  limited  b]f  the  Acts.  In  ft 
registered  company  shareholders  can  authorise  their  directors 
to  borrow,  though  such  power  may  not  be  given  by  the 
Articles  of  Association. 

4th.  Extension  of  business.— It  is,  of  course,  open  to  a 
I>rivate  partnerahip  to  extend  their  business  in  any  new  direc- 
tion, but  the  directors  of  public  companies  have  not  the  like 
Sower.  A  company  funned  by  registration  cannot,  as  I  have 
efore  mentioned,  go  outside  the  Unes  of  its  memorandum^ 
and,  vrith  respect  to  other  companies,  neither  the  directors  nor 
a  majority  of  shareholders  have  power  to  change  ^e  character 
of  the  business.  As  illustrating  this,  I  mav  mention  that  a 
life  assurance  company  has  been  held  not  bound  by  marine 
policies  issued  by  it,  though  sanctioned  by  general  meetingB 
of  the  shareholders. 

The  foregoing  refer  to  the  liabilities  of  companies  to  the 
outside  world  to  fulfil  what  they  have  undertaken  by 
their  agents.  Their  is  another  dass  of  liabilities  which  H 
is  necessary  to  oonsidery  vis.  those  arising  from  what  by 
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lawyen  an  called  iofU  and  Jromdi.  I  liaTe  already  mentioned 
that  tlie  lelatioa  between  a  eomiMnj  and  ita  directon  and 
oAeoa  la  that  of  prindnal  and  agent.  A  principal  beoomea 
leepooaihle  in  recMct  of  a  tort  or  firand,  if  one  of  thiee  oondi- 
tiona  can  be  eatabliahed,  tib.  : — 

ri.l  That  the  principal  authorised  it  in  the  flzat  inetance. 

[2.)  Ihat  he  made  it  hia  own  by  adoption. 

[3.)  That  it  waa  committed  by  the  agent  in  the  coune, 
and  aa  part  of  hia  emplo]rnient. 
Theae  conditiona  obtain  atrictly  in  the  detennination  of  a 
oompany'a  liability.  It  will  be  obTiooa  that  the  first  two  con- 
ditiona— ^that  the  principal  authorised  the  particular  wrouR  or 
fraud,  and  that  the  pnncipal  adopted  it  when  committed, — 
turn  entirelT  upon  the  eriaence  in  each  particular  case.  It  is 
douhtful  whether  either  of  these  conditions  could  apply  to  a 
eompeaiyy  aa  it  could  not  authorise  or  adopt  a  tort  or  &aud ; 
aneh  a  course  would  be  uUra  etrwt .  With  regard,  howcTer,  to 
the  third  condition  of  liability,  lis.,  for  acts  aot  specifically 
anfliosiaed,  but  committed  by  the  a^ent  in  the  course  and  as 
part  of  hia  employment,  a  company  is  clearly  liable.  The  bone 
of  oontention  in  erery  case  Is,  whether  the  act  complained  of 
waa  committed  by  the  agent  in  the  course  of  the  business  to 
whieh  It  was  his  du^  to  attend.  The  following  are  illus- 
tratSona  of  the  appUeatfon  of  thia  principle  to  torts ;  a  banking 
eonrpany  haa  been  held  liable  for  the  wrongful  detention  of 
banh  notea  by  ita  serranta,  and  for  the  loss  of  securities  en- 
trusted to  and  eardessly  kept ;  a  canal  company  haa  been  held 
liable  for  wrongfU  aeisure  of  goods  made  oy  ita  serranta  for 
non-payment  of  tolla ;  a  railway  company  for  unlawful  arrests ; 
a  gaa  company  for  negligence  in  laying  down  gas  pipes;  an 
omnibtta  company  ftit  reckless  driring ;  and  a  telegraph  com- 
pany te  transmitting  a  libellous  meaaage. 

The  law  ia  not  so  dear  reapecting  the  liability  of  a  company 
for  franda  and  misrepresentations  made  by  its  directors.  Of 
oouae  directors  haTe  no  authority  to  make  misrepresentations 
on  a  company*e  behalf,  nerettheleaa,  aa  between  a  company 
and  an  hmocent  outsider,  the  company  has  been  held  liable 
for  the  miarepreaentationa  of  its  directors.  In  a  caae  carried  to 
the  Honae  of  Lorda,  the  then  Lord  Chancellor,  Lord  Cran- 
worth,  baaed  his  judgment  againat  the  company  on  the  ground 
that  the  general  interesta  of  society  demanded  that  the  repre- 
aentatiooa  of  directors  shall  bind  a  company,  although  the 
ihanholdcfa  might  be  ignorant  of  their  falsehood.  Other  of 
the  Lovda,  howerer,  based  their  judgment  on  the  adoption  of 
the  direeuns'  reports  by  the  shaieholders,  aa  ia  customary  at 
general  meetings,  which  would  seem  to  imply  that  shareholders 
axe  not  liable  where  they  haTe  not  formally  adopted  the  direc- 
tora'  misrepresentationa.  On  thia  point  the  law  is  still  nnde- 
eided;  Mr.  Justice  Lindley,  inhis  Dook  on  Partnership,  con- 
siders  the  ground  taken  in  Lord  Cranworth's  judf^ent  the 
motre  solid. 

A  point  on  which  it  may  be  well  to  say  something  is  the  use 
of  the  seal  of  a  company.  By  the  common  law,  a  corporation 
waa  not  bound  by  any  contract  not  imder  the  corporate  seal. 
Thia  principle  was  rigidly  enforoed  by  the  Courts,  and  is  still 
appliokUe  to  manr  cnpcnrationB  now  exiating,  which  are  not 
governed  by  the  dompanies  Clauses  Consolidation  Act,  or  by 
the  Companies  Acts;  the  only  exceptions  allowed  were  in 
matters  A  a  trivial  nature,  such  ss  for  the  purchase  and  sale 
of  goods  in  the  ordinary  course  of  business.  By  the  Companies 
Glauaea  Consolidation  Act,  however,  the  law  as  to  the  use  and 
neceaaity  of  the  seal  is  assimilated  to  the  law  of  private  con- 
oema ;  where  a  contract  would  by  law  be  required  to  be  under 
seal  if  between  private  persons,  the  corporate  seal  must  be 
used;  whoe  between  private  persons  it  would  be  binding  if  in 
writing,  or  by  parol,  it  is  similarly  made  binding  on  a  com- 
panytf  in  writmg  or  by  parol.  By  the  1867  Act,  similar  re- 
gulationa  were  made  appnoable  to  regirtered  companies. 

Having  thua  seen  Ibr  what  a  company  ii  or  is  not  liable  to 
the  ontnde  world,  it  now  only  remains  under  this  part  of  my 
suMeet  to  conasder  the  extent  of  that  liability.  In  an 
ordmary  partnerahip,  as  youknow»  the  law  refoses  to  recognise 
the  firm  aa  distinct  Irai  the  persons  composins  it,  and  if 
a  judgment  be  obtained  against  a  firm,  it  can  be  enforced 


aaainst  the  separate  property  of  any  individual  member. 
TJnincorporated  companiea  are  regarded  by  the  law  ouIt  as 
partnersnips,  and  each  individuu  shareholder  is  simiiarlj 
liable.  Neverthelees  the  members  of  several  unincorporated 
companies  have  succeeded,  in  spite  of  the  law  one  may  say, 
in  virtually  limiting  their  liability.  This  has  notably  been 
done  by  Insurance  Compimies,  by  the  terms  of  their  policies, 
wherein  it  is  stipulated  that  the  creditor  shall  only  be 
entitled  to  enforce  his  claim  against  the  fbnds  of  the 
company,  or  against  the  shareholders,  to  the  extent  of 
the  .  amount  unpaid  on  the  sharea  held  br  each  share- 
holder. This  would  of  course  only  apply  where  the 
creditor  had  by  such  special  contract  so  limited  his  power 
of  enforcing  his  claim  ;  and  for  all  other  liabilities  the  share* 
holders  would  be  liable  to  the  full  extent.  Many  cases  of  thia 
kind  arose  in  the  liquidation  of  the  European  and  Albert  In- 
surance Companies,  and  of  the  many  companies  amalgamated 
with  them ;  the  liability  to  the  policy-holders  iraa  limited  by 
the  special  contracta,  but  the  liability  for  the  costs  of  the  liqui- 
dation was  unlimited. 

In  corporations  and  incorporated  companies  the  presump- 
tion is  all  in  favour  of  limited  liability ;  as  Lindley  ezpreasea 
it,  "  while  it  waa  lawfol  by  the  common  law  for  the  crown  ta 
create  a  corporation,  the  crown  had  no  power  at  the  same  time 
to  render  the  members  individually  liable  for  ita  debts."  The 
members  of  an  incorporated  company  then  are  not  personally 
liable  for  ito  debts,  except  so  far  aa  they  are  made  liable  by 
statute.  In  this  respect  the  liability  of  the  members  of  com- 
panies governed  by  Uie  Companiea  Clauses  Consolidation  Act 
is  limited  to  the  amount  unpaid  on  their  shares  in  the  capital 
of  the  company.  Companies  registered  under  the  1862  Act 
may  according  to  the  wishes  of  the  founders  be  registered  with 
either  unlimited  or  limited  liability ;  in  the  former  case  their 
liability  is  of  course  as  extensive  as  their  means;  in  the  latter 
case,  if  the  limit  is  by  guarantee,  the  liability  ia  to  the  extent 
only  of  the  individual  guarantee;  if  the  limit  is  by  sharea,  to 
the  extent  of  the  amount  remaining  uncalled  upon  the  sharea. 
There  ia  an  important  distinction,  however,  between  the  lia- 
bility of  a  shar&older  under  the  Companies  Clauses  Act  snd 
under  the  1862  Act.  Under  the  Companies  Clauses  Act,  a 
creditor,  if  he  c«nnot  satisfy  his  judgment  agauist  the  assets  ol 
the  company,  can  issue  execution  against  an  indivldu^  share- 
holder to  the  extent  of  the  amount  such  shareholder  is  liable 
to  contribute  to  the  capital  of  the  company.  Under  the  1862 
Act,  a  judgment  against  a  company  csn  never  issue  sgainst  an 
individual  shareholder;  the  liability  of  the  latter  is  a  liability 
only  to  contribute  pari  pauu  with  others  to  the  assets  of  the 
company,  and  this  liability  can  only  be  enforced  by  a  creditor 
by  petitioning  the  Court  to  wind-up  the  company. 

Some  exceptions  to  the  above  principlea  of  liability  exist 
which  should  be  borne  in  mind,  vis. : — 

Ist.  A  company  can  be  registered  with  limited  liability  for 
the  members,  but  with  unlimited  liability  for  the  directora. 
This  kind  permission  waa  accorded  by  the  Amending  Act  ol 
1867,  when  the  country  was  decrying  directors  for  the  disasters 
of  1866 ;  I  have  never  knovm,  however,  a  case  in  which  thia 
provision  has  been  acted  upon.  ^ 

2nd.  If  a  company  under  the  1862  Act  carries  on  busmese 
for  six  months  vrith  less  than  seven  members,  all  the  member* 
cognisant  of  the  fact  are  severally  liable  for  the  debte  con- 
tracted by  the  company  during  that  time,  and  maybe  used  ac- 

Srd.^iny  officer  of  the  company  who  suppresses  the  wcwd 
limited  when  incurring  any  liabiHty  for  a  company  is  hable  for 
the  amount  thereof,  unless  it  be  duly  paid  by  the  company. 

4th.  The  liability  of  limited  Banking  Companiea  issuing 
notes  is  unUmited  ui  respect  of  such  notes.  ^ 

5th  When  companiea  with  unlimited  liabmty  register  aa 
limited  under  the  Act,  the  liability  of  the  members  for  matters 
occurring  before  such  registration  remains  unlimited. 

A  few  words  as  to  the  commencement  and  duration  of  » 
shareholder's  liability.  A  distinction  should  be  noted  between 
the  liability  of  a  new  ahareholder  m  a  company,  uid  ^t  of  an 
incoming  partner  in  an  ordinary  partnership.    In  the  latter 
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case  the  new  partner  cannot,  unless  by  special  agreement,  besued 
for  liabilities  incurred  prior  to  bis  joining  the  firm.  A  share- 
bolder  buying  shares,  howeyer,  takes  them  with  all  liabilities 
thereto  pertaining,  and  cannot  repudiate  liabilities  incurred 
prior  to  his  membership.  A  shareholder's  liability  ceases 
under  llie  Companies'  Clauses  Act  when  he  ceases  to  be  a 
shareholder,  but,  under  the  1862  Act,  it  continues  for  twelve 
months  after  his  retirement  from  the  company  in  respect  of 
liabilities  contracted  during  his  membership,  provided  the  ex- 
isting members  cannot  discharge  them ;  his  liability  is,  however, 
limited  to  the  amount  unpaid  on  the  shares  transferred  by 
him. 

Having  thus  studied  the  birth,  the  internal  economy,  and  the 
external  relations  of  companies,  it  now  only  remains  to  con- 
sider their  death  and  burial,  or  what  in  legal  language  is 
termed  their  winding-up  and  dissolution.  I  shall  not  enter  at 
any  length  into  this  part  of  the  subject,  as  I  see  by  the  list  of 
lectures  that  you  will  have  the  advantage  of  hearing  a  lecture 
by  Mr.  Fisher  on  **  Liquidators  and  Trustees,"  and  that  part  of 
Company  Law  which  refers  to  windine-up  falls  naturally  into 
the  consideration  of  liquidators.  In  Uiis  closing  portion  of  a 
companv's  life,  the  two  streams  of  companies  which  we 
have  followed — those  incorporated  by  registration,  and  those  by 
Special  Act— amalgamate  and  are  alike  dealt  With  under  the 
Companies  Act,  1862 :  all  partnerships,  associations,  and  com- 
panies of  more  than  seven  members,  excepting  only  Railway 
Companies  and  a  few  unimportant  exceptions  are  wound-up 
under  the  provisions  of  that  A.ct.  Respecting  Railway  Com- 
panies there  is  a  Special  Act  enabling  the  directors  of  insolvent 
companies  to  submit  schemes  for  the  setUement  of  such 
companies'  affairs  to  the  Court  of  Chancery,  llie  Court 
having  jurisdiction  in  the  winding-up  of  companies  is  the 
Court  of  Chancery,  except  only  that  cost-book  mining  com- 
panies are  wound-up  in  the  Court  of  the  Vice- Warden  of  the 
Stannaries.  In  the  case  of  other  companies,  moreover,  the 
Court  of  Chancery  mav  direct,  after  the  winding-up  order  is 
made,  that  the  proceedings  shall  be  continued  in  the  Court 
of  Bankruptcy,  or  in  the  local  County  Court.  There  are  three 
modes  of  winding-up,  viz.  voluntary  liquidation,  voluntary 
liquidation  under  the  supervision  of'^the  Court,  and  compul- 
fiorjT  liquidation.  Registered  companies,  which  include  com- 
panies registered  under  the  repealed  Joint  Stock  Acts  1856, 
1858,  as  well  as  those  imder  the  1862  Act,  can  be  wound-up  in 
any  one  of  these  three  ways ;  but  unregistered  companies 
can  only  be  wound-up  compulsorily,  or,  as  it  is  termed,  by  the 
Court.  I  shall  not  anticipate  what  Mr.  Fisher  will  say  in  de- 
fining accurately  these  three  kinds  of  liquidations,  but  will 
only  say  generally  that  in  a  voluntary  liquidation  the  liqui- 
dator is  almost  unfettered,  but  his  actions  can  be  reviewed  by 
the  Court  on  the  application  of  a  creditor  or  contributory ;  in 
a  compulsory  liquidation  the  liquidator  is  bound  hand  and 
ioot,  and  is  compelled  to  apply  to  the  Court  for  its  sanction 
at  every  step ;  in  a  liquidation  under  supervision,  he  is  left 
iree  to  the  extent  and  fettered  to  the  extent  which  the  Court 
in  each  particular  case  thinks  fit.  A  voluntary  liquidation 
ensues  when  the  shareholders  pass  a  special  or  extraordinary 
resolution  that  the  company  be  so  wound-up ;  a  liquidation 
under  supervision  is  brought  about  usually  when  any  share- 
holder or  creditor,  dissatisfied  with  the  conduct  of  a  voluntary 
liquidation,  makes  application  to  the  Court  thereupon ;  a  com- 
pulsory liquidation  or  liquidation  by  the  Court  is  decreed  by 
the  Court  alone,  and  may  be  applied  for  by  the  company,  by 
one  or  more  creditors,  or  by  one  or  more  contributories.  This 
latter  is  the  new  name  which  shareholders  take  when  liqui- 
dation commences,  the  term  is  wider  than  the  term  share- 
holders, as  under  various  decisions  many  non-shareholders, 
have  been  held  to  be  contributories.  The  circumstances  under 
which  a  registered  company  will  be  wound-up  compulsorily 
sore  five,  viz.  :— 

1.  When  the  company  has  passed  a  special  resolution 

requiring  it  to  be  wouna-up  by  the  Court 

2,  When  the  company  does  not   commence  business 

vrithin  a  year  of  its  incorporatioii»  or  suspends  its 
businsis  tor  a  year. 


8«    When  the  members  are  reduced  in  number  to  lea* 
thui  seven. 

4.  When  the  company  is  unable  to  pay  its  debts. 

5.  Whenever  the  Court  is  of  opinion  that  it  is  just  and 

equitable  it  should  be  wound-up. 
In  an  unregistered  company  the  first  and  third  of  the  fore- 
going do  not  apply.  In  connection  vrith  the  inability  of  a  com* 
pany  to  pay  its  aebts  as  a  ground  for  winding-up,  considerable 
litigaUon  took  place  some  years  ago  in  connection  witfi  the 
European  Assurance  Society,  which,  although  in  an  insolvent 
condition,  on  a  just  valuation  of  its  liabilities,  had  neverthdeia 
paid  all  claims  which  fell  due,  and  on  that  ground  the  Court 
refused  to  make  a  winding-up  order.  An  Act  has  since  been 
passed  under  which  the  Court  can  order  a  life  Insurance  Conv- 
pany  to  be  wound-up  when  it  is  proved  to  be  insolvent ;  and 
in  determining  whether  it  be  insolvent,  the  Court  can  take  into 
account  its  contingent  and  prospective  liabilities ;  but  as  re- 
gards other  companies,  the  principle  remains  that  the  debt  on 
the  inability  of  the  company  to  discharge  which  the  petition  as 
based,  must  be  a  debt  actually  due,  not  a  prospective  or  con- 
tingent liability.  The  Court  acts  on  different  principles  in  re- 
gsrd  to  granting  a  winding-up  order,  according  as  the  petition 
IS  presented  by  a  creditor  or  a  contributory.  When  a  petition 
is  presented  by  a  creditor,  and  his  debt  is  undisputea  or  has 
been  established  by  judicial  proceedings,  the  Court  irill  make 
a  winding-up  order  almost  as  a  matter  of  course ;  when,  how- 
ever, the  petition  is  presented  by  a  contributory,  the  Court* 
beyond  bemg  satisfied  that  the  company  is  wiUun  the  statu- 
tory provisions  justifying  a  vrinding-up,  will  consider  whether 
the  winding-up  order  is  necessary  or  expedient  in  the  interests 
of  the  shareholders  generally.  When  a  winding-up  order  is 
made,  the  next  step  is  the  appointment  of  liquidator,  but  this 
brings  me  to  the  point  at  which  the  subject  of  Mr.  Firiier's 
lecture  commences.  As  the  ground  I  have  travelled  over  is 
certainly  extensive  enough  to  afford  you  food  for  reflection,  I 
shall  not  ask  you  to  go  any  fuifther  with  me.  In  conclusion, 
I  have  only  to  express  my  hope  that  the  hasty  view  the  time 
at  my  disposal  hss  enabled  me  to  give  you  of  Companies  and 
Company  Law  may  be  of  some  use  to  you  in  quslij^^ing  for 
your  profession. 


MANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


The  Inaugursl  Meeting  of  this  Society  was  held  on  the  12th 
Feb.  1883,  at  the  Memorial  Hall,  Albert  Square,  Manchester, 
when  die  President,  Mr.  Adam  Murray,  delivered  the  follow- 
ing address: — 

My  fitst  duty  is  to  thank  you  for  the  gratifying  distinction 
which  you  have  conferred  upon  me  in  electing  me  President 
of  your  Society. 

I  could  have  wished  that  your  choice  had  fallen  upon  some 
one  with  more  leisure  to  undertake  and  to  discharge  the 
duties  of  the  office. 

The  name  of  one  was  suggested  who  would  very  ablj  have 
filled  the  position,  and  whoTi  understood,  was  intendea  to  be 
proposed  for  it.  'Hjb  nomination  would  have  been  received 
with  satisfaction  by  all,  snd  had  I  thought  that  any  other 
course  would  have  been  taken,  I  should  have  endeavoured  to 
attend  the  meeting  to  urge  my  views. 

At  this  particmsr  season  of  the  year,  when  we  are  all  so 
much  occupied,  I  Celt  that  I  could  not  give  the  time  snd  atten- 
tion to  you  whkh  I  should  like. 

My  first  thought,  therefore,  was  to  ask  you  to  relieve  ae, 
and  elect  some  one  else,  beeause  I  considered  you  ought  to  have 
an  address  worthy  of  the  ocoarion,  and  which  I  did  not  see  my 
w^  to  find  leisure  for  the  preparation  of. 

Had  I  come  to  this  determination  hastily,  I  do  not  think  that 
I  should  have  been  willing  to  adhere  to  it,  because  my  doing 
BO  would  have  looked  like  indifGsrence  to  the  sueosM  of  yov 
Society,  which  would  hsve  conveyed  sn  impression  so  eootmy 
to  my  thoughts;  snd  I  did  not  see  that  I  ought  to  set  vp  mj 
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own  jadgment  ai^unat  the  opinion  of  so  many,  at  to  do  so 
would  have  been  worse  than  tne  case  of  the  one  juryman  who 
oould  not  eonTiee  the  others  that  they  were  wrong  in  their 
liew,  and  said  he  never  in  his  life  met  with  eloTen  su<^ 


And  now»  in  oongratnlating  you  (as  I  do  most  heartily)  on 
the  fonnation  of  your  Sooietj,  let  me  say  that,  so  far  as  hmlth 
and  opportunity  will  pernut,  I  shidl  be  glad  to  do  all  that  I 
can  to  promote  the  objects  of  your  Sodetyi  the  interests  of  the 
profieeuon,  and  of  those  who  are  coming  forward  to  ti^e  their 
places  in  it. 

Such  Sociedes  aa  yours  are  not  only  desirable,  but  indeed 
are  called  into  eziatence  almost  of  necessity  by  the  prominent 
poaition  which  accountancy  has  now  assumed. 

There  ia  quite  as  much  need  for  them  as  for  those  for  Uw 
students,  dyil  engineers,  architects  and  sunreTors,  medical 
atndenta,  aeientific  atudenta  and  others,  and  will  be  attended 
with  mutual  advantages  aUke  to  students  and  to  those 
advanced  iu  the  profession. 

Those  students  who  have  qualified  themselves  for  and  have 
passed  their  Preliminarjr  Examination  have  obtained  such  a 
general  knowledge  of  arithmetic,  mathematics,  and  other  sub- 
jects as  to  fit  them  for  entering  the  service  of  an  accountant, 
and  taking  a  practical  part  in  the  duties  of  the  profession  with 
a  view  to  their  Intermediate  and  Final  Examinations  in  the 
following  subjects,  as  prescribed  by  the  bye-laws :— bookkeeping 
and  accounts,  auditing,  partnership  and  executorship  accounts, 
liquidation,  trusteeship  and  receivership,  bankruptcy  and  com- 
mon law,  mercantile  law,  arbitrations  and  awards ;  and  every 
person  who  obtains  a  certificate  of  his  having  passed  the  Final 
Sxamination,  will  be  entitled  to  be  adaiitted  an  Associate  of 
the  Institute  of  Chartered  Accountants  in  England  and  Wides. 

The  questions  for  the  Final  Examination  in  July  last  were 
given  in  lull  in  The  AeoomUant  of  the  2nd  of  September,  and 
these  qnestiona  are  such  that  we  may  all  profit  oy  the  study 
of.  Students  will  do  well  to  make  themselves  masters  of  the 
whole  of  them,  so  as  to  understand  them  thoroughly,  because, 
although  they  may  give  correct  answers  in  writing,  they  will 
bcfurtaer  required  to  pive  vied  voce  answers  in  support  and 

^        '  n  of  their  written  answers. 


And  here  I  would  make  mention  of  the  material  assistance 
which  Manchester  students  have  received  at  the  Owen's 
Collc^  Evening  Classes  of  the  Yictoris  University. 

Since  the  granting  of  the  Charter  to  Accountants,  in  May, 
1880,  I^ind^  Greenwood,  the  Vice- Chancellor  of  the  Victoria 
University,  nas  tcJien  special  interest  in  the  object  of  the 
Charter,  and  having  seen  the  importance  of  providing  instruc- 
tion to  those  preparing  themselves  for  examination,  he  made 
the  following  reference  thereto  in  his  report  of  the  Evening 
Claasea  in  May  last ; — 

*<  In  the  prospectus  of  the  session  which  ends  to-night  it 
was  pointed  out,  at  the  suggestion  of  the  Secretary  to  the 
CouncU  of  the  Institute  of  Bankers,  that  certain  of  our 
classes,  viz ,  those  in  algebra,  political  economy,  and  mercan- 
tile law,  would  be  found  serviceable  to  candidates  for  the  cer- 
tificates given  after  examination  by  the  Bankers'  Institute. 
As  the  number  of  students  in  all  these  subjects  shows  an  in- 
crease, it  may  be  inferred  Uiat  a  certain  number  of  them  were, 
in  fact,  candidates  for  the  examinations  referred  to,  and  I  may 
repeat  here  the  intimation  of  the  prospectus,  that '  additions 
classes  in  other  sulgects  included  in  the  certificate  examina- 
tion (in  banking)  will  be  instituted  if  a  sufficient  number  offer 
themselves  at  (or  before)  the  beginning  of  the  next  session.' 

••  Another  body,  closely  resenuiling  Uie  Institute  of  Bankers, 

has  recently  been  incorporated  by  Boyal  Charter — I  mean  the 

*  Institute  of  Chartered  Accountants  in  England  and  Wales,' 

the  Ins  itute  contemplates  the  estabUshment  of  an  examination 

test  for  admission  into  their  body.    This  examination  will  be 

of  wider  range  tiian  that  of  the  Bankers'  Institute,  including  in 

addition  to  what  I  may  term  the  professional  subjects  (such  as 

arithmetic  and  mathematics,  bookkeeping  and  accounts,  the 

prindplea  of  mercantile  law,  and  the  lair  of  bankruptcy)  an 

examination  in  general  knowledge,  including  languages  and 


physical  science.  Almost  all  of  the  subjects  enumerated  are 
alreadv  found  in  the  subjects  uught  in  our  Evening  Classes, 
and  when  the  Institute  of  Accountants  has  fully  organised  its 
examinations,  I  have  no  doubt  that  we  shall  be  able  to  make 
complete  provision  for  persons  engaged  in  preparation  for  it." 

The  Vice- Chancellor  having  aince  then  placed  himself  in 
communication  with  aecountanta,  classes  were  formed  specially 
adapted  to  accountancy  students.  I  look  upon  it  as  an  ex- 
ceeoingly  fortunate  circumstance  that  those  in  Manchester 
and  the  neighbourhood  intending  to  pursue  the  profession, 
have  thus  the  opportunity  of  receiving  the  valuable  aid 
which  the  leamea  professors  are  competent  to  eive.  Some 
whohave  availed  themselves  of  the  privilege  have  acknowledged 
their  obligations,  and  also  that  they  would  not  otherwise 
have  been  so  well  prepared  for  their  examination.  Ko  doubt 
others  also  will  desire  to  make  use  of  these  clssses.  How 
many  there  are  among  the  old  accountants  who  would  gladly 
have  embraced  the  same  opportunities  in  their  young  days,  but 
at  that  time  accountancy  was  comparatively  little  practised, 
and  we  were  left  to  improve  ourselves  as  best  ire  oould  with 
little  or  no  assistance.  Before  passing  from  the  subject  of 
examinations,  let  ine  caution  students  not  to  rely  too  much 
upon  the  knowledge  acquired  for  their  examinations. 
Ordinary  competitive  examinations  have  their  advantages, 
no  doubt,  but  tne  man  who  takes  the  highest  number  of  marks 
does  not  always  turn  out  equally  well  with  those  below  him. 
The  success  in  such  exanunations  maybe  attributable  in  a 
great  measure  to  the  "  power  of  memory,"  proficiency  in 
mathematics,  and  would  not  alone  be  evidence  of  brain  power, 
because  the  student  may  simply  have  gone  through  so  much 
work  by  rule.  Unless  the  reasoning  powers  have  been  brought 
into  exercise,  the  student  has  not  d[erived  the  greatest  benefit. 

In  our  Institute  Examinations  there  are  more  reliable  tests, 
and  there  is  not  the  same  objection  to  them  as  to  ordinary 
examinations:  this  being  provided  against  in  the  subpecta 
selected— for  which  intelligence  and  thought  are  required; 
and  there  is  also  this  difference,  that  while  you  are  receiving 
theoretical  instruction,  you  are  aimultaneously  applying  your 
knowledge  in  practice. 

Studenta  must  not  only  have  stores  of  knowledge,  but  they 
should  have  the  power  to  reason.  Well,  I  do  not  know  in 
what  better  way  this  power  can  be  strengthened  in  our 
students  than  by  the  holding  of  meetings,  debates,  and  the 
delivery  of  lectures,  &c.  You  have,  I  believe,  within  your- 
sdvea  all  the  elements  of  success  in  the  ability  and  the  mtel- 
ligence  possessed  by  the  ordinary  members  of  your  Society. 
You  need  never  be  at  a  loss  for  suljects  for  discussion,  and  if 
the  Committee  can  include  a  few  lectures  in  their  programme,  I 
venture  to  say  that  many  of  your  honorary  members  will  cheer- 
fully give  the  time,  and  be  prepared  to  assist  in  our  mutual 
improvement.  • 

There  was  an  inquiry  in  The  AecounimU  a  short  time  since, 
*•  Whether  there  waa  any  good  book  on  Corporation  Accounta 
which  would  be  useful  to  a  Borough  Auditor  ?"  Some  of 
those  already  engaged  in,  or  others  who  may  yet  be  concerned 
in,  the  audit  of  Corporation  accounts,  might  give  the  members 
of  the  Society  the  benefit  of  their  experience.  There  should 
be  one  main  object,  that  is,  to  make  our  information  common 
property.  We  are  all  students,  more  or  less,  and  while  many 
of  us  during  our  practice  have  been  assisting  to  tesch  others, 
we  have  throughout  been  conatantly  addmg  to  our  T)wn 
knowledge  and  experience,  which  we  know  will  never  be  fully 
complete. 

We  have,  through  the  medium  of  The  Aceountant,  the  oppor- 
tunity of  knowing  what  other  Studenu'  Societies  are  doing, 
and  our  proceedings  would  likewise  be  read  with  interest. 

Our  Society  ought  not,  and,  I  believe,  will  not  be  behind 
similar  societies,  as  it  has  advantages  in  numbers,  and  other- 
wise, equal  to  those  of  any  other  provincial  centre. 

An  incentive  to  be  successful  in  your  examinations  mav  not 
be  required,  but  if  to  hold  out  any  inducement  is  desirable,  I 
am  prepared  to  place  at  the  disposal  of  the  Committee  the 
nucleus  of  a  fund,  to  be  applied  in  such  manner  as  they  may 
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determine,  in  prizes  for  eBsaye,  either  on  general  accoontaney, 
■ome  particuliur  brancb,  or  for  the  highest  number  of  marks 
which  any  candidate  mar  obtain. 

In  the  Institute  Bye«law8  power  is  giTen  to  employ  the 
funds  of  the  Institute  in  the  foundation  of  prices,  scholar- 
ships, or  exhibitions  in  connection  with  the  subjects  of  the 
examinations. 

I  am  glad  to  see  that  Mr.  Fisher,  of  Birmingham,  has  pro- 
posed for  the  consideration  of  the  Council  of  the  Institute  that 
a  oertiftcate  of  merit  be  issued  to  all  candidates  at  examina- 
tions who  have  obtained,  or  shall  obtain,  more  than  a  certain 
number  of  marks,  such  number  to  be  settled  by  the  Examina- 
tion Committee. 

It  may  be  useful  also  to  mention  that  the  Council  of  the 
Institute  has  resolyed  that  the  qaestions  at  the  examinations 
in  December  last  shall  be  printed  and  issued. 

I  may  farther  state  that  the  solicitors  of  the  Institute  are 
still  of  opinion  that  the  Council  have  not  power  to  grant  cer- 
tificates to  Associates  not  in  practice,  and  they  suggest  that  if 
it  be  found  desirable  to  issue  certificates  to  non-practising 
members,  a  bye-law  shall  be  framed  authorising  such  issue. 

The  Birmingham  Society  is  doing  good  work ;  that  at  New- 
castle-on-Tyne  has  commenced  well ;  the  propostd  to  form  a 
London  Society  has  been  mooted,  if  the  formation  has  not 
actually  taken  place ;  and  I  hope  we  shall  hear  soon  of  the 
inauguration  of  the  Liverpool  Society,  which  has  already  been 
formed. 

TAtf  Accountant  newspaper  is  perused  by  a  large  number  of 
subscribers  with  interest  and  profit,  and  it  would  be  an  advan- 
tage if  it  were  more  frequently  supplied  with  papers  contri- 
buted by  accountants,  relatins  more  especially  to  any  new 
experience  they  may  hare  had  upon  any  particular  question 
which  would  be  interesting  and  valuable  to  others. 

A  verv  admirable  course  of  Commercial  Law  Lectures  has 
been  delivered  at  the  Athenieum  during  this  winter  by  Mr. 
Byrne  and  Mr.  H.  Spencer  Wilkinson,  including  subjects  of 
interest  to  those  engaged  in  commerce  as  well  as  to  law 
students,  accountancv  students,  and  others.  The  lectures  were 
largely  attended,  and  I  am  sure  with  advantage  to  all  who 
heard  them.  That  upon  Bills  of  Exchange  contained  much 
information  upon  a  subject  which  requires  great  consideration 
by  students.  From  an  accountant's  point  of  vie#  the  subject 
would,  of  course,  have  been  somewhat  differently  treated. 
Young  accountants  have  usually  considerable  difficulty  in 
connection  with  Bills  of  Exchange  in  the  accounts  of  a  large 
oommerdal  house  in  liquidation,  and  in  early  experience  they 
are  not  easily  understood  in  preparing  a  statement  of  affidrs. 
Students  should  not  omit  the  opportunity  of  hearing  such 
lectures  as  those  which  were  delivered  at  the  Athensum. 

A  correspondent,  in  a  recent  number  of  the  Ataneheiter  City 
Newt,  drew  attention  to  the  great  absence  of  a  knowledge  of 
bookkeeping,  and  asked  why  the  study  of  it  in  our  schools  has 
■o  long  been  made  subordinate  to  other  or  less  useful  subjects. 
He  advocated  the  forming  of  classes  for  the  special  study  of 
commercial  bookkeeping,  and  the  delivery  of  lectures  tiiereon 
by  experienced  clear-headed  business  men,  and  urged  the  im- 
portance of  young  men  giving  their  attention  to  the  subject. 

When  I  asked  why  bookkeeping  is  not  taught  in  schools, 
I  have  been  told.  We  do  not  undertake  it,  because  to  teach  the 
theory  is  of  very  little  value,  and  in  practice  there  would  be 
00  much  to  unlearn  of  the  theory  which  might  be  taught  at 
schools.  The  suggestion  of  the  writer  to  the  City  New$ 
has  been  already  anticipated.  At  another  Manchester 
college  the  value  of  instruction  of  this  kind  has  been 
recognised  bv  the  principal,  and  the  services  of  a  well- 
known  Manchester  accountant  being  secured,  he  has  during 
the  iMt  year  taken  a  general  direction  of  the  busmess  in- 
struction at  the  college,  and  has  siven  a  course  of  theoretical 
and  practical  lectures  to  those  students  who  are  either  prepar- 
ing for  accountancy  or  for  commerce,  or  who  are  desirous  of 
obtaining  a  thorough  and  practical  knowledge  of  bookkeeping 
for  the  regulation  of  their  own  private  af&irs  or  otherwise. 
The  importance  and  advantage  of  instruction  of  this  kind, 


given  by  one  of  our  profession  having  large  and  varied  prac- 
tice, must  be  obvious. 

I  am  authorised  to  say  that  the  lectures  have  given  entire 
satisfaction,  the  lecturer  being  eminently  qualified  for  the 
position.  More  attention  to  bookkeeping  and  accounts  as  a 
part  of  ordinary  education  will,  in  my  opinion,  be  forced  upon 
us  by  the  necessities  of  the  times  and  the  changes  in  business 
consequent  on  the  reduced  profits  of  many  individuals  and 
firms  engaged  in  manufactures  and  commerce.  All  vocations 
are  crowded  to  excess,  and  existence  becomes  more  difficult, 
the  competition  for  employment  having  to  be  struggled  againaU 
Therefore  it  follows  that  the  standard  of  attainment  in  know- 
ledge and  practical  skill  will  be  raised,  and  those  who  from 
their  qualifications  are  likely  to  be  the  most  useful  will  have 
the  preference,  where  business  expenses  have  to  be  reduced 
by  employing  a  fewer  number  of  assistants. 

The  example  which  I  have  referred  to  as  having  been  set  by 
one  of  our  colleges  may  well  be  imitated  by  the  older  univer- 
sities, as  well  as  the  younger  academical  bodies,  such  as  the 
London  University,  that  at  Liverpool,  and  eLsewhere. 

Who  will  say  that  the  time  may  not  come  when  there  will 
be  at  our  Victoria  University  a  chair  of  bookkeeping  and 
accounts  with  a  practical  accountant  as  the  professor ! 

What  the  Germans  call  the  •*  Bread  Studies,"  that  is,  those 
that  can  be  made  immediately  practical  and  profitable,  are  be- 
coming more  and  more  necessary  in  education,  which  in 
future  will  be  much  more  in  accordance  with  the  reqoire- 
ments  of  the  times. 

Then,  again,  how  valuable  would  a  knowledge  of  bookkeeping 
and  accounts  be  to  so  many  in  various  stations  of  life.  Some- 
times we  find  barristers  and  solicitors  familiar  with  accounts, 
but  these  are  rare  exceptions.  Such  a  knowledge  would  be 
very  useful  to  members  of  town  councils.  How  many  are  there 
in  our  own  town  council  or  among  the  ratepayers  who  could 
understand  the  corporation  accounts  in  the  incomplete  way  in 
which  they  were  prepared  and  issued  for  so  many  years,  or 
could  form  an  opimon  as  to  the  life  annuity  account  of  the 
water  committee  ?  An  ex-'mayor,  in  a  letter  to  one  of  our 
newspapers,  a  few  months  since,  stated  that  the  life  annuity 
account  had  been  profitable,  but  this  is  not  shown  by  the  ac- 
counts, and  he  is  believed  to  have  hazarded  an  opinion  which 
will  not  be  borne  out  by  the  facts. 

There  is,  perhaps,  an  inadequate  supply  of  law,  but  there  is 
a  deficiency  m  the  knowledge  of  accounts  in  our  Town  Council, 
and  a  few  retired  accountants,  or  of  those  who  can  give  suffi- 
cient time  for  their  businefs,  would  be  a  useful  addition 
thereto.  The  general  experience  is  that  business  knowledge 
and  usefulness  are  more  largely  possessed  by  members  of  the 
Council  of  our  smaller  Boroughs.  It  mav  be  that  the  repre- 
sentatives are  less  engaged  in  business,  and  thus  more  at  liberty 
to  attend  to  their  public  duties,  or  that  they  are  brought  into 
closer  contact  with  the  ratepayer,  who  are  more  exacting  in  their 
requirements.  How  valuable  such  a  knowlege  of  accounts 
would  be  to  directors  of  public  companies !  Many  of  them, 
from  not  having  such  knowledge,  are  not  able  to  understand 
the  accounts  and  balance-sheet  of  a  company  as  they  ought  to 
do,  and  consequently  they  have  not  the  knowledge  of  the 
affairs  of  the  company  which  they  might  have  if  they  had 
received  a  training  in  accounts. 

Accountants  have  much  to  gain  and  nothing  to  lose  by  a 
knowledge  of  accounts  becoming  more  general.  Their  work 
would,  no  doubt,  then  be  much  more  appreciated  than  is  at 
present  the  case.  When  suggestions  are  made  to  committees 
or  directors,  the  acquiescence  by  them  in  proposed  changes 
is  too  often  from  passive  indifference,  rather  thim  from  active 
approval,  of  something  which  is  seen  to  be  an  advantage. 

We  may  expect  a  considerable  change  in  one  branch  of  our 
profession,  ^'banloruptcy  and  liquidation,"  as,  judging  from 
what  was  said  by  the  President  of  the  Board  of  Trade  at  Swan- 
sea ten  days  since,  a  new  Bankruptcy  Bill  is  likely  to  be 
introdiiced  into  the  House  of  Commons  during  this  session. 

The  main  alteration  wiU  probably  be  the  abolitioii  of  the 
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liquidation  by  arrangement  clauses,  and  if  it  be  the  general 
opinion  that  such  a  dianee  should  be  made,  accountants  can- 
not haye  any  objection.  On  the  contrary,  they  would  willingly 
enoowage  any  amendment  which  woula  bring  about  economy 
in  the  costs  of  liquidation  and  secure  the  largest  dividends. 

It  is  aatis&ctory  to  obserre  that  Chartered  Accountants  are 
now  reoeiTing  judicial  reootpition,  as  pointed  out  in  The  Ae* 
eounttmi  of  the  3rd  inst.,  the  learned  Master  of  the  BoUs  haying 
delegated  to  the  President  of  the  Institute  the  duty  of  nomina- 
ting a  Fellow  for  the  purpose  of  examining  certain  accounts. 
In  like  numnftr  another  of  the  judges  said,  about  ten  days 
since,  on  an  application  in  a  winding-up  case,  *'  that  a  partner 
in  a  weU-known  firm  of  accountants  in  London  had  beoi  ap- 
pointed li(|uidator,  and  it  could  not  be  supposed  that  he  would 
do  otherwise  than  disharge  his  duty  with  the  utmost  impar- 
tiaUty." 

And  now,  before  bringing  this  fragmentary  address  to  a 
dose,  let  me  offer  a  few  words  of  adyice  to  students.  Having 
had,  in  the  first  place,  a  good  general  education,  see  that 
the  knowledge  you  build  upon  it  has  a  wide  and  discursive 
range.  Be  rrady  listeners  to  those  who,  firom  their  experience, 
are  competent  to  impart  valuable  information  to  you.  Those 
in  earnest  will  avail  themselves  of  the  experience  of  others. 
While  being  prepared  to  act  on  your  own  judgment,  if 
necessary,  do  not  omit  to  take  counsel  with  others,  and 
thus  lessen  your  responsibility.  We  may  at  times  form 
opinions  which  we  may  see  reason  afterwards  to  change, 
as  we  do  not  always  arrive  at  the  right  conclusion  in  the 
first  instsnoe.  As  an  example,  take  the  question  arising 
out  of  the  additional  income  tax  granted  last  year;  whether 
it  is  a  further  charge  for  the  second  half-year  on  y,  or 
whether  the  tax  is  at  the  uniform  rate  of  6|d.  for  the  whole 
year.  Seeing  that  there  is  such  a  difference  of  opinion 
upon  the  suqject,  it  is  evident  that  many  of  the  letters 
of  newspaper  correspondents,  and  even  the  comments  of  editors 
themselves,  have  been  written  without  properly  considering 
the  question  or  studying  the  Acts  of  Parliament  and  the  ins- 
tructions issued  by  the  Board  of  Inland  Revenue.  The  diffi- 
culty in  arriving  at  a  correct  conclusion  has  been  increased  by 
importing  into  the  question  the  date  of  the  1st  of  January, 
when  the  tax  is  pajftile^  which  has  not  any  relation  to  it  at 
all,  the  only  date  to  take  into  account  being  the  due  date  of 
6th  of  April,  which  is  the  end  of  the  financial  year.  Students 
should  be  vrilling  workers,  ready  to  ffive  their  best  assistance 
when  there  is  a  pressure  of  work.  Such  will  gain  their  ex- 
perienoe  early,  and  thus  obtain  promotion  by  making  them- 
selves yslusble.  In  this  iray  they  irill  command  and 
receive  encouragement  and  assistance  from  those  with  whom 
they  are  associated,  and  in  like  manner  they  should  extend 
the  same  consideration  to  those  whom  they  may  afterwards 
have'  the  care  of.  Be  manly  and  dignified ;  modest  and 
respectful;  making  yourselves  agreeable  and  attractive 
to  all  vnth  whom  you  may  be  brought  into  contact.  Do 
not  delay  your  reading  until  the  eve  of  your  examina- 
tion. It  is  important  to  read  well  with  the  reasoning 
powers  and  the  imagination  awake.  Having  had  a  mental 
training  and  discipline  by  the  stores  of  knowledge  acquired, 
the  mind  should  be  strengthened  b^  bringing  that  knowledge 
into  iiractical  use.  More  than  teaching  is  required.  Yoamust 
train  yourselves  snd  understand  what  you  do.  Suggestiveness 
should  be  cultivated,  and  the  habit  of  vier.ing  a  subject  in  the 
various  vrays  in  which  it  is  capable  of  being  considered,  in  order 
that  you  may  not  form  a  one-sided  opinion. 

Among  ourselves,  as  a  body  in  Manchester,  it  is  pleasant  to 
think  that  we  have  had  so  much  regard  for  each  other,  Oiat  we 
have  been  unwilling  to  be  placed  m  competition  with  any  of 
our  brethren.  This  feeling  shoidd  not  be  disregarded,  and  all 
our  dealings  with  each  other  should  be  conducted  with  fairness 
and  honesty.  An  accountant  told  me  recenUy  that  he  had 
refused  to  be  nominated  for  an  important  audit  until  assured 
that  the  former  auditor  would  not  oSex  himself  for  re-election. 
It  is  within  my  own  knowledge  that  a  similar  appointment 
was  positiyely  refused  at  a  meeting  of  shareholders,  in  a  case 


where  a  change  was  desired  vrithout  there  being  any  good 
ground  why  the  auditors,  who  had  held  office  for  a  good  nnni- 
ber  of  years,  should  not  be  continued. 

Success  irill  only  be  achieved  by  perseveiing  application  and 
study,  but  diligence  and  attention  irill  accomplish  much. 
When  Opie,  the  painter,  was  asked  by  a  student  what  he  was 
in  the  habit  of  mixing  his  colours  vrith,  he  replied,  **  With 
brains. ' '  Students  in  accountancy,  or  anything  else,  may  apply 
this  advice.  They  will  find  that  littie  advancement  irill  be 
made  unless  they  work  intelligentiy.  I  think  it  was  Carlyle 
who  said  that,  '*  Work  is  the  mission  of  man  upon  this  earth." 
It  will  maintain  the  elasticity  of  the  mind,  ana  thus  continue 
the  spirit  of  youth  and  the  neshness  of  enjoyment  into  later 
years.  Most  men  who  have  led  active  lives,  and  have  had 
frequent  calls  on  their  capacity  for  work,  wiU  say  that  they 
have  had  great  enjoyment  throughout  it  sll.  Accountancy  u 
attractive  by  reason  of  the  diversity  of  the  work,  and  the 
change  of  thought  in  connection  with  its  various  branches. 
There  are  probably  few  accountants  who  woidd  wish  to  change 
their  vocation.  As  experience  increases,  the  interest  in  the 
work  grows,  and  the  conclusion  arrived  at  by  many  is,  that 
there  is  not  any  other  occupation  to  be  desired  in  exchange  for 
our  own. 

I  will  not  attempt  to  say  anything  upon  the  various  branches 
of  practice  in  our  profession.  Tou  wiU,  I  hope,  have  addresses 
from  time  to  time  by  others  upon  all  the  dutiea  which  devolve 
upon  accountants. 

A  duty  is  laid  upon  students  of  maintaining  the  prestige  of 
the  prowssion  by  upholding  its  character,  ana  doing  all  they 
can  to  preserve  a  hi^h  professional  standard.  I  am  glad  to  be 
present  on  this  occasion  to  testify  to  the  interest  and  sympathy 
with  which  I  regard  your  Society,  and  which  I  doubt  not  will 
be  supported  and  encouraged  by  the  profession  generally.  I 
am  aanguine  that  yoxir  Society  wul  have  a  prosperous  and  useful 
career,  and  that  in  due  time  many  of  the  ordinary  members  will 
occupy  prominent  positions  among  the  Manchester  Accountants 
of  the  future. 


Mr.  David  Smith,  the  Vice-President,  said : — ^It  is  a  matter 
of  sincere  congratulation  to  all  who  took  any  part  in 
the  commencement  of  this  Society  to  see  it  so  well  maugu- 
rated.  We  have  already  about  100  members  and  what  is 
abo  very  gratifying,  we  nave  the  nucleus  of  a  library  fund 
amounting  to  about  £25.  We  are  greatiy  indebted  to  our  re- 
spected President  for  the  valuable  counsel  he  has  given  us 
this  evening.  He  has  evidenUy  a  great  liking  for  the  pro- 
fession, without  which  none  will  be  able  to  do  much  good. 
I  think  we  may  take  Mr.  Murray  as  a  very  good  illustration  of 
what  may  be  attained  bv  industry  and  perseverance.  He  has 
told  us  these  societies  have  become  a  necessity  in  the  great 
commercial  centres  of  our  country,  and  such  is  the  case. 
Theie  is  no  doubt  that  commerce  is  a  very  dif&rent  thing  now 
firom  what  it  was  in  time  past.  All  modem  appliances  and 
inventions  have  tended  to  revolutionise  commerce.  Chartered 
Accountants  are  the  outcome  of  the  new  state  of  things,  and 
we  have  to  prepare  ourselves  for  the  new  and  importa  t  duties 
which  are  devolving  upon  us.  There  is  a  great  future  for 
accountancy.  In  the  past  we  have  been  looked  upon  as  mere 
bookkeepers,  but  in  the  future  possibly  we  shall  be  looked  upon 
as  advisers  also  in  the  matters  of  commercial  transactions. 
Mr.  Murray  has  already  referred  to  the  valuable  aid  which 
students  may  get  in  Manchester.  It  is  a  g;ood  thing  that  we 
live  in  a  university  city — a  university  that  is  prepared  to  lay 
itself  out  to  help  the  students  of  our  profession,  as  weU  as  of 
others.  Another  advantage  we  shall  possess  arises  from  the 
fact  Uiat  we  shall  probably  have  sittings  of  the  High  Court  of 
Justice  in  Manchester  more  frequentiy  than  was  formerly  the 
case ;  and  if  the  law  business  is  transacted  in  Manchester,  we 
shall  share  in  the  advantages  which  that  will  secure  for  this 
part  of  the  country,  and  we  may  take  it  that  altogether  in  the 
way  of  teaching  and  in  the  way  of  business  there  is  a  great 
future  for  properly  qualified  accountants. 

Mr.  Murray  has  referred  to  the  question  of  reduced  profits. 
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There  is  no  doubt  a  tendency  in  that  direction,  and  I  think 
that  we,  as  accountants,  will  haye  to  face  it. 

I  echo  heartily  what  our  President  said  as  to  a  liberal  educa- 
tion. Remember  that  you,  the  members  of  this  Society,  lunre 
a  great  deal  in  your  hands.  The  character  of  the  offices  which 
have  your  services  is  judged  yery  often  by  your  conduct,  and 
in  this  way  you  haye  a  great  responsibility.  I  hope  this  Society 
will  be  the  means  of  raising  the  character  and  improving  the 
position  of  both  the  employers  and  the  employed. 

I  have  been  asked  to  intimate  that  next  Monday,  the 
19th,  will  be  an  ordinary  meeting  night  of  the  Society;  it  is 
intended  to  have  an  open  discussion.  There  will  be  no  paper 
brought  before  you,  me  notice  being  too  short  for  that  pur- 
pose ;  but  it  is  proposed  to  take  up  more  fully  the  subjects 
touched  by  Mr.  Murray  in  his  address  to-night,  and  to  have  a 
free  conversation  thereon. 

Mr.  Murray's  paper  will  be  published  in  The  Accountant  of 
next  Saturday,  so  that  memb^  may  have  an  opportunity  of 
reading  and  considering  it. 

On  the  5th  March,  the  next  ordinary  meeting  night,  we  hope 
to  have  a  lecture  from  Mr.  C.  R.  Trevor,  F.C.A..  on  "book- 
keeping," which  will  be  fully  announced  in  due  time. 

Mr.  Trevor  on  rising  said : — I  wish  to  testify  to  the  great 

fleasure  with  which  I  have  listened  to  Mr.  Murray's  ad£es8, 
have  no  doubt  great  advantage  will  be  derived  from  his 
varied  remarks.  Our  work  includes  a  very  great  variety  of 
daties,  which  gives  an  additional  pleasure  to  it ;  while  on  the 
one  hand  it  taxes  us  to  a  great  extent  through  our  having  to 
JO  from  one  class  of  business  to  another  very  rapidly,  on  the 
other  the  variety  gives  great  relief. 

The  Society  will  be  very  useful  to  its  members  in  that  re- 
spect, inasmuch  as  it  will  be  necessary  to  have  a  variety  of  sub- 
jects incidental  to  the  various  departments  of  accountancy 
work,  which  the  members  will  not  always  be  able  to  obtain  in 
their  own  offices.  It  is  very  necessary  that  students  should 
have  an  opportunity  of  being  to  some  extent  familiar  with  the 
great  variety  of  work  which  we  have  to  undertake,  and  in  tJiiis 
respect  the  Society  may  be  very  helpful.  Mr.  Murray  has 
remarked  that  we  as  accountants  should  regard  ourselves  as 
not  merely  performing  certain  perfunctory  duties,  not  merely 
the  mechanical  checkins  of  figures,  but  that  we  should  look  at 
the  matter  from  an  intelligent  point  of  view,  and  think  rather 
of  our  duties  irith  a  view  to  gaining  the  confidence  of  our 
clients.  The  clerks  have  great  opportunities  of  gaining  the 
confidence  of  clients,  and  they  have  to  a  vei^  great  extent  the 
character  of  their  offices  in  their  hands,  and  it  is  important 
that  they  should  have  a  courteous  and  intelligent  readmess  to 
make  suggestions,  in  a  modest  quiet  wa^,  which  may  be  useful 
to  bookkeepers  and  employers  in  the  offices  in  which  they  msy 
be  engaged. 

It  is  important  that  there  should  be  a  very  high  moral  tone. 
Anything  wrong  should  be  pointed  out  in  a  modest  gentle 
way,  but  we  should  show  that  accountants  are  those  with 
whom  probity,  truthfulness  and  secrecy  as  to  the  afiairs  of 
those  by  whom  we  are  employed,  are  a  predominant  sine  qua 


non. 


1  have  great  pleasure  in  moving  that  a  vote  of  thanks  bo 
given  to  Mr.  Murraj  for  his  valuable  and  interesting  address. 

Mr.  Mather,  on  rising,  said :— I  take  the  liberty  of  rising  to 
second  that  proposition.  Mr.  Murray  reminded  me  of  a 
German  schoolmaster  who  had  the  habit  on  entering  his  school 
of  always  bowins  and  taking  off  his  hat  to  his  boys.  His  ex- 
planation was  tnat  amongst  his  bovs  there  were  the  future 
statesmen,  judges,  and  emment  merchant  princes.  He  fore- 
saw the  future  character  in  his  boys,  aud  deemed  it  was  right 
and  fitting  that  he  should  paj  deference  to  ii.  u  struck  me 
that  Mr.  Murray  foresaw  m  the  young  gentlemen  before 
him  to-night  the  future  members  of  the  firm  of  Broome, 
Murray  and  Co.,  in  Manchester.  Mr.  Murray  said  that 
we  were  all  students,  and  should  be  so  to  the  end  of  the 
chapter.  I  believe  that  I  have  learned  more  from  practical 
work  than  I  have  learned  from  books.  I  know  it  is  nothing  to 
ooast  of,  perhaps  if  I  had  learned  more  from  books  I  should 
have  had  a  much  better  pontion  than  I  have  now  at  an  Wlier 


period.  I  believe  with  Mr.  Murray  that  there  is  no  use  having 
brains  unless  you  use  them.  There  is  many  a  man  who  does 
not  get  on  because  he  does  not  use  his  brains.  I  believe  work 
does  not  kill  anybody,  but  toorry  has  killed  thousands.  When 
I  hear  of  men  failing  from  overwork,  I  think  it  is  only  over 
worry.  If  we  could  only  keep  our  minds  free  from  this  worry, 
we  might  last  a  great  deal  longer.  Another  point  which  it  is 
important  for  young  accountants  to  remember  is  that  of  the 
moral  responaibiiity  which  attaches  to  the  profession.  We 
must  all  nave  thought  how  frequently  we  are  placed  in  a 
position  when,  by  want  of  confidence  and  firm  determination 
to  decide  upon  wnat  we  know  and  feel  to  be  right,  we  might  do 
serious  injustice  to  clients,  of  which  nobody  would  be  any  the 
wiser.  It  rests  with  accountants  to  do  justice  or  injustice  in 
these  cases,  and  we  cannot  too  constantly  bear  in  mind  that 
our  profession  is  one  which  involves  constant  moral  responsi- 
bility. No  one  is  entitled  to  be  called  a  good  accountant 
unless  his  moral  character  can  be  relied  on  wherever  he  goes. 
Anything  which  would  deteriorate  that,  ought  to  be  denounced 
as  contrary  to  the  profession  of  accounts. 

Mr.  Guthrie  saia :  —I  am  glad  to  be  able  to  support  this  reso- 
lution, not  only  for  its  own  sake,  but  by  way  of  expressing  just 
a  few  words  of  congratulation  on  the  inauguration  of  the 
Society,  for  I  believe  it  will  be  the  means  of  developing,  in  a 
very  considerable  measure,  the  abilities  of  the  young  men  now 
growing  up.  The  particular  matter  for  congratulation,  and 
one  which  augurs  most  for  its  success  in  the  future,  is  the  fact 
that  it  was  initiated  by  the  students  themselves.  It  was  not 
the  suggestion  of  principals,  or  of  any  councils,  or  committees, 
but  it  came  from  those  who  are  intending  to  make  something 
of  themselves,  and  with  that  intention  heartily  and  earnestly 
persevered  in,  there  is  no  room  for  misgiving  as  to  the  conse- 
quence. They  may  all  be  assured  that  there  is  nothing  but 
satisfaction  in  the  older  members  of  the  profession  (not  wat  I 
am  so  very  old  myself)  in  the  fullest  development  of  the 
younger  men. 

In  liOndon  we  will  shortly  see  a  society  of  a  similar  charac- 
ter ;  Birmingham  has  led  the  way,  Manchester  has  very 
rapidly  followed,  and,  as  in  all  good  things,  London  wiU 
follow  after. 

I  do  not  know  at  the  present  moment  whether  this  is  the 
occasion  to  go  into  a  justification  of  the  institution  of  the 
Charter,  but,  so  far  as  its  advantages  are  concerned,  Uiey  are 
very  rapidly  exhibiting  themselves.  We  have  not  only  gained 
the  recommendation  which  the  President  mentioned  to  you, 
and  quoted  as  valuable  to  the  profession,  namely,  the  fact  that 
one  of  the  highest  judges  in  the  land  had  referred  to  the  Presi- 
dent of  the  Chartered  Institute  as  to  the  selection  of  a  Pellow 
of  the  Institute  to  settle  a  point  which  was  then  in  Court,  but 
other  high  authorities  have  also  gone  so  far  as  to  confer  with 
representative  members  of  the  Institute  as  such,  on  the  subject 
of  contemplated  legislation,  in  a  department  of  legislation 
having  special  interest  to  accountants,  but  which  at  this  time  it 
may  perhaps  not  be  appropriate  more  particularly  to  indicate. 
But  the  circumstance  is  a  very  satisfactory  one  as  showing  the 
way  in  which  accountants  are  establishing  a  position  in  the 
land  through  the  instrumentality  of  the  Charter  which  we  now 
hold. 

I  would,  just  before  sitting  down,  desire  to  emphasise  in 
every  way  possible  the  exhortations  which  came  from  the  chair, 
and  which  were  also  dwelt  upon  by  Mr.  Trevor,  that  we  should 
all  of  us  hold  before  our  minds  not  only  the  bare  subject  of 
figures  and  their  applications,  but  also  remember  our  human 
relations  to  each  otner,  and  cultivate  a  spirit  of  chivalry  within 
the  circle  we  occupy,  so  that  in  the  exercise  of  our  practice  we 
may  have  mutual  pleasure,  and  cultivate  mutual  regard  and 
consideration,  coincidently  with  the  making  of  our  separate 
gains. 

I  hope  that  all  the  young  men  will  try  and  develop  habits 
and  manners  and  modes  of  dealing  with  each  other  which  will 
make  them  worthy  of  the  confidence  which  is  entertained  as  to 
the  future. 

Mr.  David  Smith»  the  Vice-President,  on  rising,  said :— I  am 
sure,  gentlemen,  I  need  not  put  the  resolutioni  but  you  will 
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carrj  with  acdamatioii,  "  That  the  best  thanks  of  this  meeting 
be  giTen  to  Mr.  Murray  for  bis  address  this  eTeoine." 

Mr.  Higson,  the  Chairman  of  Committee,  said  he  thought 
there  was  one  way  in  which  they  might  supplement  this  hearty 
Tote  of  thanks  to  Mr.  Murray,  and  Uiat  was  by  erery  one,  who 
had  not  already  done  so,  putting  down  his  name  as  a  member 
before  he  left.  Mr.  Piggott  would  be  Terr  glad  to  receiye  the 
Bsmes,  and  Mr.  Cooke  would  be  yery  glad  to  receiTe  the  half- 
guineas. 

Mr.  Murray,  in  returning  thanks,  said  :--It  giyes  me  great 
pleasure — the  fact  of  this  large  meetins — and  I  can  only  regret 
that  the  address  was  not  so  &le  as  I  should  haye  liked,  partly 
from  not  haying  the  leisure  at  this  particular  time  of  the  year, 
as  I  hare  said,  together  with  the  difficulty  in  finding  an  address 
which  is  suitable  altogether  for  students.  It  has  oeen  a  very 
fragmentary  one,  Terr  mixed— howerer,  I  thought  there  were 
some  thinga  in  it  which  would  be  suitable.  There  was  an 
address  I  gate  about  a  year  since  which  I  could  scarcely  haye 

g'yen  you  oyer  again  to-night.  I  am  yery  glad,  howeyer,  to 
lye  had  the  opportunity  of  giving  you  the  address,  it  keeps 
one  from  getting  rusty.  I  should  like  to  refer  to  tiie  question 
of  certificates  for  *<  Associates  not  in  practice."  The  solicitors 
of  the  Institute  are  still  of  opinion  that  the  Council  have  not 
the  power  to  grant  certificates  to  "Associates  not  in  practice," 
snd  it  has  beoi  suggested  that  if  it  should  be  found  desirable 
to  issue  certificates,  a  new  bye«law  should  be  passed.  I  trust 
this  difficulty  will  be  got  oyer  in  the  way  suggested. 

[Two  sentlemen,  who  were  on  the  platform,  on  being  applied 
to  by  Mr.  Murray,  staled  that  at  the  last  meeting  of  the 
Council  the  matter  was  referred  to  the  General  Puiposes  Com- 
mittee that  they  might  settle  a  form  of  receipt  which  would 
meet  the  difficulty.] 

Mr.  Murray,  resuming,  announced  that  this  concluded  the 
business  of  the  meeting,  unless  some  gentlemen  willed  to  say 
something,  which  th^  would  be  yery  glad  to  hear. 

Mr.  Piggot  (the  Honorary  Secretay)  rose  and  said  be 
laboured  under  a  considerable  disadyantage,  coming  last  after 
the  gentlemen  who  had  so  ably  preceded  him.  He  would  ask, 
with  reference  to  the  working  of  the  Society,  that  the  members 
would  not  leaye  it  all  to  the  committee,  nor  the  committee  to 
any  large  extent  to  himself ;  and  he  trusted  that  when  they 
had  meetings  fidrly  established  they  would  haye  a  good  ayerage 
attendance  at  the  meetings.  They  had  now  about  100  mem- 
bers, and  he  thought  they  ought  to  haye  at  each  meeting  at 
least  75  on  an  ayerage  present.  He  anticipated  that  in  another 
month  they  would  have  200  members.  They  had  sent  out 
about  200  circulars  to  all  the  Charteied  Accountants  in  the 
district. 

They  hoped  to  haye  a  yariety  of  lectures  and  papers,  but,  he 
thought,  at  the  same  time,  that  they  should  not  oyerlook  the 
importance  otelaues^  and  it  would  be  wise  if  a  resolution  (not 
necessarily  to  be  made  by  this  meeting)  was  forwarded  to  the 
President  of  the  Victoria  UniTersity  asking  him  to  form  classes, 
not  for  seneral  knowledge,  but  for  those  special  subjects  which 
would  be  useful  to  the  profession  in  particular.  His  idea 
would  be  to  make  them  classes  under  the  auspices  of  this 
Society,  not  open  to  all  comers,  but  formed  for  ana  used  by  the 
members  of  this  Society ;  and,  if  honorary  members  wovdd 
interlude  these  classes  with  their  addresses,  he  thought  they 
would  go  on  in  a  fair  way  to  success. 

The  proceedings  terminated  about  eight  o'clock,  after  which 
numerous  members  were  enrolled. 
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The  Inangiiral  Meeting  of  the  aboye  Bodety  was  held  on 
Tuesday  eyening,  the  24th  of  April,  at  St.  Miohael*B  Hall, 
Oeorge  Yard,  Lombard  Street,  E.G.  The  chair  was  taken  by 
the  Presideiit,  Frederick  Whinney,  Esq.,  F.O.A.,  supported  by 
Thomas  A-  Weiton,  Esq.,  F.OA.,   Yioe-Praudent,    At  the 


request  of  the  chairman,  the  secretazy  read  the  droular  cenyen- 
ing  the  meeting,  and  the  report  of  the  oonunittee. 

The  secretary  also  read  letters  of  apology  for,  and  regret  at 
not  being  able  to  attend  the  meeting,  from  uie  following  gentle- 
men :— Ifr.  B.  Palmer  Harding,  President  of  the  Institute, 
Mr.  \i^^]liam  Tuzquand,  Mr.  J.  Toung,  BCr.  Edward  Carter, 
Fteddent  of  the  Birmingham  Aeoonntants'  Sodefy,  and  Mr. 
S.  L.  Price. 

The  President,  on  rising  to  deliyer  tiis  opening  address,  was 
reoeiyed  with  cheers.  He  said : — Gentlemen, — ^The  first  tiling 
I  haye  to  do  is  to  express  to  you  my  yeiy  dncere  thanks  for 
the  honour  you  haye  done  me  in  electing  me  your  president— 
an  honour  which  I  assure  you  I  yeiy  much  appreciate,  and  can 
only  hope  that  my  connection  with  your  Institute  will  be  agree- 
able to  all  of  us.  In  the  first  place,  let  me  oongratulate  this 
society  upon  the  yery  large  number  of  members  who  attend 
here  to-night,  for  it  shows  that  a  yery  considerable  interest  is 
taken  in  the  education  of  young  accountants;  an  interest 
which  is  further  eyinoed  by  the  large  number  of  members  who, 
I  understand,  haye  already  joined  the  society— I  belieye  about 
147.  Gentiemen,  you  haye  now  enrolled  yourselyes  as  mem- 
bers of  this  society,  aod  thus  giyen  eyidence  that  you  mean  i6 
follow  the  profession  of  accountants.  I  therefore  propose  to 
say  a  few  words  to  you  upon  a  question  which  is  not  at  present 
thoroughly  understood,  yiz.  "  What  is  an  accountant  ?  "  Un- 
til within  a  comparatiyely  recent  period,  that  is  until  about 
1790,  an  aeoountant  was  simply  a  man  who  was  an  expert  at 
figures,  a  man  who  was  Imown  to  the  French  as  an  taepert  eosip- 
takle^  but  during  the  last  few  years,  commencing  from  1790, 
the  business  of  tiie  accountant  has  yeiy  widely  spread,  and  at 
the  present  moment  tiie  administration  of  assets  makes  up  a 
yery  large  part  of  an  accountant's  duty.  I  recollect  some  years 
ago  the  late  Mr.  John  Ball,  a  man  who  wss  esteemed  yery 
highly,  saying  at  a  dinner  of  tiie  Institute  that  an  accountant 
was  a  man  whe  had  to  find  out  facts.  I,  howeyer,  had  to  ad- 
dress the  meeting  some  littie  time  after  that,  and  I  quite  agreed 
with  B£r.  Ball  so  far  as  he  went,  but  said  that  I  thought  he 
might  haye  gone  a  littie  further  and  added,  **  and  also  to  ad- 
minister trusts."  With  reference  to  the  inyestigation  of  facts, 
of  course  it  would  be  useless  for  any  aeoountant  to  oommenoe 
his  inyestigation  without  having  learned  his  alphabet,  which  I 
take  to  be  bookkeeping  by  double  entiy ;  and  unless  a  man  is 
thoroughly  well  skilled  in  that,  and  able  certainly  to  keep  books 
as  well  as  any  ordinaiy  bookkeeper,  he  would  fail  to  become  a 
first-class  accountant.  Of  course,  yon  must  add  to  that  a  yery 
considerable  knowledge  and  experience,  which  are  not  yery 
easily  acquired.  The  accountant  has,  in  the  first  place,  to 
rectify  and  make  up  books  of  accounts,  and  supply  deficiencies 
in  those  accounts,  for  in  many  instuices  the  books  are  yery 
impel  feet.  Occasionally,  when  I  was  a  derk,  I  used  to  haye 
to  make  up  a  cash  book|  which  was  yery  frequentiy  no  easy 
matter.  When  it  was  a  banker's  account,  into  which  the 
trader  paid  his  money  by  cheque,  then  the  matter  was  com- 
paratively ea^y;  but  if  that  were  not  the  case,  then  one  had  to  do 
a  great  deal  in  collecting  yonchers  together,  sorting  and  num- 
bering them,  and  very  often  it  was  heavy  tedious  work.  Of 
course,  when  the  cash  book  was  not  properly  made  up  it  was 
thoroughly  impossible  to  prepare  anything  like  accurate  books, 
but  when  it  was  made  up  properly,  we  ascertained  tolerably 
oorreotiy  what  the  man  had  been  about.  Under  the 
Bankruptcy  Act  of  1849  eyery  trader  was  compelled  to  file  in 
Court  a  bslanoe-sheet,  showing,  not  only  the  amount  of  hia 
indebtedness,  but  also  the  resulto  of  his  trading ;  and  the  rule 
was,  that  he  had  to  take  his  aooounte  back  to  the  time  when  he 
could  show  he  was  solvent.  In  other  words,  he  had  to  show  to 
the  Court  by  his  balance-dieet  what  had  been  the  reasons  for 
his  insolyen(^.  The  services  of  accountants  were  frequentiy 
called  into  requisition  to  make  up  that  balance-sheet.  They 
also  had  to  deal  with  books  which  were  generally  very  imper- 
fect. Indeed,  I  may  venture  to  ;8ay,  and  I  can  appeal  to  the 
experience  of  some  of  the  older  gsntlemen  here,  that  there  was 
no  school  for  acoountonts  to  be  found  anywhere  so  good  as 
dealing  witii  baakrupte'  baUooe-aheets.    Ooeaaionally  ttiej 
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found  out  by  instinct  items  that  were  wrong.  I  hove  gone 
through  a  book  and  spotted  a  particular  item  without  chedang 
it; — ^that  required  something  like  instinct,  but  that  instinct 
came  in  the  course  of  time.  It  is  to  be  regretted,  so  far  as 
the  present  school  of  accountants  is  concerned,  that  the  old 
bankrupts*  balance-sheet  has  been  abolished.  Now  a  bankrupt 
has  to  pass  his  examination,  but  that  is  based  upon  his  own 
mere  statement  of  aifaird,  which  gives  but  a  very  slight  indica- 
tion of  the  cause  of  failure.  Tou  may  gather  a  little  of  Uie 
cause  from  it,  but  very  little ;  occasionally  there  is  a  goods 
account  and  a  cash  account,  but  there  is  no  such  thing  or 
scarcely  ever  such  a  thing  as  a  deficiency  account,  which  would 
commence  with  the  balance  as  shown  upon  the  bankrupts 
statement  of  affairs.  Under  the  old  style  we  traced  the  cause 
of  tiiat  deficiency  in  the  balance-sheet ;  but  how  they  are  going 
to  get  on  under  the  present  bankruptcy  bill  I  utterly  fail  to 
see.  How  an  official  receiver  is  to  fiiid  not  only  the  time,  but 
also  the  brains,  to  make  an  investigation  of  a  man's  books,  and 
then  say,  as  the  result  of  his  investigation  (which  can  have 
been  but  of  a  few  hours),  that  the  man  has  been  honest  or  dis- 
honest, or  that  his  failure  has  arisen  from  speoulationB ;  or,  in 
other  words,  how  he  is  to  advise  the  Court  as  to  the  way  in 
which  the  man  should  be  dealt  with  I  utterly  faU  to  see. 
It  strikes  me  that  unless  there  is  a  very  great  alteration  in  the 
bill,  unless  provision  is  made  for  the  appointment  of  proper 
persons  as  official  receivers,  that  that  part  of  the  official 
receiver's  duty  wiU  be  utterly  useless.  I  know  the  difficulty 
theie  is  in  finding  out  whether  a  man  has  been  honest  or  dis- 
honest. It  may  take  you  three  or  four  weeks,  if  it  is  a  heavy 
failure,  before  you  will  find  out  whether  the  transactions  have 
been  on  the  square  and  above-board.  Only  time  can  show 
how  the  new  banlorapk^  bill  will  work  in  this  respect.  There 
is  another  part,  and  an  important  part,  of  the  functions  of  the 
accountant,  namely,  the  investigation  of  oases  of  fraud.  Now 
the  dilterent  ways  in  which  frauds  may  be  committed  are  Yery 
numerous.  I  suppose  almost  everybody  tries  to  commit  a 
fraud  in  a  different  way,  so  that  he  may  fail  to  be  found  out ; 
and  here  I  am  sure  the  students  will  excuse  me  for  saying 
that  it  is  tolerably  well-known  that  no  system  of  bookkeeping 
will  eompletdy  prevent  fraud.  1  think  I  might  say  that  I 
would  undertake  to  rob  anybody  as  a  bookkeeper.  But  it 
would  be  a  different  thing  if  I  were  suspected.  Now  the  first 
dement  you  have  to  deal  with  in  the  investigation  of  frauds  is 
that  there  must  be  a  suspicion  that  fraud  has  been  committed. 
Tou  do  not  get  that  in  an  ordinary  case  of  supervising  bookkeep- 
ing, as  it  would  be  utterly  impossible  for  accountants  to  carry  on 
their  business  if  they  were  to  begin  by  suspecting  every  one ; 
but  suspicion  once  aroused  there  is  one  golden  rule,  and  that 
is,  never  take  anything  for  granted.  If  you  follow  that  rule, 
and  are  tolerably  skilful,  it  is  almost  impossible  for  anybody 
to  have  committed  a  fraud  and  not  be  found  out.  Of  course  a 
fraud  may  be  so  wrapped  up  that  it  may  take  a  long  while, 
and  perhaps  then  not  be  worm  while ;  but  if  the  clients  will  pay 
for  finding  out  the  fraud,  a  first-dass  accountant  could  always 
spot  it.  Taking  nothing  for  granted  is  a  rule  of  wide  extent. 
I  dar^y  many  of  you  are  familiar  with  cases  of  fraud, 
or  have  heard  of  them.  Instances  have  been  known  of  false 
pass  books  having  been  kept  by  fraudulent  cashiers ;  receipts 
giTcn  for  stodcs  and  shares  whidi  have  been  fictitiously  created, 
notably  in  the  case  of  Bedpath.  False  bills  of  exdiange  have 
been  manufactured,  and  that  in  oases  where  the  slightest  in- 
spection of  a  oo-partner  would  have  detected  them.  As  a  mat- 
ter of  fact  it  is  often  the  simplicity  of  the  fraud  which  prevents 
its  being  found  out.  I  knew  of  one  case  in  which  an  old 
gentleman  who  was  managing  a  business  entered  correctly  in 
the  cash  book  all  the  sums  received^  and  then  used  to  have  a 
derk  in  to  call  out  to  him  the  amounts  recdved,  in  order  that 
they  might  be  posted  to  the  ledger ;  but  he  never  let  the  derk 
see  the  cadi  l^ook.  Suspicion  was  created,  and  the  genUeman 
was  found  <m%.  Mistakes  ha^e  been  made  in  addition,  dieques 
have  been  drawn  for  wages  and  then  it  has  been  found  that  the 
amonnts  did  not'oorrespond.  In  one  case  the  books  had  been 
k^i  by  double  enby^I  reooUeot  it  perfectly  weU^and  the  bal- 


ance hftd  been  taken  out  for  three  years.    The  books  balanced 
exactly,  and  everything  looked  perfectly-correct;  but  there  was 
some  cause  for  suspidon.    The  books  were  aooradingly  eheoked, 
and  then  it  was  found  that  one  of  the  co-partners  had  carried 
to  his  own  account  in  the  ledger  credit  for  a  sum  of  about 
£600,  which  he  alleged  had  been  paid  into  the  firm,  and  whidi 
purported  to  have  been  posted  from  the  cash ;  but  when  yon 
looked  in  the  cash  book  the  item  was  not  there,    It  turned  out 
that  he  robbed  his  partner,  who  was  a  blind  man,  of  about 
£1000.    Frauds  may  be  committed  in  endless  different  ways, 
while  the  magnitude  of  them  is  in  many  instances  something 
startling.    There  are  names  which  will  occur  to  most  of  us 
who  are  growing  grey  in  the  service  of  persons  who  have  robbed 
bankers  and  companies  of  sums  of  £300,000  or  jB400,000,  but 
the  largest  affair  I  ever  heard  of  was  where  a  partner  robbed 
his  firm  of  £620,000,  and  that  case  of  fraud  was  covered  up  by 
very  numerous  entries  which  had  figured  in  the  balance-sheet 
and  been  sent  to  the  other  partner  every  hsH-year.    These 
fraudulent  entries  ranged  back  over  fourteen  years.    In  this 
case  £320,000  of  the  bills  which  were  supposed  to  be  thoroughly 
good  turned  out  to  be  all  bad.<   If  an  accountant  had  been 
called  in  and  seen  those  bills  he  would  have  seen  at  once  that 
they  were  a  fraud,  but  the  oo-partner  never  checked  the  securi- 
ties.   A  condderable  quantity  of  an  aocountant*s  work  is  in 
making  up  the  books  of  trading  establishments.    This  is  work 
which  will  increase  if  the  Bankruptcy  BUI  whidi  is  now  going 
through  conunittee  contains  the  clause  requiring  all  tradcun  to 
make  up  a  statement  of  their  affairs  once  a  year.    In  the  Bill 
of  1881  the  clause  stood  in  that  fashion,  that  is  to  say,  the 
trader  was  bound  to  keep  the  proper  bookiB  of  account    It  was 
pointed  out  to  the  President  of  the  Board  of  Trade  that  it 
would  be  right  to  compd  every  trader,  as  is  done  in  France,  to 
make  up  a  yearly  statement,  for  if  men  did  that  there  would  be 
fewer  failures,  as  many  men  drift  into  insolvency  without 
knowing  where  they  are  going.    If  this  amendment  is  carried, 
the  sendees  of  accountants  will  be  called  into  reqnintion  to  a 
greater  extent  than  they  have  been,  and  it  is  not  saving  too 
mudi  to  state  that  if  traders  would  call  us  in  to  exanune  their 
books  when  they  are  in  a  state  of  seeming  prosperity  they 
would  not  so  frequently  have  to  meet  adverdty  as  they  now 
have  to  do.    An  accountant  who  has  had  experience  of  making 
up  books  necessarily  learns  a  great  deal  of  the  working]  of 
various  trades,  and  this  is  a  point  of  knowledge  which  is  not 
only  desirable  but  necessary,  because  he  cannot  tell  what  al- 
lowance he' should  make  for  depredation,  wear  and  tear  of  ma- 
chinery and  plant,  for  stock  and  bopk  debts,  without  it.   Some 
trades  are  more  perilous  than  others,  and  consequently  it  is 
desirable  to  make  a  larger  reserve  in  some  cases  than  others. 
If  an  accountant  studies  a  trade,  and  sets  a  superficial  know- 
ledge of  it,  he  may  be  able  if  the  trader's  trade  or  books  ere 
going  to  the  bad  to  tell  him  why  it  is  so  going,  to  confer  with 
him,  and  to  inform  him  in  what  direction  the  expenses  have  in- 
creased, and,  in  fact,  advise  him  in  what  direction  to  alter  his 
system  of  trading.    He  might  tell  him  of  a  similar  trade 
where  certain  expenses  are  only  so  much,  and  so  enable  him  to 
dieck  his  own.    All  that  is  very  useful,  and  it  is  a  kind  of 
advice  which  can  be  tendered  with  very  great  benefit  to  its 
redpient.    Frequently  in  making  up  the  books  of  a  partner- 
ship it  ;becomes  necessary  to  do  that  which  partners  them- 
selves scarcdy  ever  do,  and  that  is,  to  refer  to  the  artides  of 
partnership,  which  are  a  dead  letter  to  a  very  great  extent 
during  the  lifetime  of  the  partnership.    If  an  accountant  is 
making  up  the  books  of  the  partners,  he  is  bound  to  work  in 
accordance  with  the  artides  of  co-partnership,  and  in  order  to 
work  properly  he  ought  to  be  able  to  read  and  understand 
them.  He  could  frequently  give  an  opinion  upon  the  construc- 
tion of  sudi  a  deed  which  would  be  usefuL    He  ought  also  to 
be  able  to  ascertain  the  difficult  points  in  such  a  deed,  in 
which  he  ought  to  be  advised  by  the  solidtor.    Very  fre- 
quently l^e  Imowledge  of  a  partnership  deed  by  an  aocountant 
would  help  to  avoid  many  disputes  between  partners,  while 
the  latter  would  also  be  more  careful  of  how  they  did  oertain 
things.   Arbitrations  and  refereneee  also  eometimes  f^  to  the 
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aeoonntant'a  lot,  so  that  in  addition  to  the  knowledge  of  figures 
it  is  desirable  that  the  aooonntant,  who  is  a  referee,  aiiould  have 
a  little  knowledge  of  how  evidenoe  ahonld  be  given.    Of  oonrae 
in  all  eaeee  of  arbitration  yon  must  be  perfectly  impartial  and 
independent    The  making  up  of  exeentorship  aoeoonta,  espe- 
cially where  they  are  badly  kept,  requires  the  asaistanoe  of  an 
acconntant.    Occasionally  yon  get  very  large  assets.    I  myself 
had  to  ma^  up  some  very  large  exeoutordiip  aooounts  ones, 
amounting  as  they  did  to  nearly  two  millions  of  money.    The 
various  investments  numbered  between  two  and  three  hundred, 
and  some  of  item  of  oondderable  complexity.    Then  there  are 
qoeations  of  how  accumulative  dividends  are  to  be  divided ; 
and  floany  other  questions  which  it  is  necessaiy  an  accountant 
should  be  able  to  solve  or  point  out  to  the  solicitor.    Under 
the  present  bankruptcy  bill  there  is  a  provision  bv  which  the 
assets  of  a  man  who  died  insolvent  may  be  wound-up  in  the 
Court  of  Bankruptcy ;  and  it  is  possible  that  accountants  may 
find  work  here  as  trustees  of  the  estate.    Looking  at  the  olause 
in  the  bill,  it  seems  to  me  that  they  propose  to  make  the  wind- 
ing-up of  an  estate  analogous  to  bankruptcy.    Then,  again,  the 
auditing  of  acooonts  is  a  veiy  important  item  in  accountants' 
work.    The  auditing  of  accounts  is  rather  a  serious  matter,  as 
not  only  does  the  declaration  of  a  proper  dividend  depend  upon 
the  audit  being  properly  performed,  but  the  purchase  of  shares 
by  intending  buyers  may  be  materially  influenced  by  the 
balsDce-aheet  issued  by  the  company.    It  is  impossible  within 
the  limits  of  this  address  to  give  you  any  instructions  as  to 
how  you  are  to  perform  an  audit,  except  of  the  most  meagre 
kind,  but  I  would  suggest  that  you  should  be  very  careful  to 
see  that  the  aaaets  are  in  existence,  that  the  figures  which  are 
pat  down  as  assets  represent  facts,  because  you  may  very 
often  find  that  figures  are  put  down  and  do  not  represent  facts 
st  aU.    Ton  may  take  it  as  an  absolute  rule  that  figures  should 
slways  represent  facts  and  not  the  opposite.    I  have  known 
instances  where  people  have  said  **  such  and  such  a  figure  is  in 
the  books,  and  therefore  it  must  be  true,"  whereas  it  is  nothing 
of  the  sort.    It  is  simplv  earrying  out  the  old  adage  that  you 
must  not  beUeve  everythmg  beeauseyou  see  it  in  print.  Test  the 
assets  of  the  balance-sheet,  and  if  you  do  that  you  will  find 
vezy  probably  the  other  figures  will,  to  a  great  extent,  take  care 
of  themselves.    It  is  not  an  uncommon  thing  for  an  accoun- 
tant to  have  to  open  a  set  of  books  for  a  company.    If  the 
company  is  a  large  one,  he  has  to  think  a  great  deal  about  the 
matter  and  to  map  out  such  books  as  will  fit  the  working  of 
the  company,  such  as  call  accounts  and  capital  accounts,  all  of 
vhieh  require  a  great  deal  of  careful  attention.    But  besides, 
and  more  than  that,  you  should  be  conversant  with  the  Com- 
panies Acts,  ranging  as  ihey  do  from  1862  to  1880.  The  form  of 
certificate  given  by  auditors  is  also  of  considerable  importance, 
erery  word  of  which  requires  to  be  carefully  weighed.  I  need  not 
tell  you  that  auditors'  certificates  are  sometimes  very  eloquent 
by  their  silence,  as  things  which  are  omitted  are  sometimes 
Tory  significant.    In  the  Companies  Act  of  1879,  which  deals 
vith  the  limited  liability  of  banks  and  joint  stock  companies, 
there  is  a  clause  which  enacts  that  every  auditor's  report  shall 
itate  (hat  in  his  opinion  the  balanoe-^eet  referred  to  in  the 
report  is  a  full  and  fiur  balance-sheet,  properly  drawn  up  so  as 
to  exhibit  a  true  and  correct  view  of  the  company's  affairs  as 
ibown  by  the  books  of  the  company.    This  appears  to  be  care- 
hilly  worded,  but  you  will  notice  that  the  auditor  does  not 
p?e  Us  opinion  in  the  ordinary  way,  "  audited  and  found  cor- 
net," but  simply  gives  his  opinion  that  the  balance-sheet  is 
properly  drawn  up.    I  have  known  exception  taken  to  this 
eertificate  in  the  ease  of  a  bank,  where  the  objecting  share- 
holder stated  that  the  auditor's  report  might  be  perfectly  true 
and  yet  the  balance-sheet  might  be  false,  inasmuch  as  the  re- 
port contains  the  words  **  as  shown  by  the  books  of  the  com- 
pany."   This  may  be  perfectly  possible,  but  when  you  are 
dealing  with  the  audit  of  a  bank  it  is  impossible  to  check  the 
Tooehers.    These  vouchers  are  ahnost  aU  of  them  the  cheques 
which  are  handed  back  to  the  customers,  and  are  not  forth- 
coming at  the  audit.    But  what  yon  can  do  in  the  case  of  a 
bank  is  to  look  at  Uie  assets,  and  then  yon  can  test  whether 


certain  things  are  or  are  not  facts.  Yon  can  test  whether  the  cash 
is  there,  whether  the  sectuities  are  in  existence,  whether  the 
bills  of  exchange  are  in  existence,  and  yon  can  form  an  opinion 
as  to  whether  these  bills  of  exchange  and  the  advances  to  ens- 
tomers  are  good  or  not.  It  is  sometimes  said  that  the  auditors 
of  a  bank  can  know  nothing  at  all  about  it.  Well,  thsj  may 
not  know  very  much  about  £e  solvency  of  the  customers  of  ^e 
bank,  although  they  sometimes  know  more  about  some  of  those 
customers  than  the  bank  manager,  but  you  can  take  this  as 
absolutely  true,  that  if  they  had  had  good  auditors  at  the  Ciiy 
of  Glasgow  Bank  that  bank  would  have  been  compelled  to  dose 
long  before,  and  would  not  have  been  such  a  disastrous  failure 
as  it  was.  Of  late  years  a  great  deal  of  work  has  been  done 
by  some  accountants  in  investigating  the  aooounts  of  firms 
in  the  process  of  being  turned  into  limited  companies,  and  in- 
vestigations of  this  sort  require  great  care,  as  very  often  the 
subscriptions  for  shares  are  influenced  largely  by  the  report  ol 
the  accountants.  The  report  should  be  drawn  in  such  a 
manner  as  to  afford  no  foundation  for  a  charge  of  negligence ; 
of  course,  a  fraudulent  report  is  one  which  I  do  not  contem- 
plate. Some  accountants  have  had  a  great  deal  to  do  with 
compensation  cases,  railway  accounts,  Ac  because  there  are 
people  continually  cropping  up  who  fancy  themselves  entitled 
to  large  claims.  You  would  Uiney  that  every  one  who  had  any 
property  on  a  proposed  line  of  railway  was,  when  it  comes  to  a 
question  of  oompensation,  making  a  large  fortune.  But  this  is 
not  always  the  case,  and  in  dealing  with  oases  of  this  sort  yon 
require  a  little  special  knowledge.  There  is  a  class  of  work 
which  does  not  go  to  London  accountants  yery  much,  but 
which  I  believe  goes  to  the  accountants  in  the  coimtey  a  good 
deal,  and  that  is  the  acooimts  of  corporations.  We  have  only 
one  corporation  in  London  except  the  Board  of  Works,  but 
Manchester,  Birmingham,  and  other  Urge  cities  have  their 
corporation  aooounts  audited. 

I  am  not  quite  certain  whether  Mr.  Welton  does  not  ocea- 
sionidly  take  a  day  at  Brighton  to  audit  the  accounts  thero. 
Mr.  Welton :— No,  no.  The  Frosident :— Well,  he  once  told 
me  he  was  going  tiiere  for  that  purpose,  but  he  may,  of  course, 
have  gone  for  something  else. 

That  brandi  of  the  accountant's  profession  which  has  spread 
most  of  late  years  is  what  is  in  my  opinion  the  most  important 
one,  and  that  is  the  administration  of  assets.    Of  course,  yon 
all  know  perfectly  well  that  accountants  aro  called  upon  to  act 
as  receivers,  managers,  and  trustees  of  a    debtor's  estate. 
Well,  this  involves  an  inquiry  into,  and  taking  possession 
of    the    assets,    and    subsequently    proceeding    to    roalise 
them,     and    very    frequently    a  great    deal    depends     on 
the  way  in  which  the  assets  aro  dealt  with.    Then  is  such  a 
thing  as  a  line  of  policy  to  be  followed  in  winding-up  a  debtor's 
estate;  and  I  am  not  saying  too  much  when  I  tdl  you  that 
very  frequently,  or  at  any  rate  occasionally,  it  malces  a  con- 
siderable differonce  in  the  dividend  whether  a  man  winds-up 
an  estate  in  one  way  as  distinct  from  another.    The  policy  of 
winding-up  a  debtor's  estate  is  a  kind  of  knowledge  one  only  gets 
by  experience,  but  as  you  get  on  in  life  you  will  find  thero  is  a 
very  great  deal  in  the  policy  of  winding-up  an  estate.    It  is 
possible  to  oonduct  sn  estate  and  let  it  slide  into  difficulties, 
whereby  the  dividends  will  be  far  less  than  if  you  grappled 
with  the  difficulties  and  perhaps  carried  a  composition.    Yon 
must,  theroforo,  to  some  extent  investigate  the  transactions  of 
the  debtor,  and  form  an  opinion  as  to  whether  ;he  has  acted 
honestly.    If  he  has,  and  if  he  is  a  fairly  capable  man,  and  if 
the  estate  is  such  a  one  as  to  warrant  it,  then  I  think  the 
trustee  cannot  do  better  than  advise  the  creditors  to  receive  a 
composition,  for  I  believe  that  a  composition  is  the  best  wsy  to 
wind-up  a  man's  estate.    Take  the  stook-in-trade — no  man  can 
realise  that  so  well  as  thedebtor  himself.  Take  the  book  debts -I 
am  sorry  to  say  that  when  vou  tiy  to  ooUeot  these  you  will 
find  all  sorts  of  excuses  made  by  those  who  ovre  them.    They 
know  perfectly  well  they  cannot  get  any  moro  goods  from  the 
man,  because  he  has  failed,  and  theroforo  they  tiy  to  escape 
payment  for  what  they  have  obtained  from  him. 

-    {To  be  cmHimed.) 
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IiOdge*8  Mechanics...        .»■ Ss. 

Boscoo's  Chemistry 4s.  6d. 

Huxley's  FhysioloKT        ...        m>       4s.  6d. 

Balfour  Stewart's  Physics 4s.  6d. 

Everett's  Physics     ...        • 4s.  6d. 

Qeilde's  QeolMy     Is. 

Hamblin  Smith's  Algebra  —       ...         8s. 

Todhunter's  Trigonometry         6s. 

INTEBMEDL^TE  AND  FINAL  EXAMINATION,  JT7NE  1888. 

Smith  on  Mercantile  Law  *       88s.  doth. 

Bussell  on  the  Power  and  Dnty  of  an  Arbitrator    ...       86s. 

Lindley  on  Partnership  (2  vols.)  £8  15s.  doth. 

Williams  on  the  Law  of  Executors  and  Adminis- 
trators (2  vols)...       .M       £8  16s.  doth. 

Buckley  on  the  Oompanies'  Acts,  4th  Edition        ...    £1  ISs.    Od. 


6d. 


Od. 
Od. 


Bingwood  on  Bankruptcy,  2nd  Edition  10s. 

Pollock's  Digest  of  the  Law  of  Partnership 8s. 

Redman's  Lasr  of  Arbitrations  and  Awards 14a. 

Walker's  Compendium  of  the  Law  relating  to  Ez&- 

cutora  and  Administrators £1    Is. 

Indemaur's  Prindples  of  Oommon  Law £1    Os. 

Also  the  following  General  Booka. 
Liquidations^  Compositions  and  Injunctions  (Notes  on)    25b. 
Building  Societies  Auditor's  Companion.    Is. 

Pulbrook  on  the  Companies'  Acts 6s.    Od. 

Woodfall's  Law  of  Landlord  and  Tenant,  by  J.  M.  Lely.    doth  88b. 

Bills  of  Sale  Acts  1878  and  18  82,  by  E.  Robert  Pearco  5e. 

Income  Tax  Laws,  with  Practical  Notes,  Appendioea,  &c.,  by  8.  Dowolli 

M.A.,  Assistant  Solidtor  of  Inland  Revenue,  I2s.  6d. 
Auditors :  their  Duties  and  Responsibilities,  by  F.  W.  Pizloy,  F.C.A. 

10s.  6d. 
The  Benefits  of  the  Companies'  Acts,  by  Joseph  Soxby.    28. 
Bookkeeping,  by  Hamilton  &  Ball.    2s. 
Estate  Book,  &c.,  &c.,  &c.    22s.  6d. 
Loans,  Repayments  Annuity  Tables,  by  I.  Btnns  (Borough  Aooountant). 

2s.  6d. 
LiquidationB,  &or  (oondse  Yiew  of) .    Is. 
Law  of  Friendly  Sodeties.    5s.  6d. 
Sanddl's  Oas  Companies  Expenditure  Journal,  half-bound,  S  quires  SOb. 

8  quires  85s. 
Sandell's  Brewer's  Expenditure  Journal,  half -bound,  2  quires  858. ;  8  quix^ 

45s. ;  4  quires  55s. 
Manual  to  the  Companies'  Acts,  1862  to  '80.    Revised  by  H.  J.  Waterlow. 

8s.  6d. 
Married  Women's  Property  Acts,  1882.  by  G.  J.  T.  Rubinstdn.    Se.  6d. 
Electric  Lighting  Acts,  Rules,  Ac.,  1882,  by  Yesoy  Fitnenld,  Barrister. 

2s.  6d. 
Professional  Bookkeeping,  by  Gordon.    2s. 
Private  Oo.'s  Fcnnation,  Advantages,  by  F.  B.  Palmer.    28. 

Carriage  Paid  on  orders  amounting  to  58.  and  upwards. 

GEE  ft  Co.,  *<  The  Aooountant "  office,  St.  Stephen's  Chambers,  Tdegiaph 
Btroet,E.C.  ,    ««©    f- 


INSTITUTE  EXAMINATIONS. 

AN  Experienced  Accountant  is  open  to  prepare  Can- 

^^  didates  for  examination,  dther  by  private  tnititm  or  in  daasee.  For 
terms,  apply  to  "KOTstone,"  oflioe  of  tno  "Aooountant,"  St.  Stephen's 
Chambers,  Tdograph  Street,  E.C. 


REDUCED  TO  HALF  PIUOE. 

Accountants'  Diary  and  Directory 

FOR  1888. 
No.  1.    Labox  Sizs,  Foolscap  Folio,  doth,  lettered   - 

(Diary,  one  page  for  every  week-day,) 
No.  2.    Saxx  Sub,  doth,  lettered       .... 

(Diazv,  two  days  on  each  page.) 
No.  2a.  Sams  as  No.  2,  stifr  covers        .... 
No.  5.    Small  Sizx,  Msnixm  Octavo,  doth,  lettered    - 
(Diary,  one  page  for  every  week-day.) 
Do.  Do.    interleaved.  ... 


-  4s. 

-  2s.  6d. 

-  2s. 

-  2s.  6d. 

8s.  8d. 
OARXiAoxPAn)  on  orders  amounting  to  5s.  and  upwards ;  purchasers  for  less 

than  that  amount  must  remit  4d.  for  Carrkge. 

Editions  Nos.  1,  2,  and  2a  are  spedally  ruled  and  headeoaooordiitf  to  the 

pattern  approved  by  most  practiidng  accountants. 

Obx  ft  Co.,  *<  Aooountant "  Office,  St.  Stephen's  Chambers,  Telegraph 

8treeti&0. 
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EXAKINATIONS. 

1  he  next  Examinations  will  be  held  on  the  following  days : 
The  Preliminary  Examination  on  the  4th,  6th,  and  6th 

Jane. 
The  Intermediate  Examination  on  the  llthi  12th,  and 

13th  June. 
The  Final  Examination  on  the  18th,  19th,  and  2ath  June. 
Persons  desiring  to  present  themselves  for  Exaxnination  must 
give  notice  to  the  Connoil  at  least  30  days  before  the  date  of  the 
Examination,  at  the  same  time  forwarding  the  Examination 
Fee.  Fall  partioolars  and  forms  of  notice  may  be  obtained  at 
the  Office  of  the  Institate,  3  Copthall  Boildings,  London,  B.C. 

By  order  of  the  Oonndl, 

W.  G.  HOWQBAVJfi, 
27tA  April,  1883.  Seentary, 


NOW    PT7BLISHBD,    FBIOE    78.    6d. 

EPITOKE    OF   THE   LAW 

ov 

ABBITEATIONS   A2n>   AWABB8. 

Spedally  designed  for  the  use  of  Chartered  Aoooantants. 

BT 

J.     SLATER,     Esq., 
Or  Obat's  Inn, 

Bazristor-at-Law. 


A  Coneiso  Treatise  on  the  Law  of  Arbitration  and  Awards,  indndiag  all 
the  necessarv  Forms,  irmn  the  Snbmisnon  to  the  Award,  t<^gether  with  the 
sections  of  the  various  Acts,  and  embracing  all  the  latest  dedaions  of  the 
Courts. 


London: 
OEE  ft  Co.,  St.  Stephen's  Chambers,  Tdegraph  Street,  E.C. 


TO   CHARTERED     ACCOUNTANTS- 

THE 

"ACHE"   8ELF-BINDBR   (Patented). 

The  advancages  that  this  Patent  BxNDEn  possesses  over  all  other  in- 
ventions of  the  kind  is  in  the  extremely  neat,  simple,  and  perfect  Bystem 
by  whidi  everj^  number  is  secured  in  its  place  bv  the  metal  bmders,  which, 
with  the  loddng  bar,  aro  practically  of  endless  wear.  Externally  the 
BiNDBE,  having  a  rigid  back,  oannot  be  distinguished  on  the  library  sh^ 
fh>m  a  regularly  bound  volume. 

Friocs  for  the  BxNoxa  suitable  to  *<  The  Aooonntants'  Students*  Jounal " 

newspaper, 

8s.  doth,  lettered;  4s.  leather  hades  and  comers. 

Can  be  obtained  of  GEE  &  Co.,  St.  Stephen's  Chambers,  Tdegraph 
Street.  E.C. 


Letter-Press  and  LithograpUc  Printing 

AT    LOW    TEBMS. 

WILLIAMS   &   STRAHAN'S 

7  LAWBENOE  LAKE,  OHEAPSIDE. 

Letter  and  Note  Paper,  Kemorandums,  Bulod  Fonns,  and  all  Fonna 
speoially  used  by  Aooountaats,  sappUed  at  shot  notiooi 
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THE 
JUNE  1.  1883. 

OUB  FUTUBB    PBOSPECTS. 

We  are  happy  to  say  that  up  to  the  present  time  we 
^ye  received  an  amount  of  support  towards  onr 
Students*  Journal,  from  Students'  Societies  as  well 
as  accountants  all  over  the  country,  that  leaves  no 
room  to  doubt  as  to  its  permanent  success.  While 
thanking  all  our  supporters  individually  and  coUec- 
tiTely,  we  particularly  wish  to  mention  the  fact  that 
ttie  Liverpool  Chartered  Accountants*  Students'  Asso- 
ciation have  passed  a  resolution  according  us  its  support, 
&8  also  have  the  Birmingham  Accountants*  Students* 
Society,  the  following  paragraph  having  appeared  in  the 
report  of  the  Committee  of  the  latter  Society,  which 
report  we  shall  take  an  early  opportunity  of  giving  in 
M : — «  Two  Students*  Journals  have  simultaneously 
^een  established — one  by  Messrs.  Gee  &  Co.,  the  pub- 
lishers of  The  Accountant,  the  other  by  the  Secretary 
of  the  London  Students'  Society.  After  considerable 
discussion  and  correspondence,  and  a  comparison  of 
the  first  numbers  issued,  the  Committee  have  arrived 
&i  the  conclusion  that  the  publication  of  Messrs.  Gee  & 
Co.  would,  in  all  probability,  be  more  impartial,  and 
better  represent  the  interests  of  the  provincial  societies  ; 
for  these  reasons,  and  in  remembrance  of  the  courtesy 
&nd  kindness  with  which  Messrs.  Gee  &  Co.  have 
always  treated  our  Society,  the  Committee  have  re- 
Bolved  to  support  them  in  their  venture^  and  hope  this 
dedsion  will  be  endorsed  by  other  provincial  societies." 

We  are  sure  cur  readers  will  excuse  us  for  stating 
that  as  a  matter  of  fact  this  Journal  and  its  objects 
^mg  been  for  some  time  discuMedi  appeared,  not 


simultaneously  with,  but  some  time  prior  to  the  other 
Journal  referred  to.  It  will  be  our  constant  endeavour 
to  justify  the  very  kind  support  we  have  received. 

TO  OUB   SUBSCBIBBBS. 

We  are  enabled  through  the  kindness  of  the  author 
to  offer  copies  of  the  work,  "  Auditors,  their  Duties  and 
Responsibilities,'*  by  F.  W.  Pizley,  Esq.,  F.C.A.,  to 
students  at  the  reduced  price  of  Gs.  net.  Applications 
should  be  filled  up  on  the  form  enclosed  with  this  num- 
ber, and  forward  with  remittance  to  Gee  &  Co.y  St. 
Stephen's  Chambers,  Telegraph  Street,  E.C. 

NOTES  AND  QUEBIES. 

As  there  may  be  in  the  experience  of  accountants' 
students,  queries  cropping  up,  from  time  to  time,  which, 
owing  to  the  particular  branch  of  accountancy  they  are 
engaged  in,  they  may  be  unable  satisfactorily  to  solve, 
we  purpose  starting  a  column  with  the  object  of  placing 
students  in  communication  with  the  whole  of  our  sub-, 
scribers,  and  we  trust,  in  case  we  are  not  able  to  disnose' 
of  any  queries  editorially,  that,  as  the  answers  will  be 
of  mutual  benefit  to  the  whole  of  the  students,  onr  sub- 
scribers will  lend  their  aid  towards  so  desirable  a  project. 

PBIZES  FOB  WINE  MEECHANTS'  BOOKS. 

Prises  to  the  value  of  seven  guineas  will  be  given  for 
the  best  set  of  books  for  wine  merchants,  accompanied,  of 
course,  with  instructions  as  to  the  working  of  them.  Com- 
petitors must  send  in  their  sheets,  which  will  be  the  copy- 
right of  the  proprietors  of  this  Journal,  not  later  than  the 
d(Hh  inst.  The  set  of  books  belonging  to  the  successful 
competitors,  and  indeed  any  others  which  have  special 
merit  in  them,  will  be  given  in  the  pages  of  this  Journal. 
The  prizes  will  be  as  follows  : — Ist  prize,  four  guineas  ; 
2nd  prize,  two  guineas  ;  3rd  prize,  one  guinea.  Joseph 
J.  Saffeiy,  Esq.,  F.  C.  A.,  Honorary  Examiner  in  Book- 
keeping for  the  lustititute  of  Chartered  Accountants  in 
England  and  Wales,  has  kindly  consented  to  be  the 
judge.  In  order  that  there  shall  not  be  the  slightest  bias 
towards  any  particular  competitor,  the  following  plan  had 
better  be  adopted,  viz.  that  the  competitors  shall  enclose 
their  sheets  with  a  letter  to  Messrs.  Gee  &  Co.,  St  Stephen's 
Chambers,  Telegranh  Street,  Moorgate  Street,  London, 
E.C.,  in  their  own  handwriting,  but  signed  by  a  nam  de 
plume,  and  the  noms  de  plums  of  winners  will  be  given 
in  our  issue  of  August,  upon  which  the  successful  compe- 
titors can  communicate  with  us  in  their  own  handwriting 
and  nom  de  plume^  together  with  their  real  name  ana 
address  and  the  firm  by  whom  the^  are  at  present 
engaged.  The  competition  is  strictly  limited  to  accoun- 
tants clerks  who  are  subscribers  to  tms  Journal. 

LEGTUBBS  TO  STUDBNT8. 

The  Bankruptcy  Act  of  1869,  while  it  enlarged  our 
sphere  of  useiulness,  brought  with  it  an  evil  which 
for  a  while  threatened  seriously  to  affect  ns  as  a  body. 
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''Persons  calling  themselves  accountants,'*  but  neither 
by  education,  training,  nor  experience,  qualified  to  act 
in  such  capacity,  started  on  all  sides  in  the  hope  (more 
or  less  realised)  of  obtaining  the  manipulation  of  in- 
solvent estates  to  their  own  particular  advantage,  and 
the  disadvantage  of  every  body  else,  including  those 
who  had  the  misfortune  of  being  unable  to  refuse  to 
recognise  them  as  colleagues. 

This  misfortune,  however,  brought  about  its  own 
eventual  remedy.  Those  who  had  established  a  good 
reputation  found  it  imperative,  as  much  for  their  own 
protection  as  for  that  of  the  public,  to  create  some  dis- 
tinction whereby  they  might  know  themselves  and  be 
known  to  others  as  protesting  against  daily  association 
with  persons  of  whom  they  could  not  on  principle  ap- 
prove. The  course  adopted  was  to  form  various 
Societies  of  Accountants,  which  jointly,  after  much 
trouble  and  expense,  succeeded  in  procuring  a  Charter 
under  the  title  of  the  Institute  of  Chartered  Account- 
ants in  England  and  Wales. 

From  the  creation  of  the  Institute  under  its  Charter 
dates  the  great  impetus  given  to  our  profession.  One 
effect  of  this  impetus  is  seen  in  the  formation  and 
rapid  growth  of  Societies  for  Students.  These  societies 
could  not  have  made  such  speedy  progress  but  for  the 
great  interest  taken  therein  by  the  various  leaders  of 
the  profession.  Although  the  oldest  of  these  societies 
is  not  yet  more  than  seven  months  old,  many  interest- 
ing and  instructive  lectures  have  already  been  given. 
Of  themselves,  lectures  will  not  suffice  either  to  prepare 
a  student  for  his  examinations,  or  to  qualify  him  for 
subsequent  practice,  but  they  are  of  indisputable  value 
in  directing  the  course  of  his  studies ;  besides  which, 
much  of  the  experience  related  is  such  as  can  hardly  be 
derived  from  books  alone. 

The  able  inaugural  addresses  given  by  Mr.  Edward 
Garter,  at  Birmingham ;  Mr.  Adam  Murray,  at  Man- 
chester ;  Mr.  A.  W.  Chalmers,  at  Liverpool ;  and  Mr. 
Frederick  Whinney,  at  London,  aroused  an  interest  ex- 
tending far  beyond  the  areas  to  which  they  were  re- 
spectively addressed.     The  interest  so  awakened  has 
been  kept  alive  by  lectures  on  special  topics,  such  as 
Joint  Stock  Companies  (Mr.  Gibson,  Birmingham,  and 
Mr.  Carse,  Liverpool) ;   Arbitration  and  Balance-sheets 
fMr.    Astrup  Cariss,   Liverpool) ;    Bookkeeping    and 
Auditing  (Mr.  B.  L.  Impey,  Birmingham,  and  Mr.  Trevor, 
Manchester) ;  Auditing  (Mr.  Joseph  Slocombe,  Birming- 
ham,   and    Mr.   Pixley,    London);    Bankruptcy   (Mr. 
Ohas.  A.  Harrison,  Birmingham,  and  Mr.  Sheen,  Liver- 
pool) ;  Executors'  and  Trustees'  Accounts  (Mr.Caldecott, 
Binningham) ;   Interest  (Mr.  H.  S.  Smith,  Birming- 
ham), Liquidation  of  Estates  otherwise  than  in  Bank- 
ruptcy (Mr.  Welton,  London);  Trustees  and  Liquida- 
tors (Mr.  W.  N.  Fisher,  Birmingham) ;  Depreciation 
and  Sinking  Funds  (Mr.  E.  Guthrie,  Manchester),  &c. 
Some  of  these  lectures  have  already  been  reproduced, 
and  the  remainder  will  follow  in  our  columns ;  and 
it   is  to  us  a  matter   of  regret  that  the  limits  of 
an  article  do  not  permit  of  a  critical  examination 


of  their  respective  contents.      Mr.  Whinney,  in  his 
opening  address  to    the  London   Students'   Society, 
advised    that    accountants   should  take    nothing    for 
granted.     That  advice  it  behoves  students  to  act  upon. 
If  the  lectures  are  to  be  instructive  they  must  be  studied 
and  criticised^  and  not  simply  read  and  put  on  one  side. 
The  lecture  given  by  Mr.  Slocombe  on.  Auditing  was 
especially  instructive  in  relation  to  that    particular 
branch  of  practice,  but  as  he  himself  stated,  the  limit 
of  time  to  which  he  was  necessarily  restricted  com- 
pelled him  to  pass  lightly  over  some  important  topics 
and  leave  others  untouched.    Accountants,  like  doctors, 
differ.   One  adopts  one  form  of  cash  book ;  another  has 
a  system  of  his  own.     One  denies  that  under  double 
entry  a  ledger  is  a  book  of  account ;  another  asserts 
that  it  is  of  all  others  the  book  of  account.     One  makes 
the  Journal  the  *'  centre  of  his  system,"  while  another 
denies  its  utility.     Students   have  now  opportunities 
which  never  existed  before.     It  is  for  them  to  examine 
and  test  the  various  methods  advocated,  and  to  adopt 
the  best,  or  rather   those  best  suited  to  requirement 
of   each   particular  case.     It  will  be  their  own  fault 
if  they  do  not  take  full  advantage  of  the  opportunities 
now  afforded  to  them,  and  by  their  subsequent  con- 
duct  prove  their  appreciation   of  the   efforts   being 
made  on  their  behalf  by  those  whose  valuable   time 
is  being  devoted  to  their  benefit. 

BOOEKEEPINO. 

One  of  the  principal  objects  of  this  Journal  being  to 
assist  our  readers  in  preparing  for  the  examinations 
they  will  in  course  of  time  be  required  to  pass,  we 
purpose  giving  a  series  of  articles  on  the  principles 
and  practice  of  Bookkeeping. 

During  the  last  century  various  previously  unknown 
callings  have  become  distinct  professions.    As  an  in- 
stance, we  cite  **  civil  engineering,"  which  is  the  out- 
growth of  our  original  *'  contractors."     Men,  often  of 
meagre  education,  but  possessed  of  intelligence  and 
energy  above  their  fellows,  first  conceived  the  idea  of 
contracting  to  perform  particular  works    on  certain 
specified  terms.     They  had  no  basis  beyond  their  own 
observation  and  experience  on  which  to  work ;  never- 
theless, they  had  the  courage  and  enterprise  which 
enabled  them  to  undertake  important  works  in  which 
intricate  questions  of  finance  were  important  elements, 
and  to  bring  such  undertakings  to  successful  and  pro- 
fitable issue.    Large  fortunes  rewarded  their  enter- 
prise, and  thus  encouraged  others  to  adopt  a  similar 
career.     Students  came  to  them  as  articled  pupils  or 
apprentices,  and  when  ''  out  of  their  time,"  without 
examination,  started  on  their  own  account  with  more 
or  less  success.    At  the  present  day  that  which  was 
the  result  of  practice  and  experience   has  been  re- 
duced to  principle,  until  we  find  schools  of  engineering 
and    works  appropriate    thereto    in  every  important 
centre.     But  as  there  are  now  so  many  more  to  get  a 
Hving  out  of  engineering,  although  some  few  may  still 
make  fortunes,  the  competition  is  so  keen  and  prices  so 
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easily  ascertainable,  that  those  who  have  not  excep- 
tional aptitade  and  perseverance  must  be  content  if 
they  so  far  succeed  as  to  get  a  decent  living  oat  of  it, 
and  do  not  find  their  efforts  culminate  in  a  *'  smash.*' 

The  infiemcy  through  which  civil  engineering  has 
passed  is  the  one  through  which  accountancy  is  now 
passing.  Our  history  resembles  theirs.  The  necessity 
arose  for  men  skilled  in  accounts.  The  demand  origi- 
nated the  supply  :  a  few  far-seeing  men  saw  and  em- 
braced the  opportunity.  Theories  they  had  none, 
anless  we  accept  as  theories  such  as  "  every  credit  must 
have  its  debit,"  and  that  *'tbe  books  required  are 
cash-book,  journal,  and  ledger."  In  lieu  of  theories 
they  had  practical  experience  of  the  mode  of  keeping 
and  treating  accounts,  and  on  that  experience  they 
relied. 

It  'may  safely  be  asserted  that  even  at  the  present 
day  many  practical  and  successful  accountants  would, 
if  pressed  for  the  reason  for  doing  a  particular  thing, 
fail  to  give  a  lucid  explanation  on  the  subject,  notwith- 
standing the  fact  that  their  work  was  well  and  properly 
performed.  This  may  have  been  all  very  well  in  the 
past  before  we  had  a  Charter,  and  examinations  became 
a  necessity  to  procure  admission  to  its  privileges,  but 
now  the  examinations  have  become  fisMsts  the  theory 
can  no  longer  be  ignored. 

*'  Bookkeeping  "  may  with  safety  be  said  to  have 
had  its  origin  in  the  primitive  form,  still  found  in  some 
parts  (such  as  among  bakers  in  some  French  towns),  of 
keeping  a  stick  for  each  customer  and  cutting  a  notch 
for  eac^  delivery.  Later  on  it  reached  the  dignity  of 
single  entry,  which  doubtless  was  at  the  time  looked 
upon  as  something  very  like  perfection,  until  some 
gifted  being — generally  believed  to  be  a  Genoese — in- 
vented double  entry. 

SINGLE  KNTBT. 

This  system,  more  or  less  primitive  or  ''improved,** 
is  still  in  general  use  in  some  trades,  and  still  more 
conmionly  among  shopkeepers,  the  usual  impression 
among  the  uninitiated  being  that  it  is  so  simple  com- 
pared with  the  complexity  and  enormous  additional 
labour  of  doable  entry. 

Simple  it  undoubtedly  is,  but  in  the  old-fashioned 
sense  of  the  word  and  not  in  the  sense  which  implies 
an  approximation  to  perfection.  True  single  entry  is 
in  fact  "  eminently  unsatisfactory,"  for  by  it  a  trader 
cannot  properly  test  the  correctness  of  his  accounts,  nor 
ascertain  with  any  reliability  in  what  way  he  arrived  at 
his  profit  or  his  loss. 

As  we  are,  however,  so  frequently  required  to  examine 
single  entry  books  to  make  out  <'  balance-sheets  '* 
thereupon,  and  perhaps  to  furnish  reports  thereon,  it  is 
necessary  to  understand  the  principle  (or  perhaps  we 
should  better  say  want  of  principle)  which  governs  this 
so-called  system. 

In  true  single  entry  no  ''  nominal,*'  or  as  some  say 
''  impersonal "  accounts  are  kept,  such  nominal  ac- 
counts being  in  fact  the  subdivisions  of  the  trader*s 
own  accoant, 


Under  the  strict  application  of  this  system  three 
principal  books  of  account  only  are  required,  namely, 
cash-book,  day-book,  and  ledger;  but  without  any 
deviation  from  its  principles,  each  of  these  books  may 
be  subdivided  in  accordance  with  the  requirements  of 
the  particular  business.  For  instance,  the  "house 
cash/*  that  is,  the  account  of  all  receipts  and  payments 
without  the  intervention  of  a  bank,  may  be  kept  in  one 
book,  and  all  moneys  paid  into  or  out  of  bank  may  be 
kept  in  another  book ;  the  day-book  may  be  divided 
into  *'  goods  received  book  **  and  "  goods  sold  book," 
and  either  of  them  be  again  subdivided  into  depart- 
ments, while  the  ledger  may  be  divided  into  "  debtors* 
ledger  **  and  '*  creditors*  ledger,**  and  they  be  sub- 
divided in  their  turn.  It  should  be  noted  that  inas- 
much as  nominal  accounts  are  not  kept,  although 
«  day-book  **  is  a  correct  term,  *'  goods  bought  *'  and 
**  goods  sold  *'  are  misnomers,  and  such  books  should 
in  strictness  be  called  <*  creditors'  book'*  and  debtors' 
(or  customers)  books. 

JOINT  STOCK  COMPAKISS, 

There  is  no  necessity  for  compulsory  registration  of  a 
company,  unless  the  number  of  persons  composing  it  is 
more  than  twenty,  and  the  object  of  their  association  is 
the  acquisition  of  gain ;  but  any  seven  or  more  persona 
may  combine  for  any  lawful  purpose,  such  as  tiie  pro- 
motion of  art,  or  religion,  or  charity,  and  be  registered 
as  a  company,  with  limited  Uability  or  without,  so  long 
as  acquisition  of  gain  is  not  their  object.  All  com- 
panies are  formed  by  the  signing  of  a  memorandum  of 
association  by  seven  or  more  of  the  members,  and  such 
memorandum  must  in  all  cases  contain  the  name  of  the 
proposed  company,  the  part  of  the  United  Kingdom, 
whether  England,  Scotland,  or  Ireland,  in  which  it  is 
proposed  to  have  the  registered  office  of  the  company ; 
and  also  the  objects  that  the  proposed  company  have  in 
view.  If  the  company  is  one  limited  by  shares  or  by 
guarantee,  it  must  add  the  word  limited  after  the  name 
of  the  company;  companies  limited  by  shares  must  also 
insert  in  the  memorandum  of  association  a  clause  de- 
claring that  the  liability  of  the  shareholders  is  limited, 
and  the  amount  of  capital  with  which  the  company  in- 
tend to  commence  operations  ;  the  amount  of  capital 
must  be  registered  and  divided  into  a  certain  number 
of  shares  of  a  fixed  amount ;  for  example,  the  capital  of 
the  company  is  £10,000  in  1000  shares  of  £10  each. 
No  subscriber  to  the  objects  of  the  company  is  to  take 
less  than  one  share,  and  each  subscriber  is  to  write  op- 
posite his  name  the  number  of  shares  he  takes.  We 
have  said  that  the  memorandum  must  also  contain  a 
clause  declaring  that  the  liability  of  the  members  is 
limited.  This  is  a  wise  provision,  as  the  mischief  that 
limited  companies  have  done,  even  with  that  clause,  is 
sufficiently  apparent ;  and  if  it  had  not  been  made  a 
requirement  that  such  clause  should  be  inserted,  the 
evU  would  have  been  considerably  augmented,  as  there 
would  have  been  no  check  to  prevent  any  company  from 
appearing  ae  a  company  unlimited  as  to  the  liability  of 
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the  shareholders,  and  thns  ahle  to  obtain  an  amonnt  of 
credit  that  is  now  impossible.   The  insertion  of  a  clanse 
of  that  character  is  therefore  calculated  to  check  rash 
speculation  on  the  one  hand,  and  unlimited  confidence 
on  the  other.  If  the  company  is  one  limited  by  guaran- 
tee, it  must  insert  a  clause  declaring  that  each  member 
(in  the  event  of  the  company  being  wound-up  during  his 
membership,  or  within  twelve  months  after  it  has  ex- 
pired) undertakes  to  contribute  to  the  assets  of  the 
company  towards  the  payment  of  the  debts  and  liabili- 
ties incurred,  and  the  expenses  of  winding-up ;  also  for 
the  adjustment  of  the  various  rights   of  the  other 
guarantors  among  themselves,  and  to  contribute  what- 
ever amount  may  be  required  not  exceeding  the  amount 
of  their  guarantee.    The  memorandum  of  association 
containing  the  above  provisoes  requires  to  be  stamped 
with  a  deed  stamp,  and  has  the  same  binding  effect  as 
a  deed  upon  the  heirs,  executors,  and  administrators  of 
the  deceased  shareholder  who  has  executed  it.  .  Each 
signature  is  to  be  attested  by  one  witness,  and  such  at- 
testation is    valid  throughout  the  United  Kingdom. 
When  the  memorandum  is  duly  executed,  the  company 
can  make  no  alteration  in  its  provisions,  except  that  it 
it   may  by  special    resolution,  and    with    the   con- 
sent   of   ihe    Board    of   Trade,    change    its    name, 
and    also    can,    if  so     empowered    by    its    original 
resolution,  or  if  not  then  as  empowered  by  a  special 
resolution,  increase  its  capital  by  the  issue  of  new  shares, 
or  divide  them  into  shares  of  larger  amount.     "  The 
memorandum  of  association  may,  in  case  of  a  company 
limited  by  shares,  and  shall,  in  the  cabe  of  a  company 
limited  by  guarantee  or  unlimited,  be  accompanied  when 
registered  by  articles  of  association  signed  by  the  sub- 
scribers to  the  memorandum  of  association,  and  pre- 
scribing such  regulations  for  the  company  as  the  sub- 
scribers to  the  memorandum  of  association  may  deem 
expedient."     So  says  section  14  of  the  Act  of  1862, 
and  then  proceeds,  *'  The  articles  shall  be  expressed  in 
separate  paragraphs,  and  shall  be  numbered  arithme- 
tically ;*'  and  then  gives  direction  as  to  the  amount  of 
capital  and  other  particulars,  which  we  have  enumerated 
above.     The  articles  of  association  have  to  be  printed, 
and  are  to  be  stamped  as  if  they  were  a  deed  and  signed 
by  each  subscriber,  and  the  signature  of  such  subscriber 
is  to  be  witnessed  in  the  same  manner  as  we  have  shown 
to  be  necessary  for  a  memorandum  of  association.    Both 
the  memorandum  of  association  and  the  articles  are  to  be 
given  to  and  retained  by  the  registrar  of  jomt  stock  com- 
panies, who  will  register  them,  after  which  he  grants  his 
certificate  of  incorporation;   and  if  the  company  is 
limited,  he  is  to  state  that  hei  in  his  certificate.    The 
subscribers  then  become  a  body  corporate,  having  the 
name  mentioned  in  the  memorandum,  and  have  thence- 
forth power,  so  long  as  the  company  is  in  existence,  to 
exercise  all  the  powers  and  advantages  of  a  corporation 
with  a  common  seal  and  a  perpetufJ  existence  and  suc- 
cession.   We  say  perpetual  existence  advisedly,  for  a 
corporation  never  dies.    Although  the  various  members 
who  originall;^  called  ;t  into  e3pBte^oe  may  have  passed  I 


away,  and  their  places  been  filled  by  new  men,  still  the 
body  corporate  survives  and  goes  on  firom  year  to  yeart 
and  is  not  affected  by  the  "  manifold  chiukges  of  this 
mortal  life."  As  an  example  of  what  is  meant  by  this 
term,  take  the  case  of  the  New  River  Company.  Where 
are  ihe  original  subscribers  to  that  great  undertaking  ? 
How  many  times  have  the  shareholders  been  changed, 
and  their  places  filled  by  others,  since  its  formation  ? 
These  are  questions  difficult  to  answer;  yet  the  New  River 
Company  exists,  and  at  present  seems  likely  to  emulate 
the  Wandering  Jew  in  vitality,  and  to  answer  to  the 
description  of  the  Poet  Laureate  in  his  poem  of  **  The 
Brook  " — ''  Men  may  come  and  men  may  go ;  but  I  go 
on  for  ever."  This,  then,  is  what  is  meant  by  a  per- 
petual existence,  viz.  a  capacity  under  favourable 
circumstances  of  living  for  ever ;  and  this  a  company 
has  after  its  incorporation. 


%ttbtxB  to  tJ^t  (Sbitor. 

The  Accountants'  Students'  Journau 

To  the  Editor  of  The  Aceounianit*  Students'  Journal. 

Sir, — I  have  perused  the  specimen  copy  of  the  Students' 
Journal  sent  me  last  Saturaay,  and  think  it  will  be  of 
great  use  to  those  for  whom  it  is  intended.  May  I 
suggest  that  its  utility  would  be  matly  increased  if  model 
answers  to  the  questions  set  at  the  past  and  future  exami- 
nations were  published  in  your  columns ;  and  if  such 
answers  were  approved  bv  the  examining  committee  of 
the  Council,  it  would  be  an  additional  advantage. 
Students  would  then  be  enabled  to  know  how  much  was 
expected  of  them,  and  how  far  it  is  necessary  to  go  into 
legal  details  in  preparing  for  the  examinations.  At  pre- 
sent we  are  quite  in  the  dark,  as  some  of  the  legal  ques- 
tions already  submitted  would  require  pages  to  answer 
thoroughly.  If  you  think  m^r  suggestion  worthy  of  con- 
sideration, it  would  be  well  if  you  would  invite  other 
students  to  express  their  views  upon  it  through  your 
Journal, 

Yours,  &C. 

Albert  E.  Gibson. 

Birmingham,  May  15, 1883. 

[We  have  made  arrangements  to  give  model  answers  to 
the  questions  set  in  the  Intermediate  and  Final  Examina- 
tions of  the  Institute,  and  judging  from  the  support,  offi* 
cial  and  otherwise,  that  we  have  been  promised,  we  do 
not  doubt  of  the  success  of  the  scheme. — ^Ed.  AeeountoKte' 
Students'  Joumal."] 
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(Continued  from  No.  I,jp.l9.) 
A  composition  also  fixes  the  amount  the  ereditors  can  expect  to 
receive,  and  aifords  them  a  reasonable  hope  of  some  sort  of  pay- 
ment.It  is  natural  for  a  creditor  to  say,  **  So-and-so  has  fauedt 
and  he  offers  me  lOs.  in  the  pound ;  I  had  better  take  it  and  make 
an  end  of  the  matter."  OoeasionsJly  the  bugbear  of  bankraptpy 
Is  held  out  to  ereditors,  and  oecasiqnally  a  man  falls  into  the 
trap  and  takes  a  smaJler  oompoettion  than  neoessaiy;  but, 
notwithstanding  all  the  outoiy  which  has  ooeuned  in  connec- 
tion with  the  bankruptcy  bill,  and  which  has  led  to  the  present 
billf  compositions  are  a  favourite  method  of  winding-up  an 
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estoie.    Of  ootme,  I  do  not  mean  simply  a  whitawaahing  oom- 
positioD,  beeanae  the  Goort  haa  set  its  faee  against  all  oom* 
posxtiona  wbieh  are  far  the  benefit  of  the  debtor  only.    How 
the  oflieial  reeeiTers  under  the  bankmptoy  bill  are  going  to 
report  as  to  the  advisability  of  sanctioning  a  composition  when 
a  proper  statement  haa  not  been  made  out  I  know  not.    Most 
of  yon  know  that  a  statement  of  affairs  is  a  veiy  important 
doeomeot,  and  a  doonment  whieh  debtors,  many  of  them,  can- 
not poesihly  prepare,  and  yet  there  is  no  proTision  made  for  its 
preparation  by  an  acooontant ;  however,  it  is  an  evil  which  will 
work  its  own  remedy  one  day,  and  there  we  mxist  for  the  present 
leave  it.    The  dntiea  of  a  trastee  aro  so  mnltifarions  that  I 
have  no  donbt  yon  will  have  papers  read  to  yon  on  the  subject. 
I  can  only  indicate  verjr  briefly  the  functions  you  will  be  called 
upon  to  perform.    It  is  absolutely  neoessaiy  that  a  trustee 
should  have  some  knowledge  of  bankruptcy  law  and  practice, 
so  as  to  render  it  unneoessary  for  him  to  run  to  his  solicitor 
the  moment  every  small  question  arises.    I  do  not  for  a  single 
moment  wish  it  to  be  understood  that  a  trustee  should  raly 
upon  his  own  knowledge  of  the  law  in  winding-up  a  debtor's 
estate.    It  Would  be  tnnching  upon  tiie  province  of  another 
profession  if  he  were  to  do  so,  and  he  would  invariably  find 
oat  that  a  little  knowledge  is  a  veiy  dangerous  thing.    All  that 
I  contend  for  is,  that  he  should  learn  sufficient  law  to  become 
ttt  educated  and  intelligent  dUent.    Winding-up  joint  stock 
eompuiiea  ia  a  subject  which  calls  for  a  large  share  of  the 
attention  of  aooountants.    This  business  runs  back  to  the  year 
1848,  when  official  managers  first  came  into  existence.    The 
estate  was  then  vested  in  the  official  manager,  who  became 
thereby  a  trastee ;  and  thia  waa  the  first  instance,  so  far  aa  I 
know,  of  the  violation  of  the  legal  axiom  that  a  trustee  must 
not  make    a    profit.     A  large  business  was  done  by  ac- 
coontanta   in  the  year   1848   in   the  winding-up  of  joint 
■toek  companiea;  and  in  1849,  1860,  and  1851  there   mas 
a  large  buaineas  in  winding-up  abortive  railway  oompanies, 
until  somebodr  found   out  that   they  were  not  companiea 
at  an,    and  tnen  that   branch   of   business   ceased.     The 
duties  performed  by  an    official   liquidator  are  of  a  most 
onerous  dharaeter.    He  has  not  only  to  realise  the  assets  and 
collect  thedebtadue  to  the  company,  but  he  has  to  make  out  a 
list  of  eontribntories,  that  ia,to  ascertain  those  shareholders 
who  are  liable  lor  debts ;  and  this  is  moat  frequently , as  I  know 
from  experience,  a  troublesome  and  difficult  matter.   Of  course 
yon  have  to  deal  with  cases  of  very  oreat  hardship,  of  ladies 
and  dergymen  who  have  put  their  aUinto  companies — a  very 
wrong  thing  of  them  to  do,no  doubt,  but  still  ^ey  have  done 
it— and  occasionally  one  has  very  distressing  scenes  in  con- 
nection with  them.    The  liquidator  has  to  give  his  solicitor 
instructiona  to  carry  on  poeaibly  a  vist  amount  of  litigation 
connected  with  the  company,  but  before  he  can  do  so  he 
must  investigate  the  company's  books,  and  nothing  calls  for 
more  judgment  and  discretion  than  an  investigation  of  those 
sceounta.    If  a  liquidator  starta  a  litigation,  and  without  suc- 
ceeding, it  18  all  money  thrown  away.    He  must  therefore 
know  where  to  look  for  the  salient  points,  so  as  to  prevent 
estates  being  wasted.    Fart  of  the  liquidator's  duties  too  are 
to  advise  the  judge  upon  the  acceptance  of  compromises  offered 
by  contribntors  who  are  unable  to  pay  the  ciJls  in  full.    This 
is  very  often  a  distressing  part  of  one's  duty,  as  one  would  like 
to  let  some  people  off  altogether,  but  it  is  impossible.    He  has 
to  advise  the  Court  as  to  the  time  and  amount  at  which  calls 
should  be  made,  and  to  inveatigate  the  daims  made  against 
the  estate.    I  never  wound-up  a  company  where  there  was  not 
aelaimput  forward  which  we  had  to  put  right  or  resist. 
Occasionally  you  may  have  very  large  daims  of  this  kind.    In 
ooe  case  I  had  claims  put  fbrward  for  £250,000  against  a  com- 
paov.  and  I  got  rid  of  them  all  without  paying  a  single 
fsrthing.    If  y ra  have  not  the  knowledge  necessary  for  dealing 
with  such  qo^tions,  the  claims  get  proved — ^for  if  you  cannot 
find  out  an  answer  to  them  nobody  dse  does — and  the  ahare- 
holdera  have  to  pay  them.    Therefore  the  possession  of  some- 
thing like  a  knowledge  of  the  law  of  contract  becomes  rather 
important  for  an  oiBdal  liquidator.    It  is  only  neoessaiy  to 


state  that  unless  a  liquidator  starts  queations,  the  result  of  his 
investigations,  those  questions  are  very  seldom  started  at  alL 
Sometimes  questions  are  started  which  are  no  good  to  any* 
body,  and  it  is  a  proper  question  for  the  liquidator  to  put  to 
himself,**  If  I  start  this  question,  what  good  will  it  do  to  any- 
body? "    And  if  he  thinks  it  will  do  no  good  to  anybody,  it  ia 
hia  duty  not  to  start  it.    Of  course  there  is  a  very  great  deal 
left  to  tiie  discretion  of  the  official  liquidator,  and  a  great  deal 
of  confidence  is  placed  in  him.    O^asionally  the  judge  will 
ask  his  opinion  on  a  matter  of  business,  and  it  will  generally 
be  taken ;  besides  which  there  is  one  other  thing  which  shows 
the  confidence  which  is  reposed  in  liquidators.    In  very  large 
affairs  it  is  utterly  impossible  to  get  security,  for  the  amounta 
passing  through  tiie  hands  of  liquidators  are  so  great  that  no 
mancoald  find  security  for  them.  Just  imagine  hiding  security 
for  millions:  it  cannot  be  done.    There  are  other  functions  to 
be  fulfilled  by  an  accountant.which  I  must  d^miss  in  a  very  few 
words.    The  Courts  have  power  to  employ  him  as  an  expert, 
but  they  do  not  do  it  very  often.    They  can  appoint  him  a 
spedal  referee;  and  generaUy  speaking  when  he  makes  his  report 
it  is  received  with  a  great  deal  of  respect.    I  have  thus  given  a 
brief  and  imperfect  refwii^  of  the  duties  which  devolve  upon 
an  accountant    Ton  will  see  that  they  are  of  considerable 
importance,  and  require  considerable  skill  and  knowledge— 
sudi  aa  can  only  be  obtained  through  hard  work  or  study.  And 
here  let  me  say  a  word  to  my  younger  friends :  I  believe  in  th» 
magic  of  hard  work.     Ton  see  a  great  many  young  men 
who  crowd  into  professions  or  tradea  who  do  not  do  their  work 
in  a  thorough  manner.  They  come  a  littie  late  in  the  morning, 
they  lounge  through  their  work,  and  th^  finaily  make  up  for 
eoming  late  by  going  away  a  littie   earlier.     Now   thoae 
who  want  to  succeed  will  never  de  it  in  that  fashion.    If  you 
want  to  succeed,  you  must  have  an  interest  in  your  work;  yon 
must  work  at  it,  not  in  every  case  pausing  to  think  whether  it 
is  work  which  will  **  pay  "  or  not.    Ton  must  do  your  work 
well  for  the  work's  sake.    It  was  written  a  great  many  yeara 
ago,  and  it  is  no  less  the  truth  now ;  "  Whatsoever  thy  hand 
findeth  to  do,doit  with  thy  might ;"  and  there  is  no  reaaon  why 
that   should   not   apply   to  persons  of  the  present    diay. 
In  my  belief,  there  u  for  people  of  ability  aa  good  an  open- 
ing in  England  aa  ever,  and  I  tnink  you  will  agree  with  me 
that  to  perform  the  functions  properly  which  I  have  briefly  in- 
dicated to  you«  there  ia  quite  auffident  to  call  into  existence  all 
the  talents  a  man  can  posaess.    To  be  successful  he  ought  to 
be  accurate,  careful,  patient,  accustomed  to  long  investigationa ; 
and  as  he  is  frequentiy  called  upon  to  fill  positions  of  hi^ 
trust,  he  should  be  thoroughly  discreet,  honest,  and  truthful. 
In  the  course  of  his  work,  tiie  accountant  will  find  it  of  great 
advantage  to  himself  to  be  able  to  address  a  meeting  in  a  dear 
and  business-like  way,  to  be  able  to  set  forth  figures  intelligibly^ 
and  when  under  examination  aa  a  skilled  witness,  although  he 
may  have  to  think  in  technical  language,  to  be  able  to  expreaa 
hia  meaning  in  terma  ordinarily  used.    Of  oonrse,  in  admas* 
ing  a  meeting  of  creditors  doquence  would  be  entirdy  out  of 
place,  for  what  you  want  is  a  clear  and  buainess-like  speech.  A 
knowledge  of  foreign  languagea  ia  very  useful,  especially  aa 
English  companiea  are  now  formed  to  carry  on  operationa  in 
nearly  all  parts  of  the  world.    Occasionally  these  oompanies 
have  to  undergo  the  common  fate  and  wind-up,  and  then  the 
official  liquidator  has  to  go  abroad.    If  so,    he  will  find  im- 
mense assistance  in  being  able  to  apeak  French  and  German 
welL    He  will  also  find  it  a  still  greater  hdp  to  him  if  he  haa 
a  slight  knowledge  of  tiie  laws  of  those  countries,  of  the  legal 
terms  employed,  and  of  the  meaning  of  those  terms.    Now  I 
come  to  our  Institute.    It  had  been  a  grievance  with  respect- 
able accountants  that  they  had  to  suffer  for  complaints  made 
against  persons  calling  themselves  accountants,  although  those 
persons  might  not  know  one  side  of  a  ledger  from  the  other. 
Of  course,  f  do  not  mean  the  heads  of  government  depart- 
ments, railways,  ^to.,  but  persons  of  very  littie  ability  and  no 
character  who  hold  themselves  out  as  accountanis.    We  some- 
times see  that  Mr.  So  and  So  was  charged  with  being  drunk,  or 
picking  pooketa,  ^tc,  and  describing  himself  as  an  accountant. 
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Unfortunately,  any  one  can  call  himself  an  acooontant,  and 
the  nuisance  of  this  became  so  great,  that  many  of  the  princi- 
pal accountants  formed  themselves  into  Institutes,  and  after 
ihey  had  been  in  existence  for  a  few  years  the  various  Insti- 
tutes combined  in  applying  for  and  obtaining  a  Charter,  in- 
corporating the  Institute  of  Chartered  Accountants  of  London. 
The  petition  for  the  Charter  stated,  amongst  other  things, 
**  That  the  profession  of  Public  Accountants  in  England  and 
Wales  is  a  numerous  one,  and  their  functions  are  of  great  and 
increasing  importance  in  respect  of  their  employment  in  the 
eapaoities  of  liquidators  acting  in  the  winding-up  of  companies, 
and  of  receivers  under  decrees,  and  of  trustees  in  bankruptcies, 
or  arrangements  with  creditors,  and  in  various  positions  of  trust 
nnder  Courts  of  Justice,  as  also  in  the  auditing  of  the^  accounts 
of  public  companies,  and  of  partnerships  and  otherwise.  That 
the  aggregate  number  of  members  of  the  said  societies  exceed 
500,  and  in  that  number  are  comprised  nearly  all  the  leading 
Public  Accountants  of  England  and  Wales.    That  in  the  judg- 
ment of  the  petitioners  it  would  greatly  promote  the  objects 
for  which  the  said  societies  have  been  instituted,  and  would 
idio  be  for  the  public  benefit,  if  the  members  thereof  were  in- 
oorporated  as  one  body,  as  besides  other  advantages  such  in- 
oorporation  would  be  a  public  recognition  of  the  importance  of 
the  profession,  and  would  tend  to  gradually  raise  its  character, 
And  thus  to  secure  to  the  community  the  existence  of  a  class 
of  persons  well  qualified  to  be  employed  in  the  responsible  and 
difficult  duties  often  devolving  on   Public   Accountants.'*    I 
don't  think  you  could  put  a  case  for  ourselves  in  better  lan- 
guage than  tiiat,  for  you  must  bear  in  mind  that  we  exist  for 
the  public  benefit  as  well  as  our  own.    The  Charter  then  pro- 
eeeds  to  state  that  being  satisfied  that  the  intentions  of  the 
petitioners  are  laudable  and  deserving  of  encouragement,  we 
(Her  Host  Gracious  Majesty^  by  our  perrogative  royal,  <fec.  do 
oonstitute  and  incorporate  mto  one  body  politic  and  corpo- 
rate by  the  name  of  the  Institute  of  Chartered  Account- 
ants   of    England   and    Wales.      Under   the   provisions   it 
was    necessary  at  the     outset    to     admit   accountants    of 
a    certain    standing,     but    the    ultimate    object    of    the 
Chuter  was  that  those  who  signify  their  intention  of  becoming 
Chartered  Accountants  should  serve  under  articles,  and  pass 
an  examination  as  a  guarantee  to  the  public.  It  is  thought  that 
by  these  means  the  status  would  be  elevated,  and  &e  pro- 
fessional knowledge  of  its  members  increased.    The  number  of 
members  on  the  Slst  December,  18S2,  was  1,236.    The  Char- 
tered Institute  is  making  its  way  in  public  estimation,  as  is 
evidenced  by  the  fact  that  notice  of  an  amendment  has  been 
given  with  reference  to  the  present  Bankruptcy  Bill  that  no 
public  accountant  should  be  appointed  to  fill  the  office  of 
trustee,  official  receiver,  or  manager  in  bankruptcy,  unless  he 
is  a  member  of  the  Institute  of  Chartered  Accountants.  I  may 
■ay  that  the  Institute  rather  suggested  that  should  be  done ; 
but  it  is  done  as  well  for  the  benefit  of  the  public.    Ano^er 
notice  of  amendment  has  been  given,  which  if  carried  would 
limit  the  number  of  official  receivers,  to  either  members  of 
the  United  Law  Society,  members  of  the  Institute  of  Chartered 
Accountants,  or  of  the  Society  of  Actuaries,  unless  the  Board  of 
Trade  see  good  reason  to  the  contrary.    We  therefore  hope 
that  the  Institute  will  by  these  means  be  recof^nised  as  filling 
a  public  want.    It  is  hoped  th^it  in  course  of  time  the  public 
will  come  to  appreciate  the  advantage  of  having  to  deal  with 
Chirtered  Accountants.    I  have  endeavoured  thus  briefly  to 
give  you  a  renifli^  of  the  duties  of  an  accountant,  and  in  so 
doing,  I  have  sought  rather  to  give  you  material  for  thought 
than  to  inculcate  any  teaching.    That  will  be  more  satisfac- 
torily done  by  the  reading  of  papers  upon  various  subjects  : 
and  notice  of  these  has  I  see  already  been  given.    I  have 
spoken  to  you  of  the  reason  why  the  Institute  of  Chartered 
Aooountants  has  been  called  into  existence,  and  I  hope  some 
day  to  be  able  to  congratulate  you  all  npen  becoming  members 
of  that  Institute,  and  I  trust  that  you  and  your  fellow  students 
who  are  scattered  all  over  the  country,  and  who  are  the  future 
aoconnttntsof  England,  may,  by  your  -honour  and  trust  with 
wUoh  youoaity  out  your  duticsi  secure  and  enhance  the  future 


reputation  of  the  Institute.  Your  presence  here  to-night  shows 
your  desire  to  have  yourselves  educated  so  as  to  become  mem- 
bers of  what  I  may  fairly  call  a  verf  useful  and  honourable 
profession,  and  I  can  only  say  that  I  wish  you  every  success  in 
your  endeavours,    f^oud  cheers,  amid  which  the  President 

Mr.  T.  A.  Welton.— Mr.  President  and  Qentlemen,— I  wish 
in  the  first  place  to  offer  you  my  acknowledgments  for  the 
position  in  which  you  have  placed  me.  I  presume  you  have 
appointed  me  your  first  vice-president  in  recognition  of  the 
interest  i  have  always  felt  in  the  welfare  of  the  younger  mem- 
bers of  the  profession.  I  hope  you  will  always  adopt  the 
wholesome  rule  of  admitting  as  many  of  the  senior  members 
of  the  profession  as  possible  successively  to  that  position,  so 
that  they  may  give  you  the  benefits  of  their  experience.  As  to 
the  allusion  made  to  me  by  your  president  respecting  the 
borough  of  Brighton,  I  should  like  to  explain.  (Hear.)  Some 
few  years  ago  the  corporation  of  Brighton  thought  it  would  be 
well  for  Hove  to  be  embodied  with  them.  Hove  did  not  share 
their  sentiments,  and  I  was  called  in  to  find  out  the  state  of 
affairs  in  both  places  with  a  view  to  prove  the  case  of  Brighton. 
I  am  happy  to  say  that  the  professional  man  employed  by  the 
Hove  commissioners  arrived  at  conclusions  so  similar  to  those 
I  had  reached  that  they  did  not  call  him,  but  took  my  evidence 
as  being  conclusive.  I  believe  one  of  the  characteristics  of 
accountants  is  that  they  are  more  impartial  than  the  members 
of  the  legal  profession,  and  that  is  because  it  is  not  part  of 
their  dutf  to  be  partisans.  Consequently,  that  is  a  distinc- 
tion which  it  is  just  as  well  to  bear  in  mind  when  we  are 
engaged  in  litigations.  I  would  utter  one  word  which  your 
president  has,  I  think,  omitted  in  relation  to  the  duties  you 
have  to  perform,  and  that  is  eompromite.  It  will  sometimes 
happen  in  cases  of  enormous  importance  that  a  part  is  prefer- 
able to  the  whole,  and  that  by  arranging  between  the  con- 
tending parties  a  better  state  of  things  cau  be  secured  for  them 
all— much  better  than  if  they  chose  to  fight  out  their  extreme 
rights.  I  know  one  striking  instance  where  two  (new  and  old) 
bodies  of  shareholders  in  a  large  bank  were  both  more  or  less 
liable  to  certain  creditors,  and  which  would  have  led  to  a  most 
extensive  enquiry  had  it  not  occurred  to  my  partner,  Mr. 
Qailter,  that  the  matter  could  be  arranged  by  the  creditors 
taking  a  diminished  sum  from  the  shareholders  of  the  new 
bank.  The  fact  is  that  a  little  amicable  arrangement  will  very 
often  terminate  the  most  destructive  litigation.  As  to  essays.  I 
was  anxious  to  establish  some  syetem  when  I  was  an  official  of 
the  old  Institute,  by  which  prizes  would  be  offered  for  such 
productions,  but  I  found  there  were  difficulties  in  the  way.  1 
hope  the  junior  members  of  the  profession,  now  this  Society  is 
formed,  will  overcome  those  difficulties.  I  do  not  believe  in 
long  and  important  essays  being  called  for.  I  would  rather 
sugfirest  that  every  member  of  this  Society  should  be  invited  as 
occasion  serves  to  send  in  memoranda  upon  points  of  interest 
to  the  Council,  that  they  should  be  printed,  and  that  at  proper 
intervals  of  time  the  work  thus  sent  in  should  be  reviewed  and 
some  prizes  awarded  to  those  who  had  done  the  best.  I  have 
nothing  further  to  add  to  what  the  president  has  suid. 
(Cheers.) 

Mr.  G.  Snbath.— Mr.  President  and  Gentlemen, — Our  worthy 
president  has  touched  upon  nearly  all  the  topics  of  interest  to 
the  profession  of  an  accountant,  and  in  all  the  points  he  has 
brought  forward  he  has  shown  you  that  the  profession  is  a 
most  honourable  one,  and  one  that  requires  a  great  deal  of 
skill  and  attention.  For  that  reason  I  think  that  the  forma- 
tion of  the  present  Society  is  one  which  will  conduce  consider- 
ably to  the  elevation  of  the  status  of  professional  accountants 
in  the  future.  It  will  tend  to  make  the  members  of  the  pro- 
fession thoroughly  competent,  able,  and  independent,  and  so 
to  command  the  esteem  of  the  commercial  world  in  general. 
If  that  be  the  aim  of  the  members  of  this  Society,  I  am  sure 
we  shall  all  hive  done  well  in  starting  such  an  institution  as 
this.  1  don't  propose  to  decain  you  long,  but  should  wish  to 
say  a  few  words,  and  especially  upon  the  question  of  classes. 
I  attach  great  importance  to  the  formation  of  olaases  in  Uiia 
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institatioiL  The  subjects  at  present  laid  down  by  the  Oonnoil 
for  examinttion  open  np  a  yerj  wide  field,  and  will,  if  properly 
carried  out,  make  the  gentlemen  admitted  as  tecountants  proye 
that  they  hare  well  studied  both  commercial  and  business  matters, 
the  law  in  its  elementary  stages,  and  general  literature,  aod  that 
they  are  thoroughly  qaidifled  to  carry  out  any  of  the  duties  im- 
posed upon  them  by  the  public.  I  quite  agree  with  the  worthy 
president  that  one  of  the  subjects,  and  that  a  Tery  important  sub- 
ject, for  study  is  that  of  foreign  languages,  French  and  German, 
for  choice.  I  spealc  from  experience,  for  my  firm  have  had  many 
foreign  matters  of  business,  and  in  consequence  of  my  ignorance 
of  the  German  language  I  have  had  to  forego  the  pleasure  of 
seyeral  trips  to  Germany ;  and,  to  confirm  the  worthy  president's 
remark  of  the  extended  daties  of  an  accountant,  I  may  add  that 
I  hare  had  business  which  has  taken  me  to  America :  but  there  a 
knowledge  of  foreign  languages  was  not  necessary.  Then  there 
is  the  question  of  hard  work.  I  do  agree  with  the  president  that 
atodents  will  ncTer  make  frood  accountants  unless  they  take  an 
interest  in  the  work  they  have  to  perform,  and  stick  to  it  and 
thoroughly  carry  it  out.  Do  your  work  thoroughly  and  earnestly, 
no  matter  how  long  it  may  take  you.  There  are  many  points  on 
which  one  might  dwell,  but  I  will  not  detain  you  longer.  I 
haye  great  pleasure  in  moTing  a  yote  of  tiianks  to  our  worthy 
yice-president  (Mr.  Welton)  for  his  address.    (Cheers.) 

Mr.  Van  se  Lindb. — I  haye  yery  much  pleasure  in  seconding 
the  yote.  We  haye  in  Mr.  Welton  a  yery  able  gentleman,  whose 
heart  is  with  us,  and  who  is  on  the  Council  of  the  Institute  as 
well  as  on  the  Council  of  the  Statistical  Society,  and  therefore 
we  may  look  forward  with  great  interest  to  all  the  papers  which 
Mr.  Welton  may  from  time  to  time  favour  us  with,  as  well  ss  to 
the  hints  that  he  will  ffive  us.  Therefore  I  beg  to  second  the 
yote  of  thanks  to  Mr.  Welton,  oar  worthy  vice-president. 

The  Pbbsident  then  put  the  vote  of  thanks  to  Mr.  Welton  to 
the  meeting,  and  it  was  carried  unanimously. 

Mr.  GaurFiTua.— Tou  have  heard  the  address  of  our  worthy 
president  with  deep  interest.  In  selecting  him  as  their  president 
the  students  of  this  Society  have  done  themselves  great  honour, 
and  have  chosen  a  gentleman  who  will  perform  his  duties  with 
perfect  satisfaction  to  them  all.  I  am  sure  the  resume  he  gave 
us  of  the  duties  and  responsibilities  of  accountants  was  really 
almost  alarming,  there  were  so  many  branches  of  the  profession 
he  touched  upon,  and  it  would  really  aeem  that  it  reouired  a 
great  deal  of  courage  to  follow  the  profession.  We  are  indebted 
to  the  president  very  much  for  attending  here  to-night,  for  he 
has  actually  risen  from  a  bed  of  sickness  to  do  us  good.  (Cheers.) 
It  is  like  an  accountant  of  position  to  do  such  a  thing,  and  I  can 
only  hope  that  his  exertions  may  do  him  no  harm,  and  that  we 
may  next  see  him  in  his  general  good  health.  The  Society  that 
you  have  now  formed,  gentlemen,  although  in  its  infancy,  has 
apparently  attained  a  very  large  growth,  and  it  is  much  to  be 
hoped  that  it  may  continue  to  do  so,  and  that  you  may  all  con- 
tinue to  take  the  same  interest  in  it  as  you  show  to-night.  I  will 
conclude  by  proposing  a  vote  of  tlianks  to  your  president. 
(Cheers.) 

Mr.  F.  W.  PiXLET. — I  am  sure  when  I  sit  down  from  seconding 
it  yoQ  will  give  this  motion  of  a  vote  of  thanks  to  your  president 
a  yery  enthusiastic  reception.  His  explanation  of  the  dutiea  of 
accountants  has  been  most  interesting,  and  you  will  all  look  for- 
ward to  the  time  when  you  will  be  able  to  take  part  in  them.  I 
shall  be  very  brief  on  this  occasion,  as  I  shsll  have  the  honour  of 
addressing  you  on  the  special  duties  which  fsll  to  the  lot  of 
accountants,  and  therefore  I  will  simply  ask  you  to  join  me  in 
the  yote  of  tlianks  which  Mr.  Griffiths  has  proposed.  (Loud 
cheers.) 

The  motion  was  put  to  the  meeting  by  Mr.  Welton,  and 
carried  by  acclamation. 

The  Pbbsident. — I  am  very  much  obliged  to  you  for  your 
vote  of  thanks.  I  only  wish  I  oould  have  given  more  time  to 
the  remmS  I  had  prepared,  and  of  which  to-night  I  have  used 
only  about  a  quarter.  Anything  I  can  do  to  forward  the  inter- 
ests of  the  students  I  rhall  always  be  very  glad  indeed  to  do. 
But  there  is  one  thing  you  ought  not  to  forget  to  do,  and  it  is 
this,    Yoa  owe  jour  meeting  here  to-night  to  the  committee  and 


the  secretary,  and  I  shall  therefore  move  that  which  I  am  sura 
you  will  all  agree  to— that  the  hearty  thanks  of  this  meeting  are 
due  to  the  oommittee  and  secretuy  for  their  valuable  seryioes. 

The  yote  was  at  once  carried. 

The  Hon.  Secretary  (Mr.  Walteb  Piooott).— Mr.  President 
and  Gkntlemen, — I  am  called  upon  to  return  thanks  for  your 
vote  on  behalf  of  myself  and  the  eommlttee.  The  proceeding  is 
not  on  the  agenda,  and  therefore  I  am  not  prepared  for  it.  I 
shall,  therefore,  simply  return  thanks,  and  say  it  will  give  me 
yery  great  pleasure  to  forward  the  interests  of  thia  Sooie^  in  any 
way  I  can.    (Loud  cheers.) 

The  meeting  then  separated. 
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"  AunrriHO.*' 
The  fourth  ordinary  meeting  of  this  Society  was  held  on 
the  28th  ultimo,  when  Mr.  Joseph  Slocombe  delivered  a 
lecture  on* 'Auditing."  The  chair  was  taken  by  the  Vice- 
President,  Mr.  Chas.  A.  Harrison,  and  83  honorary  and 
ordinary  members  were  present.    The  lecturer  said : — 

Our  business  this  evening  is  to  consider  two  questions. 
First,  what  is  an  auditor?  and  second,  what  are  his  duties  ?  The 
first  question  is  eaaily  answered,  the  reply  to  the  second 
can  be  extended  to  almost  indefinite  length.  It  will  be  more 
especially  my  task  this  evening,  as  far  as  I  am  able  to  do 
so,  and  as  far  as  the  limits  of  your  patience  with  me  will  per- 
mit, to  give  an  outline  of  what  the  duties  of  an  auditor  include. 
First,  then,  what  is  an  auditor  ?  The  Encyclopaedias  to 
which  I  have  referred  for  a  brief  authoritative  definition  of 
the  terms,  do  not  give  a  very  complete  exposition  of  its  mean- 
iag,  e.ff.f  they  do  not  seem  to  take  any  notice  of  Public  Account- 
ants as  auditors,  although  one  would  expect  some  such  reference 
in  modem  works.  Perhaps  I  have  not  searched  far  enough, 
but  I  found  in  one  old  Encylopsedia  a  short  definition  which 
will  probably  serve  our  purpose,  as  it  is  a  fairly  good  answer 
to  the  inquiry. 

*'  To  audit  is  to  hear  whatever  may  be  siud  on  the  subject 
"  in  hand,  with  a  view  of  passing  a  judgment ;  generally 
"  applied  to  the  examination  and  passing  of  accounts  by 
*<  persons  denominated  auditors,  but  who  are,  perhaps,  in 
**  these  transactions  more  properly  inspectors." 
The  auditors  of  the  present  day  may,  I  think,  be  roughly  di- 
vided into  three  classes  :— 
The  non-professional. 
The  professional,  and 
The  official. 
I  suppose  that  before  the  present  century,  the  second  class, 
with  which  we  are  more  directly  interested,  did  not  exist.  The 
few  audits  then  made  which  were  not  official,  were  generally 
performed  by  gentlemen  whose  staple  incomes  were  not,  as  ours 
are,  liable  to  be  influenced  by  the  parsimony  of  ungrateful 
shareholders,  or  the  cutting-down  propensities  of  cheeseparing 

clients.  ,  •     .      ,      ,. 

To  begin  with  this  first  class — the  non-professional  auditor^ 
their  number  is  thinning  down  year  by  year,  and  some  of  you 
may  probably  live  to  see  the  day  when  the  amateur  auditor  will 
be  almost  as  extinct  as  the  dodo.  The  non-professional  auditor  ia 
generally  a  man  of  business— frequently  retired— whose  friends 
think  he  has  an  aptitude  for  fieures  and  invesU^ation.  Some- 
times—indeed often— the  friends  are  right,  and  it  has  been  my 
lot  to  meet  with  non-professional  gentlemen  in  the  capacity  of 
auditors,  whose  painstaking  sagacity  and  skill  would  be  credit- 
able to  any  trained  accountant ;  but  I  could  tell  humorous 
stories  of  another  section  of  this  class— gentlemen  whose  ca- 
pacity for  auditing  the  condition  of  the  sherry  (which  in  their 
case  generally  accompanied  the  audit)  was  doubtless  excellent, 
but  whose  ability  to  audit  any  set  of  accounU  did  not  exist 
outside  the  imagination  of  the  friends  who  had  been  instru- 
ments! in  their  appointment.  ,     .      , 

The  experience  of  later  years  has  shown  that  unprofessional 
audiU  are  genendly  incomplete  and   frequently  worthless. 
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Worthleis  in  cases  such  as  I  haye  just  referred  to,  and  incom- 
plete—except in  small  matters— because  the  gentlemen  ap- 
pointed haTC  not  either  the  time,  the  inclination,  or,  so  to 
speak,  the  machinery  for  that  thorough  examination  which 
we  know  to  be  essential  if  an  audit  is  to  be  effectual  and 
reliable. 

As  the  main  object  of  this  lecture  is  to  deal  with  the  work  of 
a  professional  auditor,  it  will  perhaps  be  advisable  for  me  now, 
in  order  to  clear  the  ground,  to  refer  at  once  to  the  third  class 
of  auditors  I  have  mentioned— the  official— and  this  may  be 
done  very  briefly,  because  I  belieTC  I  am  right  in  stating  that 
the  official  auditor  is  a  gentleman  with  whom  the  professional 
accountant  is  not  frequently  brought  into  contact.  The  chief 
official  auditors  are  those  appointed  by  the  Local  Government 
Board  and  the  Board  of  Trade— each  of  those  for  the  Local 
Goyemment  Board  having  a  district  assigned  to  him, 
and  their  duties  include  the  audit  of  the  accounts  of  Local 
Boards  of  Health,  Highway,  and  Sanitary  Authorities,  School 
Boards,  &c.  The  official  auditors  are  not,  so  far  as  I  am 
aware,  ever  selected  from  the  ranks  of  professional  accountants, 
but  are,  for  the  most  part,  able  men  who  have  had  some  legal 
or  official  training,  and  are  considered  capable  of  deciding 
Judicially  upon  the  legality  and  propriety  of  the  payments  set 
forth  in  the  accounts  submitted  to  them,  having  regard  to  the 
acts  and  orders  by  which  the  several  local  authorities  whose 
accounts  they  haye  to  investigate  are  governed ;  and  in  this 
capacity  they  have  (subject  to  appeal)  the  power  to  disallow 
and  surcharge.  As  accountants,  although  your  work  will  not 
be  co-ordinate  with  theirs,  you  may  sometimes  have  to  prepare 
statements  for  the  official  auditors,  and  in  that  case  I  would 
recommend  you  to  study  '*  Lloyd  Roberts'  Exemplifieation  of 
Local  Board  Accounts,*'  published  by  Knight  &  Co.,  90,  Fleet 
Street,  London. 

We  now  come  to  the  **  pi^ce  de  r6si«tance"  of  the  evening — 
the  professional  auditor — the  Chartered  Accountant,  for  I  hope 
the  day  is  not  far  distant  when  none  but  Chartered  Account- 
ants will  be  selected  for  such  appointments.  In  saying  this,  I 
am  not  actuated  by  what  has  been  described  as  a  spirit  of 
narrow  Trades  Unionism,  but  bya  conyiction  which  strengthens 
with  time  of  the  serious,  I  might  say  solemn,  responsibilities 
whiuh  attach  to  the  position  of  an  auditor,  and  this  leads  me  to 
the  conclusion,  that  none  but  those  who  are  presumably  fitted 
for  the  work  should  be  deputed  to  do  it.  The  qualifications  for 
an  auditor  are  manifold  —he  should  be  skilful  and  experienced : 
honest,  bold  and  courageous,  yet  discreet  withal ;  and  he  should 
possess  in  a  large  degree  the  quality  of  firmness,  tempered 
with  courtesy,  forbearance  and  moderation.  Thii  is  my 
humble  conception  of  the  ideal  auditor— we  may  not  all  attain 
the  ideal,  but  we  may  all  at  lea9t  strive  to  reach  it. 

I  purpose,  in  proceeding  now  to  treat  of  the  duties  of  the 
professional  auditor,  to  refer  mainly  to  his  duties  in  relation 
to  public  companies,  because  I  think  we  shall  find  that,  in 
doing  so,  we  are  at  the  same  time  coyering,  at  any  rate,  most 
of  the  ground  which  we  should  have  to  travel  in  considering 
the  work  of  an  auditor  to  a  private  individual  or  partnership. 
An  auditor's  work  in  relation  to  the  latter  is  generally  (and 
8)metime8  too  in  company  audits)  more  or  less  associated  with 
the  completion  of  the  accounts  and  preparation  of  the  Balance- 
sheet,  end  an  auditor  f  jr  a  new  company  if  also  frequently 
consulted  upon  the  scheme  of  accounts  to  be  kept  by  the  com- 
pany, and  the  method  of  carrying  it  out— subjects  upon  which 
the  advice  of  an  experienced  accountantisalways  very  valuable; 
but  it  is  not  my  intention  to  touch  upon  these  questions, 
which  come  more  properly  under  the  head  of  Book-keeping. 
I  shall  this  evening  assume  substantially  that  the  accounts 
have  been  completed,  and  are  lying  before  us  ready  for  the 
audit. 

You  will  have  gathered  from  my  previous  remarks  that  I  re- 
gard the  position  of  an  auditor  as  one  of  great  importance  and 
responsibility.  It  is  his  business  thoroughly  to  investigate  in 
principle  and  detail  the  accounts  submitted  for  his  examina- 
tion, and  he  should  therefore  require,  and  insist  on,  the  fullest 
information  upon  every  subject  to  which  the  accounts  relate 
^om^Umes  an  auditor  ia  hampered  in  this  respeot  b7  the  limited 


time  placed  at  his  disposal — a  difficulty  to  be  ovd 
possible,   by  a  little  management  and   azrangemi 
Articles  of  Association  of  most  Companies  proride 
accounts  shall  be  laid  before  the  auditors  so  many  dt( 
the  ordinary  meeting  of  shareholders  at  which  they ) 
presented,  but  yery  nequently  this  period  (neyer  to# 
curtailed  by  the  operation  of  another  article  which  pro 
the  publication  of  the  Directors'  report  and  accounts) 
days  before  the  meeting.  Whether  the  period  allowed,! 
be  abort  or  long,  it  will  be  found  desirable  to  comment 
amination  of  the  details  in  the  books  before  the  final  i 
are  ready,  and  this  can  generally  be  arranged  where ' 
dais  of  the  Company  are  desirous  of  co-operating  i 
auditor.    If,  however,  you  beg^  your  audit  before  Hk 
are  fully  made  up,  I  warn  you  to  be  careful  not  to  q 
ink  entries  against  pencil,  and  not  to  certify  the  Bala^ 
until  the  entries  are  all  complete,  the  books  closedt- 
bslances  in  agreement  with  the  trial  balance. 

With  regard  to  questions  of  principle  z  although  thi 
of  an  ordinary  commercial  concern  has  not  the  pow^ 
allowance  and  surcharge  possessed  by  some  of  th« 
auditors,  yet  it  is  his  duty  to  report  to  the  sharehold^ 
any  matter  relating  to  the  finances  of  the  company  w| 
pears  to  him  to  demand  inquirer  or  consideration.    Bi 
discretion  should  be  exercised  m  this.    It  is  an  old  ) 
that  **  any  fool  can  ask  questions,"  but  a  wise  mani 
quently  required  to  answer  them,  and  it  is  easy  enouRh; 
financial  bogies,  but  not  so  easy  to  lay  them.    Moreoi 
auditor  should  be  careful  to  what  extent  he  offers  a4 
matters  of  administration,  except  on  questions  relating  l 
cally  to  the  accounts  and  to  office  arrangements.    The  di 
and  managers  are  answerable  to  the  shareholders  for  prq 
loss,  and  it  ia  well  that  they  are,  for,  looking  at  the  ya4 
commercisl  enterprises  with  which  auditors  have  to  deal 
one,  should  in  mest  instances  shrink  from  the  responsibi 
determining  whether  the  company's  produce  had  or  hi 
been  manufactured  and  sold  to  the  best  advantage,  and 
the  expenditure,  whether  it  had  or  had  not  been  ecoiA 
and  judicious.  * 

In  considering  the  yarieties  of  account  which  will  be' 
time  to  time  be  submitted  for  our  examination,  I  think  w^ 
again  find  it  convenient  to  adopt  a  system  of  elassifia 
First,  then,  to  deal  with  commercial  accounts.    They  at 
to  me  to  divide  themselves  into  six  great  classes  :— 

1.  Manufacturing  and  Trading  Companies.  ^ 

2.  Mining  Companies.  \ 

3.  Banking,  Financial  and  Inyestment  Companies. 

4.  Insurance  and  Guarantee  Companies. 

5.  Gas  and  Water  Companies.  \ 

6.  Railwa]r«  Canal,  Telegraph  and  Tramway  Compad 

Shipping  and  other  Transport  Companies.  ■ 

The  accounts,  other  than  commercial,  which  we  may^ 
called  upon  to  inyestigate  include  five  classes  :— 

(a)  Municipal  Corporations  and  Locid  Authorities. 
(6)  Estates  of  deceased  persons  and  of  Trusts  of  yarid 

kinds, 
(c)  HospiUls.  Dispensaries  an*)  Charitable  Institutioi 
generally,  and  Religious  and  Philanthropical  AssocI 
tions. 

iti)  Friendly  end  Benefit  Societies. 
e)  Clubs  and  other  organisations  for  the  promotion  o 
social  and  intellectual  intercourse  or  recreation. 

Tlicre  are  many  questions  upon  these  last  five  classes  u 
which  I  might  direct  your  attention,  but  there  will  not  be  time 
for  me  to  do  so,  and  my  remarks  upon  some  of  the  commercial 
classes  must  necessarily  be  brief  and  incomplete. 

Turning  now  to  the  Commercial  Accounts,  I  have  placed 
Manufacturing  and  Trading  Companies  first,  because  the  lead- 
ing principles  which  should  govern  us  in  the  examination  of 
these  will  also— subject  to  yariations  of  condition  and  circum* 
stance— be  our  guide  in  the  other  classes. 

Now  the  chiefacoount,  as  you  all  know,  is  the  Balance-sheet. 
If  eyery  road  leads  to  Rome,  so  does  every  account  lead  directly 
or  indirectly  ioto  the  Balanc9-»heet|  and  the  Balange-sliee^ 
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•cannot  be  trae  if  the  eccoiinti  which  lead  into  it  be  false.  The 
Balance-aheet  when  published  li  generally  preceded  by  a 
Profit  and  Loss  ▲econnt.  There  must  also  be  a  Trade  or 
Working  Account*  but  this  in  Manufacturing  and  Trading 
Companies  is  not  generally  published,  lest  it  should  afford  to 
opponents  in  the  same  trade  information  upon  gross  profits, 
expenses  and  other  details  of  the  concern  which  it  would  be 
undesirable  for  competitors  to  obtain. 

These  accounts  (Balance-sheet,  Profit  and  Loss,  and  Trade) 
cannot  be  definitely  coaapiled  until  the  books  haTe  been  ftUly 
posted  for  the  period  under  examination,  and  a  Balance  Ac- 
count, or,  as  it  is  more  generally  termed,  Trial  Balance,  has 
been  struck.  Tou  will  haye  learnt  in  the  course  of  your  studies 
upon  the  subject  of  bookkeeping  that  when  the  books  haye 
l>een  accurately  kept  it  will  be  found,  on  taking  out  the  whole 
of  the  debit  and  credit  balances  on  their  respective  sides,  that 
the  total  of  the  one  agrees  exactly  with  that  of  the  other— 
hence  the  term  Trial  Balance.  On  the  other  hand  it  sometimes 
happens,  may  I  not  say  it  most  firequently  happens,  that  these 
•debits  and  credits  do  not  acree,  because  some  posting  has  been 
incorrectly  made,  some  addition  wrongly  cast,  or  some  balance 
inaccurately  extracted.  Technically,  of  course,  as  auditors,  it 
is  not  part  of  our  business  to  right  these  wrongs,  and  a  book- 
keeper who  takes  a  pride  in  his  work  will  seldom  place  his 
accounts  in  our  hands  until  he  has  traced  and  corrected  any 
-errors  that  may  have  crept  into  his  books ;  but  not  unrrequently, 
where  the  auditors  are  professional  men.  the  difference  is  left 
for  them  to  trace,  although  it  may  be  no  part  of  the  arrange- 
ment that  they  should  complete  and  balance  the  books. 

Let  us  next  see  what  we  have  to  do  as  auditors  with  the 
Trial  Balance,  and  to  what  extent  it  is  our  duty  to  test  it ;  and 
this  is  not  only  a  difficult  question  to  deal  with  in  a  lecture  but 
it  is  at  the  same  time  a  somewhat  delicate  one,  because  it  is 
one  upon  which  the  practice  of  competent  accountants  is  apt 
to  yary.  There  are  some  cases  wherein  an  audit  to  be  efficient 
should  comprehend  an  examination  of  every  entry  in  the  books, 
but  there  are  others,  more  numerous,  wherein  the  accuracy  of 
the  accounts  may  be  verified  by  tests  which  render  the  checking 
of  every  ]^tin^  unnecessary.  Speaking  generally,  the  Cash 
Book,  wmch  is  m  truth  the  root  and  foundation  of  all,  should 
be  exhaustively  examined,  both  as  to  receipts  and  payments, 
and  checked  into  the  Ledgers  and  other  books  of  account  under 
review.  The  whole  of  the  postings  of  the  nominal  and  private 
Ledgers  should  also  be  checked  and  the  nature  of  the  entries 
in  them  scrutinised.  A  memorandum  sheet  should  be  made 
of  idl  entries  appearing  to  call  for  explanation  or  justification, 
and  this  sheet  should  he  disposed  of  t^fore  the  audit  is  regarded 
as  complete.  Moreover  it  is  very  desirable  to  keep  a  memor- 
andum also  of  what  has  been  done  upon  the  audit.  When  this 
has  all  been  accomplished  the  items  of  the  trial  balance  should 
be  traced,  one  by  one.  until  exhausted,  into  the  Revenue  Ac- 
counts and  Balance  Sheet,  and  these  latter  should  then  be 
tested  as  to  form,  wording  andjiffures;  a  subject  upon  which  I 
•hall  have  more  to  say  presently. 

Before  I  do  so,  let  me  now  stop  to  say  a  few  words  upon  the 
Cash  Book.  The  examination  of  this  book  should  be  M^arehing 
and  eompUU,  Every  payment  should  be  scrutinised  and  a 
satisfactory  voucher  required  for  every  item,  except  small 
amounts  of  Petty  Cash  for  which  ni<thing  in  the  shape  of  a 
receipt  can  be  obtained  The  vouchers  should  be  arranged  by 
the  company's  bookkeeper  ui  chronological  order,  or  so  kept  in 
a  Guard  Book,  and  it  is  convenient  to  have  them  numbered  to 
correspond  with  serial  numbers  against  the  payments  in  the 
Cash  Book.  When  passed  by  the  auditor  they  should  be  ini- 
tialed or  stamped  by  him,  or  by  his  assistant,  and  the  vouched 
entries  in  the  Cash  Book  duly  ticked— a  list  of  missins  vouchers 
being  made,  and  the  mis-^ing  documents  obta  ned  before  the 
accounts  are  certified,  unless  the  accuracy  of  the  un vouched 
payments  can  be  tested  in  so  ne  other  way.  Of  course,  the 
additions  must  all  be  checked  and  the  balance  compared  with 
the  trial  balance.  Tne  Receipt  or  Dr.  aide  of  the  Cash  Bov/k  is 
not  so  easily  verified  as  the  Cr.  aide  (relating  to  paymenu), 
becaiue  whilst  you  can  make  the  cashier  give  you  proof  for 
•U  his   payments,  you   can   never  be    quite   certain   that 


he  has  not  received  something  with  which,  either  wilfully 
or  unintenUonally,  he  has  omitted  to  charge  himself.  In 
order  to  provide  as  fiir  as  possible  against  this  difficulty  a 
practice  has  grown  up  of  late  years— indeed  in  large  oonoema 
(and  in  well-manaffed  concema  of  all  aixea)  it  has  become 
general— not,  accoroung  to  the  old  fiuhion,  to  write  the  receipt 
upon  the  debtor's  account,  but  to  sive  the  acknowledgment 
from  a  counterfoiled  receipt  book,  toe  counterfoil  containing 
in  a  condensed  form  the  particulars  of  the  receipt  This 
system  is  not  only  a  positive  assistance  to  the  cashier,  but  it  ia 
also,  up  to  a  certain  point,  a  safeguard  against  fraud.  It  ia 
not  complete,  however,  in  this  latter  respect  for  two  or  three 
reasons :  For  example--If  a  cashier  is  dishonest  he  may  whea 
he  receives  money  from  persons  who  do  not  know  the  rule  under 
which  he  is  working,  or  i^m  careless  persons  who,  knowing  the 
rule,  are  heedless  aa  to  its  observance— he  may  in  auch  cases 
write  the  receipt  eiUier  on  the  account  or  on  some  other  piece 
of  paper,  and  &e  fact  that  he  has  received  the  money  to  which 
the  receipt  refers  &ils  to  be  recorded  sgainst  him.  Or,  again« 
he  may  enter  on  the  counterfoil  a  smaller  sum  than  he  baa 
received.  And  there  are  other  ingenious  ways  by  which 
counterfoils  have  beoi "  cooked."  Especially  should  theauditor 
be  wary  the  moment  that  he  finds  the  slightest  disagreement 
between  the  dates  on  the  counterfoils  and  those  in  tne  Cash 
Book.  Of  course  the  cashier  runs  risk  in  thus  tampering  with 
the  system  under  whidi  he  is  working,  but  the  risk  has  been 
frequently  braved.  Unfortunately  (for  I  think  I  may  say  ua-> 
fortimatefy)  another  modem  practice,  which  is  becoming  more 
and  more  general,  helps  to  weaken  the  value  of  the  counterfoil 
check.  I  allude  to  Uie  habit  of  many  large  firms  of  sending 
with  their  remittancea  their  own  form  of  receipt,  which  they 
insist  upon  having  returned,  aigned  and  atamped.  Altogether 
you  will  see  that  the  test  of  the  receipt  side  of  the  Cash 
Account  is  beset  with  difficulty,  and  I  tliink  accoimtants  in 
practice  will,  perhaps,  at  no  distant  date,  have  to  consider 
whether  a  plan  adopted  now  by  some  auditora  in  certain  caaea 
should  not  be  accepted  generally,  vis.,  that  the  auditor  ahould 
issue  to  every  debtor  on  the  books  a  circular  atating  the  amount 
appearing  due  from  him  at  the  date  of  the  Balance-sheet  un* 
paid  at  the  date  of  the  circular,  and  requesting  a  reply  direct 
in  the  event  of  inaccuracy :  or  what  would  be  even  more 
effectual  as  a  check  upon  the  cashier  (although  it  would  in* 
yolve  greater  labour  to  the  auditor),  a  circular  giving  the  datea 
and  amounta  of  the  paymenta  bv  debtors  credited  to  them  dur* 
ing  the  period  under  examination.  The  receipts  from  custo* 
mere  are  not,  of  course,  the  entire  receipts  of  any  trading 
concern,  but  they  form  the  great  bulk  of  the  receipts  in 
most  cases,  and  it  will  be  a  distinct  advantage  to  the  audit  to 
secure  periodically  auch  a  dieck  upon  the  receipts  as  this  plan 
obviously  afforda. 

We  now  come  to  the  form  and  wording  of  the  Balance-aheet» 
and  other  questions  relating  to  its  compilation.  Whenever  a 
siatutory  form  is  provided  it  must,  of  course,  be  followed,  and 
in  all  other  cases  it  is  important  to  see  that  the  balance-sheet 
gives  all  the  information  which  either  the  artidea  of  association 
or  custom  require,  but  for  our  present  purpose,  and  aa  we  are 
still  upon  manufacturing  and  trading  concema,  I  think  we  can* 
not  do  better  than  take  up  the  form  of  Balance-sheet  laid  down 
in  Table  A.  of  the  Companiea'  Act,  1862,  because  it  is  based 
upon  sound  principles  and  is  a  very  good  general  pattern. 

On  the  Dr.  side  we  have  CapiUl  and  liabilities,  and  on  the 
Cr.  aide  Property  and  AsseU.  With  regard  to  this  question 
you  may  have  seen  in  a  recent  number  of  TA«  Aeoountant  a 
report  of  an  interesting  paper  read  by  Mr.  Guthrie  to  the  Man- 
chester Society  of  Acooununts,  on  *'  The  want  of  uniformity 
in  the  modes  of  sUting  accounu."  With  a  great  deal  of  hia 
matter  I  agree,  but  I  cannot  join  him  in  hia  condemnation  of 
the  modem  method  of  stating  the  Balance-sheet,  via. :  The 
liabilities  on  the  left  hand,  and  the  asseU  on  the  right  hand 
side  of  the  account.  This  is  not  the  time  or  place  tor  me  to 
enter  into  a  controversy  with  another  accountant,  so  I  will  con- 
tent myself  by  saying  that  I  regard  the  mode  of  statement  in 
Table  A  to  be  the  correct  one.  ,  , ,     , ,      ^  . 

First  then,  to  deal  with  the  left  hand  or  debit  aide  of  tho 
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3alanee-8heet : — and  if  I  now  appear  to  any  of  Ton  to  be  trite 
in  my  obsermtiona,  in  addition  to  beins  neeessanly  dry,  I  must 
ask  you  to  recollect  that  this  lecture  is  mtended  for  the  younger 
members  of  your  Society,  as  well  as  for  those  who  have  gained 
some  experience.  The  heading  is  Capital  and  Liabilities. 
Capital  shortbr,  is  the  sum  of  money  adTentured  on  any  under- 
taUng ;  and  Liabilities  in  a  Balance-sheet  mean  indebtedness 
ascertained  or  contingent— the  measure  in  figures  of  the  finan- 
cial obligations  incurred  by  the  concern  to  which  the  Balance- 
sheet  relates. 

The  capital  of  the  company  should  be  stated  fully ;  first,  the 
nominal  capital  according  to  the  memorandum  of  'association, 
and  then  the  capital  subscribed — giring  the  number  of  shaies 
subscribed  for,  tne  amount  of  each  share  and  the  total.  These 
two  entries  are  by  way  of  memorandum,  and  do  not  cast  upin 
the  amount  column.  Next  comes  the  capital  called  up : — ^The 
number  of  shares  of  each  description  subscribed,  whether  ordin- 
ary or  preference,  or  whaterer  the  designation  may  be,  should 
be  stated,  with  the  amount  called  upon  each  share  and  the 
total.  This  total  forms  the  item  of  capital.  If  any  of  the  calls 
are  not  paid,  the  total  in  arrear  should  be  deducted,  and  de- 
duction should  also  be  made  of  the  total  amount  paid  upon  all 
chares  forfeited,  payments  made  in  anticipation  of  calls  being 
added.  The  form  m  table  A.  provides  for  the  publication  of 
the  names  of  the  defaulters  on  calls.  This  is  seldom,  if  ever, 
done,  but  perhaps,  in  cases  of  unsuccessful  companies,  such 
publication  would  sometimes  be  as  effectual  as  a  writ  in  re- 
coyering  the  arrears. 

We  will  suppose,  with  reference  to  the  item  of  capital,  that 
we  have  under  examination  the  first  Balance-sheet  of  the  com- 
pany, and  we  shall  therefore  have  to  ask,  in  the  first  place,  for 
the  allotment  book.  The  allotments  must  be  compared  with 
the  applications  for  shares,  and  with  the  Memorandum  of  As- 
sociation, in  order  that  we  may  be  quite  sure  that  there  is  a 
good  foundation  for  the  allotment.  The  register  of  members 
should  then  be  checked,  to  see  that  all  the  allottees  have  been 
duly  mcluded  therein,  their  holdings  oorrecUy  stated,  and  the 
deposit  and  calls  properly  entered;  and  finally,  we  must  ascer- 
tain that  these  all  agree  in  result  with  the  entries  of  deposit  and 
calls  in  the  nominal  or  private  Ledger,  and  that  the  capital 
subscribed  is  generally  in  accordance  with  the  terms  of,  and 
within  the  limits  prescribed  by,  the  memorandum  and  articles 
of  association. 

In  stating  the  Liabilities  it  is  better,  as  in  the  form  before 
us,  to  state  first  the  indebtedness  to  creditors  holding  security 
of  any  kind.  These  securities  generally  take  the  shape  of 
mortgages  on  the  property  of  the  company,  or  debenture 
bonds. 


property  as  security  for  money 

I  do  not  purpose  in  any  case  to  attempt  a  strict  legal  definition 
of  the  formal  documents  to  which  it  will  be  needful  for  me  to 
refer,  so  it  will  be  sufficient  for  me  to  say  here  that  a  legal 
mortgage  generaUy  contains  covenants  for  the  periodical  pay- 
ment of  interest,  right  of  re-entry  and  sale  in  case  of  de&ult 
either  of  pavment  or  interest  of  repayment  of  principal  at  the 
times  agreed  upon,  and  other  provisions  for  the  protection  of 
the  mortgagee.  The  nature  of  the  transaction  should  be  ac- 
curately recorded  in  the  oompan^^'s  books,  and  as  the  giving  of 
a  mortgage  by  a  company  is  a  thing  that  cannot  well  be  done 
in  a  comer,  it  will  probably  be  found  that  the  entries  relating 
to  it  are  more  or  less  complete.  In  this  description  I  have  had 
in  view  more  particularly  a  mortgage  given  as  security  for  a 
specific  advance,  but  it  not  unfrequenUy  happens  that  under 
pressure  a  mortgage  is  given  to  the  bankers  of  the  company, 
or  other  large  creditor,  to  secure  an  accrued  debt,  or  some 
portion  of  it,  or  by  way  of  general  security.  This  may  be  done 
either  by  the  execution  of  a  legal  mortgage,  such  as  that 
described,  or  by  what  is  called  an  equitable  mortgage,  •.#.  the 
deposit  of  the  deeds  with  the  creditor,  accompsnied  by  a 
memorandum  of  deposit.  Mortgages  of  this  kind  are  not 
usually  specified  distinctly  as  mortgages  in  the  balance-sheet 
although  perhaps  it  would  be  better  if  they  were. 


Mortgages  are  given  largely  by  private  individuals  as- 
well  as  companies,  more  indeed  by  the  former  than  the 
latter,  in  fact  one  sometimes  meets  with  individuals  steeped 
to  the  eyebrows  in  mortgage  obligations;  but  there  is- 
another  form  of  security  partaking  of  tne  nature  of  a  mortgage, 
which  is  peculiar  to  companies— I  mean  debenture  bonds. 
Now  the  various  forms  of  debenture,  and  the  legal  questions 
that  have  arisen  upon  them  and  are  probably  still  capable  of 
being  raised,  would  together  constitute  of  themselves  a  neat 
little  treatise.  Prudence  therefore  enjoins  upon  me  only  a  very 
general  reference  to  this  form  of  security.  The  power  of  the 
directors  to  pledge  the  property  or  credit  of  the  company^ 
either  througn  the  medium  of  mortgages  such  as  I  have  de- 
scribed or  by  the  issue  of  debentures,  is  almost  always  limited 
by  the  Articles  of  Association  ;  and  the  auditor  should  there- 
fore see  that  these  powars  have  not  been  exceeded.  Deben- 
tures are  generally  issued  at  a  fixed  rate  of  interest  for  terms 
of  years  from  three  years  upwards,  or  are  payable  upon  six 
months'  notice  after  the  expiration  of  a  stated  term.  Yery^ 
frequently  a  series  of  debentures  will  be  issued,  the  whole  be- 
ing seemed  upon  specific  property  by  a  trust  deed.  In  some 
cases  the  interest  is  paid  by  banker's  draft  or  cheque,  but  more 
commonly  what  are  called  coupons  are  issued  with  and  generally 
attached  to  the  debenture— one  for  each  half  year's  interest— 
payable  at  the  company's  bankers  on  presentation,  less  income- 
tax. 

All  mortgages  or  debentures  granted  by  the  company  must 
be  entered,  as  providt-d  by  section  43  of  die  Companies'  Actt 
1862,  in  a  book  called  the  Register  of  Mortgases,  wtliich  should 
contain  in  respect  of  each  mortgage  a  short  description  of  the 
property  mortgaged  or  charged;  the  amount  of  charge  created* 
and  the  names  of  the  mortgagees  or  persons  entitled  to  such 
charge.  It  will  be  incumbent  upon  the  auditor  therefore  to- 
see  not  only  that  the  proper  entries  are  made  in  reference  to 
these  securities  in  the  books  of  account  of  the  company,  but 
also  that  those  entries  are  in  accordance  with  the  register  of 
mortgages. 

Next  in  order  come  the  bills  payable,  t.0.  acceptances  or  pro- 
missory notes  given  to  creditors  in  settlement  of  their  accounts 
against  the  company,  payable  at  one,  two,  or  three  months,  or 
at  the  termination  of  some  other  period  specified  on  the  bill. 
The  acceptance  when  given,  as  most  of  you  know,  ie  entered  in 
the  bill  book,  charged  to  the  creditor,  and  credited  to  an  ac- 
count in  the  ledger  called  *' bills  payable."  As  the  bills  mature 
and  are  paid  by  the  bank,  the  bank  is  credited  and  bill  account 
debited,  and  it  is  the  balance  of  this  bill  account  at  the  date  of 
the  balance-sheet  which  has  to  appear  as  a  separate  item 
amongst  the  liabilities.  Now  we  are  upon  the  subject  of  bills 
it  wUlbe  well  to  refer  for  a  moment  to  bills  receivable,  t.«.  the 
acceptances  or  endorsements  of  customers  handed  over  by  them 
in  settlement  of  the  current  accounts  against  them.  Ton  will 
find  that  in  the  form  of  statements  of  affairs  submitted  in 
liquidation  or  bankruptcy  to  the  first  meeting  of  creditors, 
there  is  distinct  prorision  made  for  an  estimate  of  the  liability 
under  this  head  in  respect  of  bills  discounted.  It  is  not  usual 
to  make  any  such  entry  in  the  balance-sheet  of  a  manufac- 
turing or  trading  concern,  but  if,  on  striking  the  balance,  any 
bills  of  an  insolvent  debtor  are  found  to  be  current,  provision 
for  the  loss  antif*ipated  on  theii  dishonour,  and  lor  any  other 
doubtful  bills  treated  as  good,  should  be  made  in  the  reserve 
against  bad  debts,  which  will  have  to  be  considered  when  we 
come  to  the  credit  side  of  the  balance-sheet. 

Following  the  bills  payable  on  the  Liability  side  of  the 
Balance-sheet,  we  have  the  open  and  unsecured  indebtedness 
of  the  concern,  principally  unpaid  accounts  for  goods  supplied* 
and  services  rendered.  Interest  on  mortgages  and  debentures, 
and  unpaid  diridends — if  there  are  any — are  stated  separately  in 
table  A  ,  but  they  are  frec^uently  in  practice,  included  under 
the  head  of  **  Sundry  Crf  ditors."  If  there  is  an  overdraft  from 
the  bank,  it  should  be  disclosed  on  the  face  of  the  Balance- 
sheet,  especially  if  it  is  in  any  way  secured.  This  is  not  invari- 
ably done,  but  I  think  it  ought  to  be.  The  form  in  table  A. 
provides  also  for  the  separate  statement  of  law  expenses — I  rm 
sure,  I  don't  know  why;  all  law  expanses  should  undoubtedly 
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,y^,  M  •  distmet  item  in  the  FMfit  and  Lom  Aeoonnt*  ud 
^ttt  aeems  to  me  safficient.  Befoie  we  leaTe  the  aabject  of 
«*  Sundry  Cr^ton,"  let  me  bet  that  an  auditor  ahould  do  hia 
beat  to  aaticfy  himaelf  that  all  the  amoonta  due  to  the  ereditoia 
liare  been  aacertained  or  proTided  for.  Stepa  are  generally 
taken  by  the  management  m  well-regalated  eaublislunenta  to 
make  anre  that  erery  liability  ia  entered  in  the  booka  before 
miViwg  the  doaing  entriea,  but  if  there  ia  any  donbt  whateTer 
nbontUiis,  auch  a  ronnd  aum  aa  the  auditor  may  deem  sufficient 
according  to  the  circnmatancea  of  the  caae,  ahould  be  added  to 
the  total  of  the  creditora,  by  way  of  proTition  againat  unstated 
debta»  otherwise  your  balance-  aheet  may  not  be  entirely  rr  liable, 
sdthougk.I  hope  no  account  you  pasa  will  erer  be  lo  far  wrong 
aa  the  record  of  the  amall  maater  I  once  heard  of.  Hie  man 
liad  juat  aet  up  aa  a  sort  of  garret  worker  in  the  brasa-foundry 
trade,  employmg  three  or  four  pairs  of  handa  beaidea  his  own. 
An  old  ahopmate  meeting  him  Bhortly  after  aaked  him  how  he 
waa  getting  on.  '*Oh!  nrat-rate.  Tliia  (pulling  out  a  handful 
of  gold  and  siWer)  is  what  I  haTe  got  left  at  the  end  of  the 
£m  month.' '  Hb  friend  immediately  became  filled  with  enry, 
and  began  to  cogitate  upon  the  poasibility  of  hia  going  and 
doioff  luewise ;  but yery  soon,  and  before  he  had  arriTod  at  any 
concTuaion,  he  chanced  to  meet  the  master-mum  again,  who  aaid, 
"  Oh  !  BiU,  you  remember  me  telling  you  how  well  I  waa  doing, 
Well,  I  lioxgot  that  I  hadn't  paid  for  the  copper." 

We  now  come  to  a  Tory  useful  item,  the  Reserre  Fund.  This 
ia  a  moat  desirable  fund  in  all  cases ;  but  in  some  companies, 
auch  aa  banks,  it  ia  not  only  deairable  but  esaentia],  and  the 
larger  it  is  (within  reaaonable  limits)  the  better.  The  Reserre 
ia  a  ftmd  built  up  out  of  undiyided  profits,  supplemented 
hj  extraordinary  gaina  (if  any),  such  as  premiums  on  shares; 
and  it  is,  therefore,  not  onlpr  an  element  of  stability,  but  a 
aonrce  of  profit,  because  while  serving  as  Capital  it  is  not  it- 
adf  cntitloi  to  diTidend.  A  great  deal  of  discussion  has  from 
timA  to  time  taken  place  (more  particularly  in  relation  to 
banks)  as  to  whether  a  Reserve  Fund  should  be,  or  should  not 
be,  separately  iuTcated,  and  aome  have  gone  so  far  as  to  say 
that  a  Reaerre  Fund  not  specially  invested  is  not  reaJly  a 
Heaerve  Fund  at  all;  but  I  cannot  adopt  this  opinion.  Ke* 
garded  merely  aa  an  accumulation  which  has  been  reserved  or 
kept  back,  there  ia  no  reaaon  that  I  can  see  why  it  should  not 
be  (as  it  Tery  often  is)  invested  in  the  business  of  the  company 
to  which  it  belongs ;  but  if  the  fund  is  to  be  regarded  aa  a 
guarantee — aa  it  frequently  is,  especially  in  banka — then  doubt- 
taa  it  ia  prudent,  in  order  to  give  confidence  to  depositors,  to 
inveat  the  fund  outside  the  buaineaa ;  and  this  principle  has 
been  adopted  very  largely  by  banka  during  the  laat  20  yeara~ 
the  Joint  Stock  Bank  here,  in  our  own  town,  having  the  credit, 
I  beliere,  of  being  one  of  the  earliest  to  give  it  practicid  effect. 

The  last  line  on  the  Dr.  side  of  the  Balance-sheet  is  the 
balance  of  the  Profit  and  Loss  or  net  Revenue  Account,  if  the 
balance  ia  on  this  side ;— imfortunately,  it  sometimes  loses  its 
way  and  gets  on  to  the  other.  As,  howeyer,  this  item  involves 
the  consideration  of  the  Profit  and  Loss  Account,  and  as  that 
account  wUl  be  affected  by  entries  on  the  Credit  side  of  the 
Balance-sheet,  we  had  better  pass  it  for  a  time. 

Table  A.  provides  also  for  the  statement  of  Contingent  Lia- 
bilities as  an  addendum  foUowL'g  the  tutal  of  the  Capital  and 
liabilitiea ; — ^but  the  practice  is,  and  properly  so,  to  provide  for 
these,  either  among  sundry  creditors,  or,  when  the  circnm- 
atancea are  special,  or  the  amount  important,  by  separate  entry 
amongat  the  Liabilitiet. 

Having  now  diaposed  of  the  Dr.  side  of  the  Balance-aheet — 
Capital  and  Liabilitiea — we  proceed  naturally  to  the  Credit 
side.  Property  and  Assets.  I  am  not  sure  that  there  ia  any 
yery  clear  line  of  distinction  between  the  terma  Property  and 
Assets,  and,  probably,  if  the  heading  had  been  merel>  Aasets, 
we  should  have  had  a  sufficient  description ;  but  a  literary 
balance  ia  as  pleasant  and  agreeable  to  our  senses  aa  a  figure 
balance,  so,  aa  I  suppoae,  aa  the  compilers  had  Capital  and 
Liabilitiea  on  the  one  aide,  they  wanted  Asseta  and  something 
else  on  the  other. 

The  Table  A.  Balance-sheet  begins  on  this  side  with  "  Im- 


moveable P^opertf,"  subdividing  it  under  the  heads  of  Free- 
hold Land,  Freehold  Buildings,  and  Leaaehold  Buildings. 
Probably  moat  of  you  haye,  at  least,  a  seneral  notion  of  the 
dii&rence  between  Freehold  and  Leasehold  property.  Put 
shortly,  if  you  are  the  happy  possessor  of  a  piece  of  Areehold 
land.  It  is  yours  absolutely  and  for  ever;  you  can  dig  down  aa 
low  aa  you  Uke,  and  (subject  to  any  Borough  Buildi^  regula- 
tiona  which  may  be  for  the  time  in  force,  and  your  neighboura* 
rights  of  light  and  air)  you  may  build  up  as  high  aa  you  like» 
and  construct  a  buildins  as  beautiful  or  as  ugly  as  you  pleaae. 
Lideed,  ior  all  practical  purpoaes  our  rights,  if  we  are  free- 
holders, aie  unlimited,  both  upwards  and  downwarda. 

Leasehold  property,  on  the  other  hand,  is  that  which  is 
built  by  A.  upon  land  belonging  to  B. — B.  haying  granted  a 
lease  of  the  land  for  the  purpose  for  a  stated  term,  aubject  to 
the  payment  by  A.  of  a  giyen  annual  rent.  Leases  of  this 
kind  are  generaUy  from  60  years  to  99,  but  they  are  sometimes 
shorter,  and  there  are  leases  occaaionally  granted  for  long  terms 
such  as  999  years,  that  being,  you  vrill  see,  substantially  equal 
to  freehold  with  an  annual  charge  upon  it.  In  leaseholds, 
when  the  term  expires,  the  buildings  on  the  land  become  the 

{property  of  the  owner  of  the  land,  and  pass  away  from  the 
easeholder.  Of  course,  leasee  are  frequently  renewed,  but 
generally  at  a  higher  rental,  because  in  most  Townt,  at  any 
rate,  the  value  of  land  tends  upwarda.  There  are  other  leases 
which  we  may,  for  the  sake  of  simplicity,  denominate  pro- 
longed tenancies,  t.e.,  cases  where  a  tenant,  or  intending  tenant, 
agrees  to  occupy  at  a  fixed  rental  for  5,  7, 14  or  21  yeara. 
Theae  leases,  howeyer,  only  acquire  yalue  in  the  event  of  the 
letting  yalue  of  the  property  occupied  increasing  during  the 
term  of  the  lease,  and  they  are  not  the  kind  of  leaaehold  con- 
templated in  the  Balance-sheet. 

The  cost  of  the  property  should  be  stated,  and  for  the  lease- 
hold property  a  sinking  or  redemption  fund  should  be  estab- 
liahed  and  accumulated  at  compound  interest,  in  order  to 
provide  for  the  extinction  of  the  Asset  which  naturally  ensues 
at  the  expiration  of  the  lease,  or  else,  as  is  more  commonly 
done,  tiie  cost  is  reduced  from  time  to  time  oot  of  profits. 
Whether  the  Asset  is  good  for  the  amount  stated  in  the 
Balance-sheet  will,  of  course,  depend  upon  whether  the  Re- 
demption Fund  or  the  periodical  deductions  are  sufficient.  If 
builaing  would  last  for  ever,  and  plant  never  wear  out,  it  is 
obvious  that  no  each  provision  aa  this  would  be  needful  in  re- 
lation to  freeholds;  but  here  again  it  ia  necessary  to  allow  in 
one  form  or  another  for  deterioration,  and  a  yery  good  plan, 
when  it  can  be  carried  out,  ia  to  establish  by  meana  of  a  yearly 
per  centage  a  fund  to  which  the  cost  of  renewala  may  be 
charged,  and  against  which  the  yalue  of  obsolete  or  worn  out 
and  unrenewed  property  may  be  debited.  A  more  general 
practice  is  to  write  off  out  of  profit  lump  sums  from  time  to 
time,  but  in  my  judgment  the  plan  I  have  indicated  is  decid- 
edly the  preferable  one. 

The  next  items  are  Stock-in-Trade  and  Plant,  but  I  will  take 
Plant  first.  This  in  the  Balance-sheet  senerally  means  the 
Moyeable  Plant,  Machinery  and  Tools.  It  not  unfrequently, 
however,  includes  some  of  the  plant  which  is,  legally  speaking, 
attached  to  the  property  or  goes  irith  it.  Please  do  not  ask 
me  to  give  you  any  definitions  on  this  subject,  because,  as  to 
what  is  or  is  not  *' attached  to  the  soil"  ther^  is  a  fresh  legal 
decision,  I  believe,  on  an  average  about  eyery  six  months. 

With  regsrd  to  depreciation  on  plant,  it  may  be  achieyed 
either  by  means  of  a  fund  such  aa  I  have  skeUmed  just  now, 
or  by  a  periodical  deduction  from  the  original  coat  aumcient  to 
extinguiah  the  amount  by  the  time  the  machine,  or  whateyer  it 
may  be,  ia  worn  out  and  uaeless.  In  this  latter  case  the  renew- 
als may  be  charged  to  plant  accounc,  but  care  must  be  taken 
to  increaae  the  annual  deduction  pro  rata  with  the  extenaion 
of  the  field  of  plant.  Perhaps  the  best  way  of  all  ia  to  re- 
yalue  the  plant,  when  it  can  be  done  fairly  and  equitably^ 
every  year,  in  the  same  way  as  the  stock  is  yalued. 

The  stoc^  is  an  item  which  always  requires  careful  watching 
and  inyeatigation  by  the  auditor  I  am  afraid  that  it  is  not  an 
uncommon  thing  for  a  manager  (when  he  suspects  that  the  re- 
sult of  the  tiadmg  will  not  be  satiafactory)  to  get  what  I  may 
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call  aA  enhancing  bias  in  his  mind.  Obsolete  pattemi  and 
tarnished  goods  are  apt  tinder  such  circumstances  to  appear  to 
him  like  new  and  modem,  and  are  valued  accordingly;  but  I 
would  not  by  any  means  say  that  this  is  a  rule :  I  am  glad  to 
admit  that,  as  far  as  my  experience  goes,  there  is  a  great  deal 
more  integrity  shown  in  thu  matter  than  some  people  think ; 
but  an  auditor  should  not  lose  sight  of  the  possibilities  in  this 
direction,  and  do  his  best  to  guard  against  the  undue  inflation 
of  prices.  It  is  well  to  compare  the  quantities  and  prices  of 
the  materials  in  the.  present  lists  with  the  quantities  and  prices 
of  similar  materials  in  the  previous  stocktaking,  and  seek  ez- 

Elanation  where  needful,  also  (however  carefully  the  stock  may 
ave  been  extended  and  cast  and  checked  by  the  company's 
clerks)  for  the  auditor  to  do  some  checking  on  his  own  account. 
The  auditor  should,  after  doing  all  this,  require  the  manager  or 
respontible  officer  to  sign  the  stock-book  as  a  guarantee  of  its 
accuracy. 

In  dealing  with  the  item  of  book  debts  we  must  be  careful  to 
tee  that  the  bad  debts  are  written  off,  and  that  ample  provision 
is  made  by  way  of  a  Debt  Reserve  Fund  for  doubtful  debts  and 
for  the  contingency  of  bad  debts  accruing  upon  those  considered 
good.  The  auditor  should  not  be  satisfied  simply  with  the 
opinion  of  the  management  on  this  point— he  should,  for  him- 
self, examine  into  the  age  and  condition  of  the  several  debts, 
and  form  his  o  wn  conclusions.  Discounts  and  allowances  upon 
debts  owing  must  also  be  provided  for ;  this  provision  is  best 
made  by  means  of  a  percentage,  based  upon  past  experience 
in  the  same  or  similar  trades. 

Preliminary  Expenses — ^the  expenses  connected  with  the 
formation  of  the  company — form  another  item  appearing  in 
the  earlier  balance-sheets.  This  item  should  be  written  off 
gradually  out  of  profits,  and  the  sooner  the  better. 

The  bank  balance  (if  there  is  a  credit  balance)  and  the  cash 
balance  complete  the  ordinary  items  on  this  side,  and  at  the 
same  time  complete  our  review  of  the  Balance-sheet  of  a  Man- 
ufacturing and  Trading  concern. 

We  will  now  take  a  hasty  glance  at  the  Trade  and  Profit  and 
Loss  Accounts,  and  a  hasty  glance  will  be  sufficient,  because 
most  of  the  important  questions  arising  upon  them  have  been 
considered  in  our  examination  of  the  balance-sheet.  The  items 
composing  these  accounts  come,  of  course,  like  those  in  the 
Balance-sheet,  from  the  Trial  Balance,  and  have  merely  to  be 
arranged  in  due  order.  When  there  are  several  businesses 
carri^  on  by  one  company,  or  when  its  one  business  can  be 
divided  into  distinct  departments  so  as  to  show  the  relative 
success  of  each,  separate  trading  accounts  are  prepared,  and 
the  joint  or  separate  result  of  the  several  tradings  brought  to 
the  credit  of  the  Profit  and  Loss  or  Net  Revenue  Account,  and 
against  this  a  e  debited  Bank  Charges,  Interest  on  Mortgages 
and  Debentures,  General  Establiah.nent  Charges,  Directors' 
Fees,  &c.  Generally  speaking,  too,  as  I  statMl  early  in  my 
lecture,  where  there  is  but  one  Trading  Account  it  is  not  dis- 
closed, and  the  Profit  and  Loss  Account  simply  contains  on 
the  credit  side  nothing  but  gross  profit  on  working  and  trans- 
fer fees.  Occasionally,  but  not  often,  the  entire  Trading 
Account  is  disclosed.  I  might,  if  there  were  time,  stay  here  to 
consider  the  form  of  the  Profit  and  Loss  Account  and  Uie  order 
in  which  the  debits  and  credits  should  be  set  down,  but  this, 
though  incidental  to,  is  not  an  essential  part  of  our  subject. 

We  have  now  finished  the  audit  of  the  first  class  of  com. 
mercial  accounts,  viz.: — Manufacturing  andTrading  Companies, 
and  exhausted,  to  a  very  large  extrut,  what  I  should  have  to 
say  on  either  of  the  others  if  it  were  taken  by  itself.  I  shall, 
therefore,  merely  have,  in  running  through  the  remaining 
classes,  to  direct  your  attention  to  such  special  features  in 
each  of  those  I  am  able  to  deal  with  as  it  may  be  necessary 
for  us  to  consider. 

The  second  class  of  commercial  accounts  comprises  Mining 
companies.  Just  in  this  immediate  district  we  are  ohiefiy 
interested  in  Coal  Mining  Companies,  which  have  of  late  years 
proved  a  very  dismal  kind  of  investment;  but  some  of  our 
clients  will  now  and  then  put  their  savings  down  some  big 
hole  in  the  chase  after  other  minerals,  more  valuable  when  ob- 
tained, but  often  enough  not  found  in  quantities  sufficient  to 


warrant  the  outlay.  Dealing  with  coal  minea  as  the  prinoipal 
example  of  this  class,  questions  of  Capital  and  Revenue  have  to 
be  very  carefully  watched,  partieularly  as  to  the  underground 
workings,  and  it  is  always  desirable  to  get  the  Capital  Account 
closed  as  soon  as  possible,  to  avoid  improper  charges  against 
it  -  especially  in  bad  times.  These  questions  are  too  technioal 
in  their  ohmcter  to  be  discussed  now,  but  I  shall  always  be 
happy,  privat^y,  to  throw  auch  light  as  I  may  have  at  com- 
mand upon  doubtM  points  of  this  or  any  other  kind,  for  the 
assistance  of  students  who  may  care  to  oome  and  ask  me. 
RoyaUy  is  a  term  we  shall  meet  with  direotlv  we  have  to  da 
with  mining.  It  means  the  remuneration  paid  to  the  lessor  b j 
the  lessee  for  the  privilege  of  seeking  for  and  taking  away  the 
minerals  under  the  lessor's  property.  It  is  sometimes  rated 
upon  the  ton  of  coal,  ironstone,  clay,  or  other  minerals  raised 
and  sold,  and  at  others  upon  the  acreage  worked;  but  the 
acreage  price  is  always  based  upon  the  tonnage  of  mineral 
which  it  is  estimated  underlies  the  surface  leased.  As  a  rule  a 
minimum  rent  is  provided  for,  which  has  to  be  paid  to  the 
lessor  during  the  term  of  the  lease,  whether  minerals  are,  or  are 
not,  gotten.  During  the  sinking  and  first  working  of  a  mine» 
the  minimum  will  naturallv  exceed  the  royalty  on  the  min- 
erals raisfd,  but  to  cure  this  difficulty  there  is  a  recouping 
clause,  which,  when  the  royalty  account  for  any  quarter  exceeds 
the  minimum  rent  for  the  same  quarter,  empowers  the  lessee, 
instead  of  payins  the  excess,  to  apply  it  in  reduction  of  the 
amount  by  which  the  total  minimum  rent  paid  in  previous 
quarters  may  have  exceeded  the  total  royalty  earned,  and  so 
on  until  the  excess  is  extinguished.  This  arrangement  intro- 
duces into  the  earlier  Bidance-sheets  of  Mining  Coir  panics  a& 
item  which  does  not  appear  in  those  of  the  other  classes,  vis. : 
**  Minimums  paid  in  excess  of  royalties  earned,"  an  item  which 
sometimes  remains  for  years,  because  it  not  unfrequently 
happens,  especially  where  there  are  more  leases  than  one,  that 
the  coal  under  one  particular  part  of  the  surface  remains  un- 
touched for  a  consiaerable  period,  although  the  minimum  has 
been,  of  course,  regularly  paid  in  respect  of  it.  The  chief 
point  to  remember  in  this  place  is  that  it  occasionally  happens 
that  a  portion  of  the  coal  paid  upon  not  only  has  not  been 
worked,  but  for  various  reasons  never  will  be;  in  that  case  the 
minimum  rent  paid  upon  that  portion  ef  the  undertaking 
should  be  written  off  as  soon  as  poasible — simply  because  it  is 
an  asset  which  can  never  be  recovered. 

There  is  another  form  of  royalty  paid,  more  particularly  hf 
Manufacturing  Companies,  viz.  rovalty  for  the  use  of  patents. 
This  class  of  royalty  seldom  includes  provision  for  a  miwimmti 
rent,  and  need  not  oe  further  referred  to  here. 

Before  leaving  the  Mining  Companies,  I  ought  to  mention 
the  question  of  wagons.  These  are  very  commonly  acquired 
on  purchase  lease  for  terms  of  5  or  7  years,  the  conditions 
being  a  fixed  rental  of  so  much  per  annum,  the  wagons  becom* 
ing  the  property  of  the  lessee  for  a  nominal  consideration  at 
the  expiration  of  the  lease.  As  the  quarterly  payment  vmder 
a  purchase  lease  covers  both  interest  and  principal,  it  is  only 
partially  chargeable  to  revenue ;  a  simple  plan  of  settUns  the 
proportion  so  chargeable  is  to  estimate  the  capital  value  mich 
the  wagons  will  have  left  in  them  at  the  end  of  the  lease— -di- 
vide this  into  quarterly,  half-yearly,  or  yearly  sums,  and  charge 
these  sums  periodically  to  Capital.  Thus  you  will  have 
charged  to  Capital  by  the  end  of  the  lease  just  as  much  as  it 
is  presumed  that  the  wa^ns  will  then  be  worth.  I  once  met 
with  a  set  of  accounts  m  which  the  whole  of  the  quarterly 
rentals  had  been  charged  to  the  Capital,  but  I  need  not  tell 
you  that  that  treatment  of  the  payment  was  wrong. 

Banking,  Financial,  and  Investment  Compemies  form  the  third 
clasa  in  our  list,  which  is  a  very  important  one.  I  shall  not 
have  time  this  evening  to  do  more  than  direct  your  attention 
to  a  few  of  the  principal  points  calling  for  notice  in  relation  to 
the  first  of  these,  vis.  Bank  Audits ;  but  our  consideration  of 
these  points  will  probably  have  some  bearing  upon  the  ac- 
counts of  the  other  companies  included  in  this  class. 

Section  44  of  the  Companies'  Act,  1862,  provides  that  every 
limited  banking  company,  and  every  insurance  company,  and 
deposit,  provident  or  benefit  society  under  the  Act  shall,  before 
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it  oommeocea  boBlnesSy  and  on  the  first  Hondaj  in  February 
ind  August  of  OTerj  year,  put  up  in  the  registered  office  of  the 
company  and  in  every  branch  office,  in  a  eonspicnons  place,  a 
■totement  in  the  form  marked  D.  to  the  first  schedule  to  the 
Aet,  or  as  nesr  thereto  as  circumstances  will  admit.  Many  of 
yoa  will  have  noticed  on  the  walla  of  the  local  banks  these 
ftttatory  statements,  which  reproduce  in  a  summarised  form 
the  Bslance*sheet  iwued  to  the  shsreholders. 

Any  detailed  reference  to  the  questions  that  have  to  be  eon- 
ndered  by  auditors  of  banks  would  necessitate  for  their  due 
ipprehension  by  you  a  preliminary  description,  at  least  in 
general  terms,  of  the  books  and  accounts  usually  kept  in  a 
well-manaffed  bank.  This,  for  sereral  reasons,  it  would  be 
lomewhat  difficult  to  giye  through  the  medium  of  a  lecture, 
and  certainly  it  would  be  impossible  for  me  to  attempt  it  now, 
•0  (although  the  subject  is  an  interesting  one)  we  must  be  con- 
tent to  confine  ourselyes  to  the  consideration  of  some  of  the 
more  prominent  questions  arising  ss  it  were  on  the  face  of  the 
Balance-sheet. 

It  will  be  tolerably  eTident,  eren  to  the  meanest  capacity  (but 
of  course  there  are  no  mean  capacities  here),  that  in  a  bank 
of  any  kind  Uie  cash  is  a  Terr  important— indeed  the  most  im- 
portant—item. It  is  incumbent,  therefore,  upon  the  auditor 
to  attend  at  the  bank  at  leaat  once  in  the  year,  and  the  rule  is 
for  him  to  do  so  on  the  last  day  in  each  half-year,  to  count  the 
actual  cash,  notes,  cheques,  ftc,  forming  the  cash  balance  of 
the  day,  and  to  go  through  the  bills  in  hand  (which  are 
•cbeduled  that  day  for  the  purpose ),  to  satisfy  himself  that  the 
biHa  of  exchimge  actually  in  hand  agree  in  total  with  the 
balance  of  the  b&l  account  in  the  General  Ledger.  During  the 
audit  the  whole  of  the  balances  of  the  General  Ledger  should 
be  very  ezhaustiTely  tested.  The  accounts  with  the  Bank  of 
England,  London  Agents,  and  other  similar  accounts,  should 
be  compared  and  agreed  with  the  original  statements  rendered 
by  the  other  parties  to  them.  The  accounts  in  the  General 
Ledger  which  show  the  aggregate  balance  either  due  br  or  to 
thetMuok  on  cnrrent  accounts,  and  by  the  bank  on  deposit 
accounts,  should  be  compared  with  the  detailed  Usts  of  bal- 
ances ss  extracted  from  tne  Current  and  Deposit  Ledgers,  and 
the  indiTidual  balances  should  be  from  time  to  time,  a«  oppor- 
tunity ofEen,  tested  by  comparison  slso  with  the  passbooks  of 
the  customers. 

The  oTerdrawn  bslances  due  from  customers  should  be  care- 
fully scrutinised — ^more  psrticularly  those  which  are  not  secur- 
ed, or,  being  secured,  hsTe  exceeded  the  limits  fixed  by  the  Board 
of  Directors ;  and  I  need  not  add  here  that  one  important  part 
of  the  auditor's  duty  after  making;  this  examination  is  to  see 
that  in  his  judgment  ample  proTision  has  been  made  for  the 
loases  likelT  to  arise  upon  them. 

The  whole  of  the  securities,  whether  absolutelr  the  property 
of  the  bank  or  held  as  security  for  oTerdrafts  by  customers, 
must  be  examined^not  onlir  to  see  that  they  stul  remain  in 
the  lumds  of  the  bsnk,  but  tnat  they  are  in  order;  and  in  this 
the  auditor  is  frequently — perhsps  generally — aided  by  the 
adrice  and  assistance  of  the  solicitor  to  the  bank. 

In  this  brief  reriew  I  hsTe  but  roughly  sketched  what  the 
auditor  has  to  do  on  the  preparation  of  the  Balance-sheet,  and 
before  he  can  certify  upon  it ;  a  bank  audit,  howcTer,  to  be 
effectuid,  ahould  be  more  or  less  continuous,  and  the  periodical 
examinations  of  details  durioc  the  year  systematic  steps  towards 
the  grand  roll- call  at  the  end  of  it. 

In  1879,  after  the  lamentable  possibilities  iuToWed  in  the 
liabQities  of  shareholders  in  unlimited  banks  had  been  made 
BunifiBst  in  the  circumstances  attending  the  failure  of  the  City 
of  Glasgow  and  other  Banks,  an  Act  was  passed  to  facilitate 
the  registration  of  unlimited  banks  as  limited,  on  conditions 
laid  down  in  the  Act,  and  then,  for  the  first  time,  the  audit  of 
banking  companies'  accounts  wss  made  compulsory.  I  refer 
you  to  the  proTisions  of  this  enactment,  42  and  43  Vict.  c.  76. 

[The  lecturer  here  read  section  7  of  the  Act,  relating  to 
audit] 

You  will  obserre  that*  among  other  things,  it  is  distinctlT 
prorided  in  this  section  that  the  auditor  shall  be  furnished  with 
a  list  of  all  the  V^kg  kept  by  th^  company,  and  I  may  say 


here  that  it  is  not  at  all  a  bad  plan  to  ask  for  this  in  other  cases 
besides  banks. 

The  fourth  ekuM  includes  insurance  and  guarantee  com- 
panies, the  most  important  of  these  being  Life  Insurance  Com- 
panies. All  Life  Insurance  Companies  ave  now  bound  by  the 
provisions  of  33  and  34  Vic.  cai>.  61,  passed  after  some  hesTT 
insurance  company  failures  (which  led  to  great  injustice  and 
hardship)  in  order  to  proTide  greater  security  to  persons 
desirous  of  making  provision  by  insurance  for  their  familes 
after  their  death.  Among  other  useful  enactments,  it  pre- 
scribes a  form  of  accounts  to  be  prepared  at  the  expiration  of 
erery  financial  year  of  the  company  to  which  it  relates,  and 
to  be  deposited  at  the  offices  of  the  Board  of  Trade. 

I  refer  you  to  the  forms  scheduled  to  the  Aet. 

[The  lecturer  read  and  briefly  explained  Uie  forms  of  ac« 
count  alluded  to.] 

From  these  you  will  see  that,  in  order  to  show  distinctly  the 
financial  conmtion  of  every  company  doing  other  busmess 
besides  the  insurance  of  human  lives,  or  the  grsntin^  of  annui- 
ties, provision  is  made  in  the  accounts  for  separating  ^e  life 
insurance  business  from  that  of  the  other  business  of  the  com- 

Kny,  whether  fire,  marine,  or  otherwise,  the  life  department 
ing  always  stated  by  itself.  These  provisions  are  Tery  valu- 
able ;  but  the  most  useful  part  of  the  Act,  after  all,  is  that  in 
which  it  provides  for  the  periodical  yaluation  and  return  set 
forth  in  tne  fifth  end  sixth  schedules  to  the  Acts.  Naturally 
yeu  will  not  expect  to  hear,  nor  will  you  hear,  one  word  from 
me  in  depreciation  of  the  work  of  the  auditor  with  regard  to 
insurance,  any  more  than  in  reference  to  other  companies,  but 
in  the  case  of  a  company  granting  insurances  and  annuities  on 
human  lives  the  audito^a  certificate  is  not  all  that  is  required. 
The  stability  of  the  company  cannot  be  fully  tested  without  an 
actuarial  vuuation.  The  statement  of  assets  and  current 
liabilities  may  be  quite  correct,  the  funds  of  thi  company  may 
appear  to  an  unpractised  observer  ample  for  all  contingencies, 
and  yet  the  company  may  be  practically  insolvent.  Now  let  us 
see  why  this  is  so. — ^The  contingent  liability  of  a  life  insurance 
company  continues  until  the  last  survivor  of  its  policy-holders 
dies  or  surrenders  his  policy,  snd  the  premiums  cnarged  for  life 
insurance  are  based  upon  the  average  expectation  of  human  life 
deduced  from  the  tables  of  mortality,  so  that  a  man  who  first 
insures  at  the  age  of  26,  having  an  average  expectation  of  life 
much  greater  th  ^n  one  of  35,  is  not  required  to  pay  so  high  an 
annual  premium  as  the  older  man,  and  so  on  sccording  to  age. 
Now,  in  order  to  ascertain  whether  the  funds  of  a  life  company 
are  sufficient  to  cover  its  net  contingent  liabQity  on  policies  in 
force,  it  is  necesssry  to  calculate  the  present  value  of  the  liability 
to  pay  at  death  the  sums  assured  to  the  policy-holders,  having 
regard  to  their  respective  ages,  and  deduct  Irom  it  the  present 
value  of  the  premiums  which  the  assured  have  agreed  to  pay — 
the  balance  will  be  the  contingent  liability  on  policies  in  force. 
If  this  liability  be  less  than  the  amount  of  the  company's 
funds,  there  is.  of  course,  a  surplus  snd  the  assured  are  safe— 
if  it  is  greater  there  is  a  deficiency,  and  the  policy-holders  are 
not  safe. 

The  contingent  liability  of  a  Fire  or  Marine  Insurance  Com- 
pany is  much  more  easily  measured,  both  as  to  its  nature  and 
duration ;  the  latter  rarely  extending  more  than  a  few  months 
beyond  the  end  of  its  financial  year. 

Gas  and  Water  Compeniet  come  next»  being  the  fifth  class 
on  our  list.  As  Mr.  Ixcpey  gsve  you  the  outline  of  a  water 
undertaking's  accounts  a  fortnight  ago  in  greater  detail  than  I 
could  for  want  of  time  attempt,  it  will  not  be  necessary  for 
me  to  refer  to  water  accounts  at  all;  I  will  therefore  oonftne 
myself  to  gas. 

Up  to  the  year  1871  there  were  no  statutory  provisions  of 
any  service  relating  to  the  accounta  of  gas  undertakings.  The 
Gasworks  Clauses  Amendment  Act  of  that  year,  however,  laid 
down  a  very  complete  set  of  accounts,  to  be  filed  with  the 
local  authority  within  whose  limits  the  undertaking  is  carried 
on,  on  or  before  the  31st  March  in  every  year,  in  respect  of 
the  transactions  of  the  twelve  months  ended  on  the  preceding 
31st  December.  I  invite  your  attention  to  these  sccounu. 
They  are  worth  study  if  you  haye  no  |;as  aoooonte  to  audit. 
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They  are  very  BTmaietrioal,  biuineis-like,  and  complete.  [The 
lecturer  here  read  and  explained  the  form  of  accounts  re- 
ferred to.] 

I  may  nj  that  until  the  early  part  of  last  year,  it  was  sup- 
posed that  the  1871  Act  only  applied  to  Companies  established 
subsequent  thereto,  and  to  older  Companies  applying  for  fur- 
ther powers  after  it  came  into  operation ;  but  the  judgment  in 
the  case  of  Warminfftony.  the  Dudley  Gat  Company  decided  that 
this  Act  applies  to  all  Companies  incorporating  the  Gasworks 
Clauses  Act  of  1847|  whether  established  before  1871  or  after- 
wards. 

Here,  as  in  Mining  Companies  to  which  I  alluded  just  now, 
the  question  of  what  is  Capital  and  what  is  Reyenue  requires 
careful  consideration,  with  this  difference,  that  in  a  Mining 
Company  there  is  generally  a  time  when  you  can  close  your 
Capital  Account.  In  a  Gas  Company  that  day  neyer  comes. 
£yen  in  Puddleton-cum-slush,  where  the  population  decreases 
regularly  eyery  census,  you  would  probably  find  that  the  gas 
consumption,  and  therefore  the    Capital  exnenditure,  had 

E"  lally  increased  in  a  sleepy  sort  of  way.  Ketorts  require 
L6Bt  renewal,  the  renewids  being  charged  to  Reyenue,  but 
e  line  of  sets,  or  beds  of  retorts,  as  they  are  called,  is  ex- 
tended, that  goes  against  Capital ;  so  with  other  extensions  of 
plant.  Probably,  the  mode  of  dealing  with  the  expenditure 
upon  main  pipes  will  be  a  good  example  of  the  principles  we 
haye  to  bear  in  mind  in  settling  these  questions.  When  the 
eonsumption  in  any  district  increases  beyond  the  capacity  of 
the  existing  mains  to  supply  it,  the  engineer  has  to  reyise  his 
system  of  mstribution  in  Uiat  district,  and  rearrange  his  pipes. 
Where  a  4  in.  main  formerly  seryed  a  6  in.  is  required,  and  a 
0  in.  ii,  in  its  turn,  replacea  by  an  8  in  ,  and  so  on.  Suppose 
now  we  take  up  100  yards  of  6  in.  pipe,  and  lay  down  the  same 
quantity  of  8  in.,  the  excess  yalue  of  the  latter  oyer  the  former 
is  chargeable  to  Capital,  but  then  in  all  probability  the  6  in. 

Sipe  is  laid  down  somewhere  else,  and  in  that  event,  you  will 
e  entitled  to  charge  the  whole  of  the  100  yards  of  8  in.  to 
Capital  taking  care  that  Reyenue  bears  the  expense  of  taking 
up  and  relaying  the  6  in.  This  is  on  the  assumption  that  the 
old  pipe  is  sound.  The  Capital  yalue  as  they  lay  m  the  ground 
of  aU  pipes  taken  up  in  a  corroded  condition  and  of  all  break- 
ages mustf  of  course,  be  charged  to  Revenue,  less  the  yalue  of 
the  old  material  realised.  That  is  all  I  need  say  upon  the  ex- 
penditure side  of  the  accounts  beyond  this,  that  it  is  well,  after 
inyestigation  for  yourself,  to  make  the  manager  responsible  by 
his  signature,  in  a  Capital  Outlay  Book,  or  in  some  other  way, 
for  all  charges  to  Capital,  and  all  such  charges  of  any  import- 
ance should  have  alio  the  minuted  sanction  of  the  directors. 

A  word  or  two  with  regard  to  Income : — If  the  accounts  are 
properly  kept  it  is  very  eas^  to  see  that  all  the  gas  registered 
Dy  the  consumers'  meters  is  charged  to  them.  The  meter 
state  books,  i.e,  the  books  in  which  you  see  the  meter  in- 
spectors enter  Uie  state  of  your  meter,  is  arranged  in  order  of 
streets,  and  contains  three  figure  columns.  1.  Last  state  ef 
the  meter.  2.  Present  state  of  meter.  3.  Consumption :  the 
latter  is  obtained,  of  course,  by  deducting  in  each  case  the 
figures  in  column  1  from  those  in  column  2.  The  totals  of  the 
three  columns  can  be  cast  for  each  street,  summarised  for  the 
whole  of  the  district  of  supply,  and  agreed.  The  rent  rolls  are 
made  up  from  the  meter  books,  also  in  street  order,  and  should 
correspond.  Formerly,  it  was  usual  to  keep  a  Ledger  Account 
with  every  consumer,  but  the  modem  system  is  to  make  the 
rent  roll  ao  the  duty  of  the  Ledger  as  well  as  its  own.  On  the 
one  side  we  have  in  separate  columns  meter  states,  consump- 
tion, rate  and  amount,  arrears  from  previous  quarters,  fittings, 
and  toUl.  That  shows  what  the  consumer  has  to  pa  jr.  On 
the  other  side  we  have  date  of  payment  and  cash  paid,  dis- 
counts and  allowances,  bad  debts,  arrears  carried  forward,  all 
in  parallel  columns.  These  cross  cast  will  naturally,  if  correct, 
agree  with  the  first  total.  There  are  some  who  will  stick  to 
the  Ledger,  but  the  plan  I  have  sketched  is  the  modem  one, 
and  I  thmk  the  best 

Ledger  accounts  are  still  generally  necessary  for  customers 
irho  buy  coke,  tar,  ammoniacal  liquor  and  other  residuals  on 
9re^t,  and  a  sort  of  one-sided  ledger  account  is  kept  with  each 


consumer  who  has  fitting  work  done  for  him,  in  order  to  arrive 
at  the  total  to  be  entered  against  his  name  every  quarter  in  the 
fittings  columns  of  the  rent  roll.  For  further  information  as  to 
the  accounts,  and  as  to  the  law  affecting  gas  and  water  supply, 
I  would  recommend  you  to  study  "Michael  and  Shiress  Will 
on  Gas  and  Water" — a  book  which  should  be  in  your  library. 

Time  would  fail  me  (even  if  I  were  able)  to  treat  as  it  de- 
serves of  the  tizth  elau  of  Commercial  Aeeounte,  which  is  an 
important  one,  including,  as  it  does,  railway,  canal,  shipping, 
ana  other  transport  companies,  and  telegraph  and  tramway 
companies. 

All  railway  companies  are  compelled  to  render  their  accounts 
in  the  form  provided  in  the  first  schedule  to  31  &  32  Vic.  cap. 
119,  entitled  "The  Regulation  of  Railways  Act,  1868."  This 
form  is  most  complete  and  exhaustive,  and  I  should  like  briefly 
to  call  your  attention  to  it. 

[The  lecturer  here  read  the  heads  of  accounts,  and  referred 
shortly  to  some  of  the  leading  features.] 

I  would  also  invite  your  attention  to  section  30  of  the  Rail- 
way Companies  Act,  1867,  which  contains  a  most  important 
enactment  as  to  the  audit  of  railway  accounts,  and  affords  food 
for  reflection  in  relation  to  some  others. 

And  now,  gentlemen,  I  have  done.  I  am  conscious  of  many 
shortcomings,  even  in  relation  to  the  questions  I  have  attempted 
to  deal  with,  while,  as  you  know,  1  have  barely  touched  the 
fringe  of  one  large  class— the  sixth— and  have  not  said  any- 
thing at  all  about  the  audit  of  uncommercial  accounts. 

Either  of  these  might  well  form  the  subject  of  a  paper  to 
any  one  familiar  with  them. 

You  will,  I  am  sure,  agree  with  me  when  I  say  that  each  of 
the  lectures  you  have  already  listened  to  in  this  your  first  ses- 
sion opens  up  a  large  field  of  inquiry — in  fact,  it  is  true  of  our 
work,  as  of  the  acquisition  of  all  useful  knowledge,  that  the 
more  we  learn,  the  more  we  find  we  have  to  leara  ;  and  tho 
leaders  of  our  profession — at  any  rate,  those  who  are  modi  at 
enough  to  admit  it — would  tell  you,  if  you  asked  them,  that 
they  are  still  students.  What  you  have  to  do  then — what  I 
have  to  do — what  we  all  have  to  do  is,  to  let  slip  no  opportunity 
of  gaining  information  which  may  tend  to  make  us  proficient,  and 
then  to  apply  the  abilities  with  which  we  may  have  been  severally 
endowed,  and  the  knowledge  we  have  been  able  to  acquire,  to 
the  faithful  and  earnest  practice  of  our  profession — a  profe  sion 
which  will  become  more  and  more  honourable  as  we  become 
more  and  more  worthy  to  be  members  of  it. 

After  the  lecture,  questions  were  asked  by  Messrs.  Ellerman, 
Charlton,  Woodward  and  Attlce,  and  answered  by  the  lecturer. 

A  vote  of  thanks  to  Mr.  Joseph  Slocombe  was  moved  by 
Mr.  J.  R.  Ellerman,  seconded  by  Mr.  H.  F.  Woodward,  and 
enthusiastically  carried. 

The  meeting  terminated  with  a  vote  of  thanks  to  the  chair- 
man, moved  by  Mr.  W.  Charlton  and  seconded  by  Mr.  J.  A. 
Cudworth. 


LIVERPOOL  CHARTERED    ACCOUNTANTS* 
STUDENTS'   ASSOCIATION. 


The  Inaugural  Meeting  of  the  Liverpool  Chartered  Account- 
ants' Students'  Association  was  held  at  the  Law  Association 
Rooms,  Cook-street,  on  Wednesday,  the  28th  February.  1883, 
at  half- past  seven  o'clock,  A.  W.  Chalmers,  Esq.,  F.C.A. 
(the  president),  occupying  the  chair.  There  was  a  numerous 
attendance,  amongst  those  present  being  Messrs.  Edward 
Mounsey,  T.  W.  Reed,  William  Alexander  (Vice-president), 
Astrup  Carriss,  Henry  Lawson,  T.  Theodore  Rogers,  ftc.  &c. 

The  Secretary  (Arthur  E.  Wright),  in  his  report  on  the 
formation  and  object  of  the  Association,  mentioned  that  on  the 
8th  December,  1882,  a  circular  was  sent  to  the  Chartered 
Accountants  of  Liverpool  asking  them  to  furnish  the  com- 
mittee with  the  names  of  tho>e  in  their  offices  who  were 
eligible  to  pass  the  final  examinations.  When  the  answers 
had  been  received  a  further  circular  was  sent,  on  the  17  th 
January,  1883,  to  the  clerks,  iaviting  them  to  attend  a  meet- 
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ing  to  ascertain  whether  it  was  thought  desirable  to  establish  a 
Students'  Association  for  the  Liverpool  centre.  This  meeting 
came  to  the  conclusion  that  it  was  desirable,  and  thus  the  Asso- 
ciation was  formed.  The  Association  was  formed  for  the  purpose 
<^  adrancing  its  members  in  the  knowl.dge  and  study  of 
accountancy,  and  thus  helping  students  to  pass  their  examina- 
tions, and  it  was  to  be  hoped  that  it  would  be  one  of  the  means 
of  raising  the  profession  of  a  Chartered  Accountant.  To  carry 
out  this  object  it  was  proposed  to  have  a  Library ;  for  without 
study  no  student  would  be  able  to  pass  the  examinations.  In 
addition  to  the  establishment  of  a  library,  lectures  would  be 
given  dealing  with  the  principal  branches  of  the  profession. 
And  the  committee  intended  to  put  forward,  so  as  to  raise 
points  for  discussion,  pro  formd  liquidations,  bankruptcies, 
balance-sheets  of  companies,  and  thus  give  to  students  an 
opportnnityof  becoming  thoroughly  acquainted  with  the  several 
wuiches  of  the  profession. 

The  President  then  delivered  his  Liangural  Address,  and 
said: — 

Gentlemen, — ^I  have,  in  the  first  place,  to  thank  you  for  the 
hmour  you  husve  done  me  in  electing  me  the  first  President  of 
the  Chartered  Students*  Association  for  the  Liverpool  centre. 
I  look  forward  with  hope  to  the  future  of  the  Society,  as  a 
means  of  education  both  in  theory  and  practice,  and  that,  if 
the  students  take  advantage  of  their  opportunities,  tiiey  will 
be  fully  qualified  to  pass  their  preliminary  and  final  examina- 
tions so  as  to  entitle  them  to  be  Chartered  Accountants ;  all 
cannot  at  once  expect  to  become  Associates  in  practice,  but 
those  who  are  diligent  will  in  due  time  get  their  promotion. 

The  profession  of  accountants  took  its  rise  about  the  middle 
or  the  end  of  the  last  century ;  previous  to  that  date,  the  ac- 
countancy— which  no  doubt  was  mainly  the  preparing  accounts 
for  the  law  courts,  executorship  accounts,  and  some  bankruptcy 
— would  be  done  by  the  solicitors  and  the  attorneys  (as  they 
were  then  styled).  It  may  be,  that  the  inability  of  uie  soli- 
citors and  attorneys  to  deal  with  intricate  accounts  would 
naturally  make  them  look  out  for  persons  competent  to  do  the 
wxxrk ;  also  the  extension  of  commerce  and  the  rise  of  large 
firms  would  aid  much  in  calling  out  men  capable  of  grappling 
irith  difficult  and  complicated  accounts.  As  far  as  I  can  make 
out,  it  was  firom  the  class  of  bookkeepers  that  the  first  ac- 
countants sprung ;  for  I  fiad,  on  consulting  the  old  directories, 
that  persons  who  appear  as  bookkeepers  in  one  issue  are 
called  accountants  in  the  succeeding  one,  and  in  some  cases, 
pers<ms  who  appear  as  accountants  in  one  directory  fall  back 
to  bookkeepers  in  the  next.  On  accountants  being  called  ip, 
the  solicitors  and  business-men  would  soon  find  tne  value  of 
having  persons  skilled  in  accounts,  and  this,  no  doubt,  led  to 
their  being  frequently  employed,  and  it  followed  that  the  de- 
mand increased  the  supply,  as  each  year  saw  an  increase  in 
their  number. 

There  are  no  accountants  to  be  found  in  the  Liverpool 
Directory  for  1766.  In  the  Directory  for  1790  there  are  five  : 
three  of  them  call  themselves  simply  **  accomptants,"  one  is  a 
"  mercantile  accomptant,"  and  the  fifth  styles  himself  **  mer- 
cantile accomptant  and  dealer  in  tin  plates."  In  the  Directory 
for  1796  there  are  ten  accountants  named.  Nine  of  them  style 
themselves  *'  accountants,"  and  one  "  broker  and  accountant." 
Of  these  only  two  continue  to  the  present  day,  Tiz.,  Joseph 
King  and  Joseph  Redish  (in  the  Directory  for  1790  both  are 
styled  bookkeep€r$).  The  former  seems  to  have  acted  as  broker 
and  accountant ;  the  combined  business  was  apparently  carried 
on  until  about  1843,  as  in  the  Directory  for  that  year  this  firm 
appears  as  Joseph  King  ft  Son,  stock  and  share  brokers  only, 
the  accountant  having  been  dropped  and  never  after  resumed. 
There  is  now  no  one  of  the  name  of  King  in  the  firm. 

The  Joseph  King  named  in  the  Directory  for  1796  was  the 
author  of  King's  Interest  Tables,  which  no  doubt  you  are  adl 
familiar  with.  I  cannot  say  when  the  first  edition  was  pub- 
lished; I  haTe  the  fourth,  which  is  dated  1804. 

The  other  accountant  named  in  the  Directory  for  1796, 
whese  business  has  been  carried  on  continuously  under  a 
luccession  of  firms,  is  Joseph  Rediih.    I  subjoin  a  statement 


taken  from  the  Liverpool  Directories  showing  the  Tariations 
to  the  present  day. 

In  1803  it  was  Redish  &  Bird,  in  1807  Redish,  Bird  &  Eden, 
in  1813  Redish, Bird,  Eden  ft  Co.,  in  1816  Redish,  Bird&Redish, 
in  1821  Redish  ft  Bird,  in  1837  Redish,  Bird  ft  Prince,  in  1839 
Reddish  ft  Bird,  in  1841  Redish,  Bird  ft  Marsden,  in  1848 
Bird  ft  Marsden,  in  1847  George  Marsden,  in  1871  Maisden, 
Pearson  ft  Wade,  in  1877  Chalmers  ft  Wade. 

Accountants,  besides  being  employed  as  before  stated,  were 
called  in  by  merchants  and  traders  to  make  up  their  books,  or 
if  their  books  were  written  up  to  audit  them,  to  tiJte  out  the 
Profit  and  Loss  Account,  and  to  balance  them,  and  if  there 
was  a  partnership,  to  adjust  the  accounts  of  the  partners ;  but 
the  most  important  of  our  duties  is  the  department  of  Bank- 
ruptcy ;  this  offers  the  widest  sphere  for  our  public  usefulness 
and  for  fair  and  legitimate  remuneration  for  our  services.  I 
think  it  is  impossible  to  trace,  even  in  the  most  cursory  manner, 
the  course  of  modem  legislation  on  this  subject,  without  find- 
ing unmistakeable  evidence  of  the  growing  importance  of  our 
profession,  and  vrith  it,  the  increasing  appreciation  by  the 
public  o  ithe  services  we  render. 

The  earliest  Act  of  Parliament  relating  to  Bankruptcy  waa 
passed  in  the  time  of  Henry  the  Eighth.  As  a  matter  of  curio- 
sity, I  may  mention  that  the  Act  describes  itself  as  having 
been  passed  to  deal  with  those  **  who  craftily  obtaining  into 
*'  Uieir  hands  great  substance  of  other  men's  goods  do  suddenly 
**fiee  to  parta  unknown,  or  keep  their  houses,  not  mind- 
**  ing  to  pay,  or  return  to  pay,  anj  of  their  creditors  their  debts 
**  and  duties;  but  at  their  ovm  wills  and  pleasure  consume  the 
*<  substance  obtained  by  credit  from  other  men  for  their  ovm 
*' pleasure  and  delicate  living  against  all  reason,  equity  and 
«  good  conscience." 

I  am  afraid  the  description  which  held  ^ood  then,  maT  be 
said  to  apply  even  now ;  mdeed,  if  to  the  evils  so  described  we 
add  the  perils  of  speculation  arising  from  the  haate  to  get  rich, 
we  shall  find  the  causes  of  a  very  large  proportion  of  failures. 

My  experience  dates  back  to  modern  legislation  concerning 
bankrupts,  vix.  the  Act  of  Parliament  which  came  into  opera- 
tion in  1832.  This  Act  created  a  Court  of  Bankruptcy,  and  re- 
modelled the  administrative  machinery  of  the  Bankruptcy  Law 
by  the  introduction  of  Official  Assignees,  in  whom,  and  as- 
signees chosen  by  the  creditors,  irere  Tested  the  bankrupt's 
^ects,  idt^ough  the  official  assignee  vras  exclusively  entrusted 
with  the  dutv  of  receiring  the  proceeds.  This  act  was  con- 
fined to  bankruptcies  arising  within  40  miles  of  London. 
Country  bankruptcies  were  directed  to  be  presented  before  com- 
missioners selected  for  that  purpose  by  the  Lord  Chancellor 
from  barristers  and  attorneys  in  the  different  circuits,  recom- 
mended by  Uie  judges  of  assise.  The  great  feature  of  this  sys- 
tem was  the  official  assignee— he  was  to  be  a  merchant,  broker, 
or  accountant,  or  a  person  who  was  or  who  had  been  engs^ed 
in  trade.  So  far  as  my  knowledge  goes,  this  is  the  first  time 
Uiat  accountancy  is  recognised  in  an  Act  of  Parliament  as  a 
distinct  profession  or  calling.  The  new  system  was  found  to 
work  better  than  that  which  previously  prevailed,  and  in  1842 
an  Act  was  passed  establishing  seven  districts,  which  covered 
the  remainder  of  England  and  Walea  and  placed  the  whole  of 
the  country  practicallY  under  the  same  rule.  The  machinery 
established  by  those  Acts  was,  howeTcr,  found  to  be  cumber- 
some in  practice,  and  great  dissatisfaction  arose,  to  remedy 
whichLord  Brougham  introduced  and  got  passed  theBankruptcy 
Law  Consolidation  Act,1849,which,as  ita  title  teUs  you,  consoli- 
dated all  the  then  existing  Acts  of  Parliament  relating  to  bank- 
rupts. This  Act  also  considerably  altered  the  existing  law.  It 
lodged  with  commissioners  (in  other  words  the  judge  of  each 
court)  the  power  of  giving,  or  withholding,  or  suspending,  or  an- 
nexing conditions  to  the  bankrupt's  discharae.  It  for  the  first 
time  divided  the  certificate  of  diMsnarge  into  classes,  vis.  the  first 
declaring  the  debtor's  insolvency  to  De  attributable  entirely  to 
unavoidable  misfortune ;  the  second,  that  it  was  not  attributable 
entirely  to  that  cause;  and  the  third,  that  it  was  attributable 
wholly  to  causes  other  than  misfortune  or  accident.  This  Act 
also  introduced  a  new  order  of  things,  as  it  enabled  a  debtor 
when  he  found  himself  involfed  to  place  himielf  and  his  pxo« 
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perty  under,  the  protection  of  the  Court,  and  throngh  its  in- 
teryention  without  actual  bankruptcy  to  effect  an  arrangement 
for  the  payment  or  compromise  of  his  debts,  binding  on  all  his 
creditors  proyided  he  could  obtain  the  assent  of  a  minority  of 
three-fourths  in  number  and  Tslue;  or  if  the  debtor,  without 
recourse  to  the  Court,  could  obtain  the  assent  of  six-seyenths 
in  number  and  yalue  of  his  creditors  to  an  arrangement  in- 
Tolying  the  distribution  of  his  entire  estate— this  also  was 
made  bindine  upon  his  creditors.  The  Liyerpool  accountants 
anticipated  that  the  Act  of  1849  would  seriously  interfere  with 
their  business ;  but  in  truth,  instead  of  lessening,  the  proce- 
dure under  the  Act  increased  it.  Debtors  anxious  to  obtain 
their  certificates  (which  you  ynll  bear  in  mind  were  to  be 
granted  by  the  commiesiontrs,  and  not  by  any  action  of  the 
creditors)  reouired  statements  of  their  affairs  to  be  prepared, 
including  deficiency  and  other  accounts.  Creditors  who  op- 
posed the  granting  of  certificates,  or  wished  to  haye  conditions 
annexed,  required  the  statements  to  be  thoroughly  inyesti- 
ffated.  Debtors  who  desired  to  haye  arrangements  carried  out 
dispensing  with  bankruptcy,  sought  our  aid  as  trustees  under 
deeds  of  assignment  or  arrangement,  or  as  accountants  dis- 
charging the  duties  as  trustees  in  tiieir  names.  Great  thinss 
were  anticipated  from  the  workine  of  this  Act,  but  the  result 
did  not  equal  the  expectation,  and  the  mercantile  community 
began  to  complain  that  creditors  had  not  suflident  control 
oyer  the  working  of  the  bankruptcy.  The  interpretation  put 
upon  the  arrangement  clauses,  namely,  that  those  deeds  only 
were  binding  upon  a  dissentient  creditor  which  dealt  with  all 
the  debtor's  effects,  placed  composition  arrangements  outside 
the  Act,  and  therefore  rendered  them  practic^y  impossible. 
These  considerations,  added  to  the  opimon  which  had  become 
ffcneral  that  there  ought  to  be  the  same  law  for  non-traders  as 
lor  traders  in  the  eyent  of  insolyency,  led  to  the  amendment  of 
the  law  by  the  Act  of  1861.  By  this  Act  official  assignees  were 
practically  abolished  in  fayour  ot  creditors'  assignees,  as  the 
former  were,  after  the  appointment  of  creditors'  assignees,  de- 
priyed  of  all  power  to  mterfere  actiyely  in  the  realisation  of 
the  estate,  except  in  the  collection  of  debts  not  exceeding  £10. 
But  the  great  feature  of  the  Act  was  the  proyision  for  facili- 
tating arrangements  by  deed.  This  securea  to  the  debtor  time 
sufficient  to  obtain  the  assent  of  his  creditors  to  such  an 
arrangement,  without  the  risk  of  bankruptcy  in  the  mean- 
time, and  enabled  a  majority  in  number  and  three-fourths  in 
Talue  of  the  creditors  to  bind  the  minority  to  an  arrangement 
which  might  be  a  composition  or  which  did  not  necessarily  in- 
Tolye  an  assignment  by  the  debtor  of  all  his  effects. 

The  passing  of  this  Act  led  to  a  larger  increase  of  business 
n  bankruptcy  matters  to  accountants  than  had  resulted  from 
the  passing  of  any  preyious  measure.  Nearly  eyery  insolyency 
of  any  importance  was  dealt  with  under  a  deed  of  inspector- 
ship, or  arrangement,  or  composition,  and  in  each  case  almost 
inyariably  the  senrices  of  an  accountant  were  necessary. 

The  system  so  introduced  in  its  turn  led  to  great  dissatisfac- 
tion. Cfreditors  were  not  required  to  proye  their  debts  by 
affidayit  Debtors  were  not  required  to  call  any  meeting  of 
creditors,  and  in  the  great  majority  of  instances  did  not, 
and  therefore  did  not  make  sny  open  or  general  declaration  of 
the  state  of  their  affiurs.  Creditors  were  personally  and  indi- 
yidually  canyassed  to  giye  their  assent  to  a  deed,  which  they 
did,  on  the  representations  made  to  them ;  and  representa- 
tions might  differ  with  each  creditor. 

To  remedy  these  eyils  the  present  Act,  yiz.  the  Bankruptcy 
Act,  1 869,  was  passed.  By  this  Act  the  country  district  couru, 
ynth  their  train  of  commissioners,  registrars,  and  other  officers, 
were  abolished,  and  the  working  of  the  present  system  placed 
under  the  control  of  the  County  Courts.  Official  assignees 
were  abolished,  and  with  them  eyen  the  name  of  assignee;  the 
persons  by  whom  the  debtor's  assets  are  to  be  distributed  is 
now  called  a  trustee.  Creditors  haye  tiie  power  to  appoint  a 
Committee  of  Inspection.  Although  the  madiinery  of  an 
actual  bankruptcy  is  maintained,  poyrer  is  gtyen  to  a  majority 
in  number  representing  three-fourths  in  yame  to  resolye  that 
the  ailkirs  of  a  debtor  shall  be  wound-up  by  arrsngement,  and 
pot  in  b«nkrupiey.    In  Uuth  liquidation  by  arrangement  is  a 


bankruptcywithout  a  petition  for  bankruptcy  or  an  adjudica- 
tion. £yen  in  bankruptcy  power  is  giyen  to  the  creditors  by 
the  majority  I  haye  named  (but  with  the  approyal  of  the 
Court)  to  accept  a  composition  from  the  bankrupt,  or  to  assent 
to  a  scheme  for  the  arrangement  of  his  affairs,  upon  such  terms 
as  may  be  thousht  expedient,  one  of  which  may  be  the  anul- 
ling  of  the  baiuiruptcy;  b^^  the  like  majority,  the  creditors 
may  accept  a  composition  without  bsnkruptcy. 

As  official  assignees  are  abolished,  and  as  the  whole  scheme 
of  modem  legislation  proceeds  upon  the  assumption  that  it  is 
better  to  leaye  to  the  creditors  the  administration  of  their  deb- 
tor's affairs  with  as  little  officisl  interference  as  nossible,'it 
follows,  as  the  creditors  cannot  in  a  body  carry  out  the  liquida- 
tion, that  the  senrices  of  a  skilled  accountant  must  be  re- 
quired, whether  the  liquidation  is  by  bankruptcy  or  by 
arrangement,  and  accordingly  it  will  be  found  that  an  ac- 
countant has  been  the  trustee  in  all  insolyendes  of  any  mag- 
nitude, and,  with  four  exceptions,  in  all  liquidations  of  eyen 
less  importance. 

We  were  named  in  the  Act  establishing  the  system  of  1832 
as  persons  suitable  from  experience  to  act  as  official  assignees, 
ana  the  whole  run  of  subsequent  legislation  points  to  our  ful- 
filling the  important  duties  of  trustees,  which  now  include  the 
duties  formerly  discharged  by  both  official  and  creditors'  as- 
signee. As  this  has  been  done  not  merely  with  the  assent,  but 
on  the  importunity  of  the  commercial  world,  I  think  you  will 
agree  with  me  that  I  did  not  oyerrate  the  importance  of  our 
profession,  and  of  the  duties  they  haye  to  dischai^e,  when  I 
stated  that  in  the  course  of  modem  legislation  we  find  unmis- 
takable eyidence  of  the  growing  importance  of  our  profession 
and  of  the  increasing  appreciation  by  the  public  of  the  manner 
in  which  we  diicharge  our  duties,  it  is  true  that  occasionally 
we  hear  complaints  of  the  cost  of  liquidations,  and  it  is  no  l*ss 
true  that  in  some  cases  (for  it  would  be  foU^  to  deny  it)  these 
complaints  are  well  founded ;  but  in  the  majority  of  instances 
the  complaints  are  made  without  consideration.  As  a  rule,  a 
creditor  compares  the  diyidend  he  has  receiyed  with  the 
amount  of  his  debt,  and  hastily  draws  the  conclusion  that  the 
difference  represents  the  cost  of  liquidation.  It  is  a  common 
failing  of  human  nature  to  seek  to  blame  others  for  our  own 
mistakes,  and  a  creditor  smartins  under  his  loss  is  yery  apt  to 
blame  those  entrusted  with  the  liquidation  for  his  loss,  or,  at 
least,  to  extend  to  them  the  dissatisfaction  he  feels  towards 
lus  debtor,  rather  than  to  ask  himself  who  iras  to  blame  for 
giying  the  credit. 

Howeyer,  the  time  has  again  arriyed  for  the  eommerdal 
community  to  haye  their  requirements  for  an  amendment 
satisfied,  and  I  haye  little  doubt  the  Bill  now  introduced  by 
the  Goyemment  will  be  carried  in  its  present  or  some  modified 
form.  I  think  it  would  haye  been  better  to  haye  amended  the 
existing  Act  in  those  respects  when  the  system  it  established 
was  proyed  unsatisfactory.  A  new  Act  often  makes  a  new 
state  of  things,  requiring  many  decisions  before  the  language 
of  the  Act  is  accurately  understood,  and  this  inyolyes  enormous 
expense.  The  changes  to  be  introduced  are  practicall^r  admi- 
nistratiye  and  refer  to  the  machinery  only.  The  principles  of 
bankraptcy  are  only  slightly  modified;  but  whateyer  the 
changes  may  be,  our  position  U  too  well  established,  and,  I 
may  add,  our  seryices  are  too  well  appreciated  by  the  general 
public  to  make  any  material  alteration  in  the  demand  for  them 

possible. 

Next  to  bankruptcy,  the  Joint  Stock  Companies  Acts  hare 
giyen  a  wide  sphere  for  our  public  usefulness  and  remuneration. 
The  Joint  Stock  Companies  Act  for  1856  was  yery  paitially 
understood  by  the  public ;  but  after  the  passing  of  the  Act  of 
1862,  a  better  understanding  of  the  adysntages  ^yen  by  it  was 
come  to,  and  a  considerable  number  of  limited  companies 
sprang  into  existence.  As  time  went  on  their  number  con- 
tinued to  increase,  snd  of  late  it  would  seem  as  if  the  public 
thought  all  business  of  any  importance  should  be  worked 
imder  that  and  the  subsequent  Acts,  including  the  last  one  of 

1880. 

Accountants  were  employed  necessarily  in  the  bringing  out 
of  Joint  Stock  Companies,  in  exanuning  the  books  and  aecountt 
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of  eaeb  bntiiieM,  in  prepaxmg  tUtements,  fto.,  and  in  gifing 
their  ■errieat  in  bringing  them  before  the  public,  and  lastly,  in 
being  appointed  anditora.  Some  of  the  companiea  did  not  en- 
gage profitaaional  auditora ;  but  as  time  went  on,  aocountants 
were  more  emploTed,  and  the  feeling  of  the  public  is  that  thej 
should  be  generally  called  in« 

'^th  respect  to  Societies,  the  Scotch  were  the  first  to  see  the 
sdvnntageaofhaTingthem.  The  Edinburgh  accountants  applied 
for  and  obtained  a  Charter  in  1864,  and  those  of  Glasgow  in 
1855.  Theae  societies  had  rulea  not  only  for  the  admission  and 
conduct  of  their  membera,  but  also  requiring  that  the  students 
should  go  through  a  definite  education  and  be  examined  before 
admission. 

When  the  Bankruptcy  Act  of  1869  came  into  operation,  one 
of  the  LiTerpool  accountants  thought  it  would  be  a  good  time 
to  form  a  aoeiety.  Public  opinion  in  England  was  not  then 
ripe  to  apply  for  a  Charter,  and  all  that  seemed  possible  was  to 
form  a  aoeiety,  the  objects  of  which  were — 

**  1.  The  protection  of  the  character,  status  and  interest  of 
"the  accountanta  of  LiTerpool,  the  promotion  of  honourable 
"practic^  the  aettlement  of  disputed  ^ints  of  practice,  and 
*'the  dedaion  of  all  questions  of  professional  usage  or  courtesy 
"in  conducting  accountant  business  of  all  kinds. 

*'  2.  The  consideretion  of  all  general  questions  sflecting  the 
"  interests  of  the  profession  at  large  or  the  alteration  or  ad- 
"  ministration  of  the  law." 

The  society  waa  formed  on  the  25th  of  January,  1870,  and 
railed  The  Incorporated  Society  of  liTcrpool  Accountants,  and 
was  duly  lioensea  by  the  Board  of  Trade  under  the  23rd  section 
of  the  Companiea  Act,  1867. 

There  waa  considmUe  difficulty  in  forming  the  society,  and 
had  it  not  been  for  the  willing  help  and  assistance  of  the  late 
Mr.  Timpron  Martin,  it  would  not  haye  been  accomplished. 
The  late  Mr.  Hsrmood  Banner  was  the  first  president,  and  he 
told  me  that  when  he  informed  some  of  the  leading  account- 
ants in  London  of  what  had  been  done,  they  seemed  to  think 
it  uaeleaa  and  unnecessary ;  but  on  mature  refiection  they  al- 
tered their  Tiewa,  as  on  the  29th  of  NoTcmber,  1870,  the  Insti- 
tute of  Accountants  in  London  wss  established ;  Manchester 
folio  wed«  their  society  haTing  been  formed  on  the  16th  of  Feb- 
ruary, 1871 ;  then  on  the  Uth  of  Januarr,  1873,  the  Society  of 
Accountanta  in  England  was  established ;  and  finally,  that  of 
Sheffield,  on  the  14th  of  Mareh,  1877.  These  four  societies, 
though  useful  in  their  way,  were  diverse  in  their  action  and 
did  not  effect  what  was  really  wanted,  and  that  was,  that  ac- 
countancy should  be  recognised  by  the  public  as  a  profession. 
Thia  became  more  felt  ss  time  went  on,  and  it  led  to  the  presi- 
dents of  the  sereral  societies  with  one  or  two  other  account- 
ants being  deputed  to  meet  and  discuss  the  form  of  petition  for 
a  Charter.  After  much  patient  work  the  petition  was  lodged, 
snd  on  the  11th  of  May,  1880,  it  was  granted,  and  the  Institute 
of  Chartered  Accountants  in  England  and  Wales  was  estab- 
lished. This  date  may  be  considered  as  an  epoch  in  account- 
ancy, aa  it  was  only  then  that  it  could  be  considered  a  profes- 
sion, and  if  the  Chartered  Accountants  do  their  duty,  there  is 
no  doubt  the  profession  will  stand  as  high  as  any  of  the 
other  learned  orofeuions. 

Soon  after  tne  formation  of  the  Institute,  a  committee  (of 
which  I  waa  one)  was  formed  to  prepare  the  bye-laws.  It  took 
long  and  mature  consideration  and  many  meetings  ere  these 
bye-lawa  were  framed,  and  it  was  not  until  the  21st  of  March, 
1882,  that  they  were  allowed  by  the  Privy  Council. 

We  oould  not  haTO  obtained  a  Charter,  unless  we  had  sat 
out  that  aocountants  who  were  really  practising  at  the  time  of 
applying  for  it  ahould  be  admitted  to  ita  privileges ;  and,  by 
cuuise  4,  all  the  members  of  the  four  societies  before  referred 
to  were  at  once  admitted.  I  fear  in  this  wholesale  admission 
tome  aocountants  have  theright  to  put  7.C.A.,  or  A.C.A.,  after 
their  names  who  will  not  do  credit  to  the  Institute. 

The  Bye-laws  Committee  had  to  csrry  out  that  part  of  the 
petition  which  said,  with  respect  to  the  admission  to  member- 
ship of  persons  hereafter  desuous  of  entering  into  the  profes- 
im:  <*Xba  FetitionerB  oontamplate  that  »  strict  sjstem  of 


^'examination  should  be  established,  indnding  a,Preliminary 
"Examination  before  the  candidate  for  membmhip  enters  on 
"service  under  articles;  an  Intermediate  Examination,  to  be 
"  held  in  the  course  of  the  service,  and  a  Final  Examination; 
**  and  that  no  peraon  be  allowed  to  present  himaelf  for  the  Final 
"Examination  unleaa  he  has  served  for  five  yean  at  least,  or 
"if  he  has  graduated  at  any  of  the  Univerritiea  of  the  United 
"  Kingdom,  then  for  three  yean  at  least  under  srticles  as  a 
"  Public  Accountant's  clerk."  A  reference  to  the  bye-laws 
will  show  that  the  committee  have  carried  out  that  part  of  the 
Petition,  as,  out  of  117  clauses,  89  of  them  refer  to  the 
articled  clerks  snd  their  examinations.  It  will  be  seen  how 
impoitant  it  is  that  articled  clerks  should  thoroughly  lesm  all 
matten  pertaining  to  the  profession ;  and,  aa  it  is  not  in  every 
accountant's  office  that  all  the  branchea,  audi  aa  auditing,  ad- 
juatment  of  partnerahip  and  executorship  accounta,  liquida- 
tions, bankruptcieo,  receiven  in  chancery,  ftc,  are  carried  on, 
aome  articled  clerks,  though  well  up  in  one  or  more  of  these 
branches,  might  know  little  of  the  others.  Birmingham  waa 
the  fint  to  point  a  wav  out  of  this  difficulty  by  forming  an 
Accountant'a  Studenta  Association,  "  the  objects  of  which 
"  were  the  the  advancement  of  ita  memben  in  the  knowledge 
"  and  atudy  of  accountancy."  The  rulea  were  passed  on  the 
4th  of  May,  and  the  inaugural  meeting  held  6m  of  October 
last.  Mandieater  waa  the  next  to  form  a  aimilar  aodety,  and 
we  are  now  met  at  the  inausural  meeting  of  the  Liverpool 
Chartered  Accountanta'  Studenta'  Association.  Newcastle- 
on-Tyne  ii  also  in  the  field,  and  I  truat  ere  long  we  shall  have 
a  Students'  Society  in  London. 

Before  speaking  more  particularly  of  this  Society,  I  wiah  to 
atate  that  it  is  to  Mr.  Edward  Mounsej  we  are  indebted  for  it, 
aa  he  obtained  full  particulara  from  Birmingham,  and  the  fint 
dreular  emanated  from  his  office.  He  also  found  the  ways  and 
meana,  and  aasisted  in  getting  the  Society  into  its  present 
position.  The  Society  now  consists  of  35  honorsry  and  68 
ordinary,  in  idl  88  memben,  of  whom  13  are  from  my  own 

office. 

I  do  not  intead  to  go  into  the  rules  further  than  to  state* 
"  That  the  objects  of  ue  Society  shall  be  the  advancement  of 
"  ita  members  in  the  knowledge  and  atudy  of  accountancy." 
That  there  are  to  be  lecturea,  papen  read,  and  diacussions.  I 
think  we  may  look  forward  to  a  fxill  number  of  subjects  being 
discussed  during  each  session. 

The  fint  element  of  success  for  a  student  is  to  have  a  good 
character,  to  be  aober,  truthful,  diligent,  and  oourtcona,  and,  as 
I  am  addreaaing  many  young  students,  I  take  the  opportunity 
of  pointing  out  the  great  advantage  of  good  and  rapid  hand- 
writing. Thia  vrill  m  found  uaeful  in  passing  your  examina- 
tions,  and  also,  if  need  be,  in  getting  employment  We  look 
at  a  letter  received,  if  we  do  not  know  the  writer,  and  form  an 
opinion  of  him  from  it.  I  think  there  is  a  good  deal  to  be 
gathered  from  the  handwriting  of  persons.  Then  it  is  of  great 
consequence  bcin^  able  to  do  the  fint  rules  of  arithmetic 
accurately  and  quickly,  indeed,  addition  and  substraction  are 
constantly  being  required  in  bookkeeping,  and  in  almost  vwerj 
account.  I  would  alao  recommend  you  to  cultivate  the  habit 
of  expreasing  youraelyea  clearly,  both  in  writing  and  speaking. 
Thia  IS  a  matter  of  very  great  importance,  and  can  only  be 
acquired  by  dUligence  and  perseverance,  but,  once  acquired,  it 
is  invaluame ;  a  atudent  who  can  expreaa  hhnself  desrly  wUl 
have  great  advantagea,  and  be  able  when  required  to  lead  a 
meeting.  I  tiierefore  think  that  one  olneot  of  thia  Society 
ahould  be  training  atudents  to  speak  in  public  without  heaita- 
tion.  If  you  have  not  already  a  fsir  knowledge  of  French  and 
German,  I  atrongly  recommend  you  at  once  to  acquire  it,  and 
those  of  you  who  xnow  thoae  languages  to  keep  up  your  know- 
ledge of  them,  aa  you  irill  find  in  the  eourae  of  your  buaineas 
that  letten  in  both  languagea  come  before  you.  It  is  true  you 
ean  get  them  trsnalated ;  but  there  ariae  cases  where  it  is  desir- 
able that  you  should  for  yourself  know  that  the  tranalatioa 
given  is  the  true  one.  I  need  aearcely  aay  that  punctuality  is 
mvariably  expected  of  an  accountant,  apart  from  the  duty  of 
keeping  your  word ;  it  is  a  duty  you  owe  to  your  neighbour, 
not  to  wiwte  hii  timei  and  I  fed  sure  that  a  habit  of  pu^ctu- 
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ality  tends  greatlr  to  success,  both  in  the  position  of  ftccountant 
and  articled  clerk. 

There  is  one  thing  that  I  want  to  impress  upon  you  all,  that 
IS  if  I  may  use  the  word,  thobouohmbbs  ;  I  mean  that  in  all 
you  do,  you  gire  the  Tery  best  work  you  can  do,  and  lastly,  it 
M  of  the  greatest  consequence  that  you  should  in  all  cases 
treat  all  you  see  and  hear  in  every  business  as  not  your  own, 
and  keep  it  sacred :  this  is  incumbent  on  you  whether  you  are 
clerk  or  accountant,  it  is  right  in  itself,  and  there  is  nothing 
that  tends  more  against  anyone  than  disclosing  matters  he  has 
heard  and  seen  in  any  office  where  he  is  employed.  If  you 
follow  this  advice,  with  steadiness  and  hard  work  I  think  there 
is  no  doubt  of  your  succeeding. 

I  do  not  intend  at  this  time  to  speak  of  the  several  branches 
of  the  profession ;  these  will  be  dealt  with  in  future  addresses ; 
but  before  concluding,  I  would  point  out  to  you  the  necessity 
of  being  good  bookkeepers :  by  this  I  do  not  mean  the  mere 
mechanical  keeping  of  books,  but  such  a  thorough  knowledge 
of  the  principles  of  bookkeeping  that  you  would  be  able  at  once 
to  grapple  with  any  set  of  books,  in  whatever  way  they  were 
kept.  When  I  first  commenced  business,  and  before  I  had 
experience,  I  found  it  often  useful,  when  some  intricate  ques- 
tion of  deaUng  with  accounts  came  before  me,  to  work  it  out 
on  the  principles  of  bookkeeping,  and  if  it  came  out  right  that 
way  I  felt  sure  I  was  on  safe  ground.  I  have  up  to  this  time 
referred  solely  to  vour  technical  education ;  I  have  now  to  say 
to  you  that  thai  alone  will  not  make  a  competent  accountant ; 
you  require  beyond  this  a  general  knowledge  of  business  and 
how  it  IS  conducted,  if  possible,  the  minute  details  which  vary 
in  every  separate  business,  that  you  may,  if  called  upon,  be 
able  to  frame  not  only  a  set  of  books,  but  all  the  subsidiary 
ones,  which  vary  according  to  the  business.  You  should,  there- 
fore, take  every  opportunity  of  acquiring  knowledge  of  all 
kinds  of  business,  mcluding  a  knowledge  of  the  currency  and 
exchange  of  various  countries.  You  wiU  no  doubt  have  oppor- 
tunities in  the  office  in  which  you  are  articled  in  assisting  at 
the  audits,  &o.  of  merchants'  and  traders*  books  and  those  of 
limited  companies,  in  cases  of  receivership  where  the  business 
is  carried  on,  also  in  the  liquidation  of  estates.  If  you  use 
your  time  wdl,  and  take  every  opportunity,  you  ma^  acquire, 
while  still  an  articled  clerk,  mach  valuable  information  which 
you  will  find  of  great  value  in  your  future  career. 

In  conclusion,  I  look  forward  with  hope  to  the  success  of  the 
Liverpool  Chartered  Accountants'  Students'  Association.  I 
trust  each  of  you  will  do  what  you  can  to  promote  its  useful- 
ness by  regularly  attending  its  meetings,  and  when  there  are 
subjects  for  discussion,  reading  carefully  all  that  pertains  to 
them,  so  that  if  required  you  can  rise  and  speak  to  the  ques- 
tion :  those  of  you  who  are  competent  I  trust  will  come  forward 
and  read  papers  on  matters  connected  with  the  profession,  so 
that  at  each  meeting  there  may  always  be  matters  of  interest 
to  one  and  all,  and  I  hope  you  may  all  in  due  time  become 
members  of  the  Institute  of  Chartered  Accountants  in  England 
and  Wales.  

Mr.  H.  E.  Eastwood  (an  ordinary  member)  moved  that  the 
best  thanks  of  the  meeting  be  given  to  the  President  for  his 
address.  Mr.  Edward  Mounsey  ^one  of  the  Yice^PresidentB) 
seconded  the  vote  of  thanks,  and,  in  the  course  of  his  remarks, 
said  he  thought  the  thanks  of  those  present  were  due  to  Mr. 
Addinsell  and  the  Birmingham  Students'  Society  for  the  help 
which  they  had  afforded  in  assisting  to  make  the  Liverpool 
Association  a  success.  He  thought,  in  reference  to  the  pro- 
posed library,  that  Mr.  T.  W.  Read,  as  Secretary  of  the  Liver- 
pool Society  of  Incorporated  Accountants,  might  pive  a  dona- 
tion of  £20  out  of  the  surplus  funds  of  his  Society,  and  for 
which  they  seem  to  have  no  immediate  use,  so  as  to  start  a 
library,  and  thus  give  the  students  every  opportunity  of  study. 

Mr.  T.  W.  Read  (one  of  the  Yice-Piesidents)  supported  the 
vote  of  thanks. 

Mr.  A.  W.  Chalmers  having  replied,  the  subject  of  the  next 
meeting  on  Uie  14th  March  was  announced,  which  was  a  lec- 
ture by  Mr.  Astrup  Carisson,  **  Arbitratioii." 

This  cloeed  the  proeeedings. 


LIVERPOOL  CHARTERED  ACCOUNTANTS' 
STUDENTS'  ASSOCIATION. 

The  Second  Ordinary  Meeting  of  the  above  Association  was 
held  at  the  Law  Association  Rooms,  Cook  Street,  on  Wednes- 
day, the  14th  of  March,  1883,  at  7  o'clock. 

Mr.  A.  W.  Chalmers,  F.C.A.  (the  President),  occupied  the 
chair,  and  there  was  a  large  attendance  of  members. 

The  chairman  called  on  Mr.  Astrup  Carist,  F.C.  A.,to  deliver 
his  lecture  on  *«  Arbitrations  and  Forms  of  Balance-sheets," 
which  is  as  follows  :— 

I. — CONCBUNIKO  i.]lBITRATIOK. 

Some  surprise  has  been  expressed  to  me  at  my  selecting 
••  Arbitration  * '  for  to-night's  address.  It  seems  to  my  friendly 
critics  that  I  am  beginning  at  the  wrong  end.  They  are  of 
opinion  that  Arbitration  should  be  the  last  instead  of  first  of 
your  opening  ses -ion's  lectures. 

Two  considerations  governed  my  decision.  One  is  pardon- 
able ;  many  of  my  professional  brethren  will  be  found  willing 
to  address  you  on  one  or  other  of  those  departments  which  are 
numbered  1  to  6  in  the  Institute's  82nd  bye-law.  They  are 
able  to  give  you  clearer  and  more  efficient  guidance  than  I  am 
gifted  with  power  to  accomplish.  It  is  therefore  in  your 
interests,  ancl  to  leave  a  wider  field  of  choice  for  those  who 
may  come  after  me,  that  I  have  denied  myself  easier  and  more 
congenial  work,  in  taking  a  subject  which  I  assumed  no  one 
else  would  bring  before  you  within  the  present  year. 

Then  next,  so  far  as  instruction  in  the  subject  comes  within 
the  scope  of  my  attention,  I  am  logically  right  in  placing  it  in 
the  front  of  other  branches.  You  are  not  all  now  beginning 
your  student's  career ;  have  not  all  to  be  classed  on  the  same 
rudimentary  level  which  would  point  to  bookkeeping  as  a 
necessary  commencement  to  these  lectures.  Some  of  you  will 
seek  admission  at  the  next  Jlnal,  Knowledge  of  the  principles 
of  Arbitration  is  one  of  the  tests  then  to  be  satisfied.  Prom  its 
being  a  new,  and  I  mav  almost  say  a  foreign  subject,  it  is 
probably  the  one  in  which  those  concerned  are  least  prepared ; 
in  which  they  would  most  desire  assistance;  and  for  which, 
through  the  nearness  of  the  ordeal,  they  have  a  prior  claim  to 
the  aid  your  lecturers  are  able  to  give  them.  The  rest  of  your 
members  have  before  them  a  longer  future  for  those  oppor- 
tunities which,  alas,  are  too  often  only  seen  to  be  golden  at 
their  setting,  when  they  are  sinking  out  of  sight,  and  beyond 
recall,  into  the  dark  depths  in  which  all  wasted  life  is  for  ever 

lost. 

But  it  is  not  my  intention  to  read  you  an  essay  on  the 
principles  of  Arbiuation .  This  would  more  property  fall  to  a 
member  of  the  legal  profession.  It  would  be  inappropriate  for 
a  layman  to  venture  on  such  elevated  ground.  I  have  availed 
myself  of  the  subject  for  a  less  ambitious  aim. 

I  must  confess  to  some  surprise  at  Arbitration  being  in- 
cluded in  the  Institute's  scheme  of  intermediate  and  final 
examinations.  It  is  so  much  a  lawyer's  department  as  to  have 
the  appearance  of  invasion  of  that  profession's  •  liberties ' ;  and 
your  being  directed  to  that  great  work  on  the  subject  ••Russell 
on  Arbitration  and  Award '^  might  be  regarded  as  indicating 
your  being  expected  to  attain  as  extensive  and  perfect  know- 
ledge thereof  as  must  be  acquired  by  lawyers. 

But  it  is  not  in  the  nature  of  things  that  that  could  be  in- 
tended ;  nor  is  it  probable  that  any  of  you  would  be  plucked^ 
who,  having  satisfied  the  examiners  in  Nos.  1  to  7,  proved  im- 
perfect in  your  acquaintance  with  No.  8.  I  am  confirmed  in 
the  opinion  that  only  an  easy  test  will  be  applied,  by  the 
questions  thereon  in  the  two  half-yearly  examinations  which 
have  already  taken  place.  I  therefore  feel  I  may  venture  to 
say  to  such  of  you  as  are  intending  to  submit  yourselves  to 
the  forthcoming  Midsummer  examinations,  do  not  let  anxiety 
on  the  subject  of  Arbitration  lead  you  to  give  to  its  study  an 
undue  proportion  of  your  time,  to  the  neglect  of  branches  in 
which  you  will  rightly  be  expected  to  possess   competent 

knowledge. 

I  cannot  help  regretting  that  in  an  ««off"  subject,  which 
Arbitration  is,  studenU  are  left  to  acquire  their  knowledge,  for 
the  purpose  of  passing,  firom  such  elaborate  works  as  Russell's 
book.    In  strictly  professionia  work  it  is  undesirable  to  pre- 
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fcribe  authon,  for  knowledge  of  the  subjects,  in  the  widest 
lense,  and  not  of  special  books,  should  be  encouraged ;  but,  in 
irhat  chiefly  relates  to  another  profession,  it  is  scarcely  fair  to 
leare  the  student  to  acquire  his  knowledge  from  books  of  such 
a  icale  and  character  as  the  work  I  have  mentioned.  Some 
small  comprehensiTe  treatise,  giving  principles  broadly,  and 
free  from  those  many  subtle  distinctions  which  are  of  the 
greater  interest  to  legal  practitioners,  but  are  too  numerous 
and  confusing  for  accountants'  students,  should  be  prescribed 
as  the  book  on  which  the  examination  would  be  conducted. 

But  while  I  hold  the  opinion  I  have  expressed,  as  to  the 
Kope  of  reading  which  should  be  made  compulsory,  and  that 
accountants,  whateyer  their  knowledge  may  be,  ought  reso- 
lately  to  abstain  from  taking  on  themseWes  purely  lawyers' 
responsibility  and  work,  ^et  1  am  also  of  opinion  that  a  careful 
study  of  RuMell's  book  is  in  the  highest  degree  desirable.  It 
compels  the  reader  to  see  with  other  eyes  tham  those  of  his  own 
preconceptions ;  to  recognise  that  every  question  has  two  sides ; 
to  concede  opponents'  rights;  to  act  within  the  limits  of  fair- 
ness to  both  sides:  and  it  exerts  a  beneficial  influence  of  a 
nature  which  an  accountant's  ordinary  practice  does  not  sup- 
ply. It  is  well  calculated  to  develop  that  judidal-mindedness 
which  is  not  less  necessary  than  knowledge,  shrewdness,  and 
iatagrity  for  the  due  discharge  of  the  onerous  and  honourable 
fimetions  of  an  Arbitrator  or  Umpire. 

For  the  moot  part  Arbitrations  which  are  of  interest  to  our 
profession  involve  disputed  accounts;  but  other  matters  of 
difference,  or  of  statutory  arrangement  in  which  dispute  has 
not  arisen,  such  as  a  certain  Local  Board  apportionments, 
occur,  in  which  accountants  are  equally  fitted  to  act.  The 
practice  of  referring  to  Arbitration  is  increasing,  especially  in 
relation  to  accounts,  and  it  is  likely  to  grow  more  and  more, 
because  the  results  are  generally  more  quickly  reached  than  in 
courts  of  law,  and  at  much  less  cost  thia  lawsuits  entail.  The 
growth  of  commerce  has  so  much  increased  the  claims  on  our 
law  courts  as  to  make  references  therefrom  a  welcome  reliefl 
In  the  country's  best  interests  this  should  be  encouraged. 
With  the  existence  of  an  associated  body  of  trained  and 
capable  men,  and  with  the  competence  of  these  recognised,  as 
it  ought  to  be,  both  in  enactments  and  in  the  Courts,  a  large 
secession  of  accountants'  business,  of  a  kind  which  could  not 
£ul  to  add  to  the  profession's  status  and  dignity,  might  reason- 
ably be  anticipated. 

I  have  aaid  that  accountants  ought  to  itick  to  their  own  Uut. 
The  reading  of  Russell's  Arbitration  will  probably  convey  the 
same  lesson  to  those  who  study  it.  It  will  show  them  that  a 
little  learning  is  a  dangerous  uiing ;  will  tell  them  where  to 
act  of  themselres ;  where  to  stop ;  and  when  to  call  in  the 
attorney's  help. 

But  if  we  as  a  profession  thus  refrain,  are  we  not  entitled  to 
be  met  in  the  same  spirit?  Why,  I  would  ask,  should  Parlia- 
ment enact,  no  longer  than  a  year  ago,  ^t  in  a  matter  which 
is  purely  one  of  account,  if  difference  arise  U  •hall  he  decided  &y 
a  barrietert  Bat  this  is  just  what  has  been  done,  ainee  our 
Incorporation,  in  the  Mimicipal  Corporation  Act,  1882  f  and 
this  is  not  the  only  case  in  which  Parliament  has  altogether  ex. 
eluded  us  from  acting,  where  our  profession  singles  us  out  as 
the  men  for  the  work.  Such  enactments  should  be  revoked. 
Our  President  can  tell  us  if  the  matter  has  had  Uie  attention  of 
the  Couneil  of  the  Institute.  It  is  worthy  of  their  considera- 
tion. 

Another  subject  naturally  arises  here,  on  which  to  say  a  few 
words. 

I  was  recently  asked,  what  is  the  use  of  your  Charter,  seeing 
you  sre  not  protected  like  the  legal  and  medical  professions ; 
anyone  who  is  not  chartered  being  as  free  to  practise  as 
yourselves? 

Now  there  is  no  one  who  is  more  in  favour  than  myself  of 
the  right  to  practise,  in  any  profession,  upon  the  title  of  duly 
ascertained  and  certified  competence,  and  without  the  illegiti- 
mate help  of  that  unmitigated  e?il  to  society  in  every  shape 
and  form — monopoly.  The  Institute  of  Accountants  is  witn- 
out  any  element  of  monopoly.  It  is  on  their  competence  and 
»biUty  that  its  memben  hare  to  rely  for  success,    This  is  ss 


it  ought  to  be.  But  in  respecting  the  privileges  of  the  pro- 
tected profession  with  which  they  are  brought  so  much  mto 
contact,  it  is  only  right  that  they  should  duly  watch  their  own 
interests.  Hitherto  accountants  have  probably  felt  scarcely 
independsnt  enough  to  claim  juster  and  more  equal  conditions, 
where  the  two  professions  appear  in  competition.  Under  the 
impending  change  in  the  Bankruptcy  Laws,  the  approxima- 
tion, through  mutual  interest,  of  the  two  professions,  will  pro- 
bably be  duninished.  Accountants  will  nave  to  look  out  for 
themselves.  Certainly  it  is  impossible,  either  as  public  policy, 
or  as  fairness  between  man  and  man,  to  approve  of  legislation 
which  restrains  accountants  from  in  any  way  trenching  on 
the  ground  occupied  by  lawyers,  and  permits  the  latter  to  ad 
a»  accountants  and  estate  agents.  This  also  claims  the  atten- 
tion of  the  Council  of  the  Institute. 

Perhaps,  without  a  few  words  more,  I  shall  not  only  fail  to 
connect  it  with  the  subject  of  this  address,  but  the  importance 
of  the  interests  involved  will  not  sufficientiy  appear.  There 
are,  at  the  present  time,  numerous  matters,  in  connection  with 
accounts,  which  are  referred  by  public  boards,  as  well  as 


officer  of  one  or  other  court  of  law.  I  refer  to  cases  altogether 
free  from  any  questions  of  law.  Surelv  it  is  a  legitimate 
object  of  our  profession  to  seek  that  they  shall  be  sent  to  those 
whose  special  business  it  is  to  deal  with  them. 

It  is  only  by  the  members  of  our  profession  rendering  them- 
selves individually  worthy,  in  the  highest  degree,  of  the  re- 
sponsible duties  they  have  to  perform,  and  by  the  Institute, 
on  their  behalf^  securing  fairness  for  them  as  a  body,  that  it 
can  rise  to  the  poaition  it  ought,  and  I  believe  is  destined,  to 
take.  So  long  as  we  are  content  to  reoeire  the  orumbs  which 
fall  from  another  profession's  tables,  when  we  should  be  sitting 
at  our  own  board,  we  shall  scarcely,  as  a  whole,  be  fit  for  that 
loftiest  height  of  an  accountant'a  profession— that  of  sittina 
to  exercise  those  judicial  qualities  of  mind  which  are  required 
in  the  office  of  arbitrator  I 

II. — ^AMD,  INOinXNTALLT,   OONOXBHIKO  BALAJfCS-BHaSTS. 

The  need  of  our  cultivating^  those  powers  of  logical  analysis 
and  comparison  which  an  arbitrator  should  possess  hss  recentiy 
been  displayed  in  the  Aeanmtanfs  report  of  a  debate  on  the 
forms  of  balance-sheets.  It  is  therefore  not  out  of  place  to  say 
a  few  words  on  the  subject. 

The  science  of  bookkeepins  knows  only  two  books  of  ac* 
count.  These  are  the  day-book,  for  recording  all  transactions ; 
and  the  ledger,  for  classifying  them.  What  is  called  the 
Italian  system  carried  this  out  in  form  as  well  aa  essence. 
Only  two  books  were  used.  Every  transaction  was  recorded, 
as  it  occurred,  in  the  journal  or  day-book;  from  which  alone 
it  found  its  way  into  the  ledger.  The  modem  cash-book,  a$ 
part  of  the  system^  was  unknown.  The  only  cash  account  was 
in  tiie  ledger.  Double  entry  was  fully  completed  within  the 
ledger,  in  which  every  debit  had  its  credit.  This  was  effected 
by  setting  up  a  Jietitious  stock  aeceuntf  a  cash  account,  and  a 
balance  account,  besides  ordinarv  accounts.  And  ever^f  open 
account  was  dosed  at  each  period  of  balancing  by  carrying  its 
balance  into  balance  account. 

In  the  more  modem  practice  of  the  art,  subdivision  became 
convenient.  Separate  Dooka  are  now  used  for  cash,  goods  in, 
goods  out,  BiUs,  &o.,  all  these  being  parts  of  the  day-book. 
"  Cash"  is  not  carried  into  the  ledger;  the  fictitious  stock 
account  is  not  set  up ;  nor  is  a  balance  account  opened.  The 
balance-sheet  is  extracted  from  the  open  accounts,  and  the 
balances  are  carried  down.  If  there  be  cash  in  hand,  it  is 
found  that  the  ledger  debits  and  credits  are  unequal  in  amount. 
This  arises  from  the  principle  of  double  entry  having  been 
violated.  But  the  accountant  knows,  even  u  he  does  not 
understand  why,  that  the  caah-book  balance  must  be  brought 
into  the  balance-sheet.  The  result  is  correct,  though  the  form 
is  wrong.  But  the  cash-book  has  done  double  duty ;  as  a  day- 
book and  a  ledger;  in  other  words  it  is  a  ledger  account  out* 
side  the  ledger.  It  is,  in  fact,  the  personal  account  of  the 
cashier.  That  is  why  its  balsnoe  must  be  added  to  those  taken 
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£       8. 

By  Stock  of  Timber    8,000  0 
„  Sundry  Debtors     7,000  0 


from  the  general  ledger.  And,  notwithstanding  the  defect 
defined,  modem  practice  is  much  the  better  of  the  two.  The 
sometimes  tedious  work  of  closing  all  the  accounts,  at  each 
period  of  bidancing,  only  to  record  formal  proof,  in  the  ledger 
of  Uie  whole  being  equal  to  the  sum  in  all  its  parts,  is  at  use- 
less labour  as  it  would  be  to  give  with  each  mm  performed  the 
usual  schoolboy's  proof. 

The  habit  of  western  nations  to  write  from  left  to  right,  led 
them  to  enter  property  on  the  left-hand  side,  in  accounts ;  for 
men  naturidly  put  down  their  assets  first.  Therefore  it  is  that 
assets  appear  on  the  debit,  or  left-hand  side,  and  liabilities  on 
the  credit,  or  right-hand  side.  This  is  so  in  every  cash-book 
and  ledger.  There  is  no  escape  from  it.  Therefore  the 
Italian  balance  account,  or  ledgensed  totals  of  ledger  balances, 
has  assets  on  the  left,  and  liabilities  on  the  right-hand  side. 
This  led  to  balance-sheets  being  issued  in  that  form,  making 
the  proprietor  appear  Dr.  to  hit  ottsff ,  and  Cr,  hy  hit  liabUitiett 
through  being  drawn  out  tecundum  arlemy  and  in  ignorance  of 
principles.  Some  accountants,  whose  superior  knowledge 
cannot  be  doubted,  stiU  inadyertently  allow  their  names  to 
appear  in  balance-sheets  issued  in  that  absurd  form. 

ft  seems  necessary  to  add  that  the  correctness  of  form  of  a 
balance-sheet  docs  not  rest  upon  precedent,  nor  does  a  wrong 
form  become  right  through  oeing  prescribed  by  Parliament. 
Either  a  —  5  or<^a-|-6  must  be  used.  Both  are  coirect. 
Which  to  adopt  is  a  matter  of  common  sense.  If  the  balance- 
sheet  mu»t  be  rendered  as  a  Dr.  and  Cr.  account,  then  the 
Joint  Stock  Company's  form,  1862,  u  <As  oniff  form  fulfilling 
that  reptirement.    It  is  —  a  -f-  6.    E.g.  :— 

Dr.  The  English  Timber  Company,  Limited,  Cr. 

£     8. 
To  Shareholders*  for 

Capital 10,000  0 

„  Sundry  Creditors  5,000  0 

For,  if  rendered  as  a — 6,  it  would  appear  as  follows: — 
Sundry  pereone,   Shareholdere  and   Crelditore  of  the  English 
Tin&er  Company,  Limited,  in  €U!eount  with  the  Company. 
Dr.  £    s.        Cr.  £    s. 

To  Stock  of  Timber.    8,000  0    By  Share  Capital  ••  10,000  0 
„  Sundry    Debtors  „  Sundry  ^editors 

to  the  Company  7,000  0  of  the  Company     5,000  0 

I  leaTe  this  reduetio  ad  abeurdum  to  speak  for  itself.  It  com- 
pletes my  impeachment.  You  cannot  make  a  Dr.  and  Cr. 
account  in  the  form  of  '*The  World  in  account  with  the 
English  Timber  Company,"  for  "The  World"  as  used  in  the 
debate,  includes  nersons  and  interests  wholly  separate  and 
independent ;  and  incapable  of  being  tmited. 

But  a  Dr.  and  Cr.  account  is  of  necessit}r  the  account  of  one, 
and  of  only  one,  Tis.  A  ^^o  renders  it)  with  another,  or  with 
oUiers,  Tia.  B,  or  B,  C,  D.  &c.  (to  whom  A  renders  it).  '*  A" 
may  be  a  person,  or  a  firm  of  co-partners,  or  a  compsny  of 
shareholders;  but  cannot  be  more  than  one  body.  There  can 
be  no  departure  from  that  in  a  Dr.  and  Cr.  balance-sheet.  It 
is  an  account.  The  introduction  of  real,  in  addition  to  i>er- 
sonal  assets,  makes  no  differenee.  In  fine,  it  is  simply  impos- 
sible to  state  a  i.alance-sheet,  as  a  Dr.  and  Cr.  account,  in  any 
other  form  than  as  a  body  whose  affurs  it  represents  in 
account  with  all  other  persons  concerned.  '<A  in  account 
with  the  World"  is  correct.  But  *'The  World  in  account 
with  A" — well,  I  have  already  sufficiently  eharacterised  it. 

I  now  venture  to  say,  that  if  you  will  reperuse  Mr.  Guthrie's 
able  paper,  and  the  debate  a  d  subsequent  letters  thereon,  in 
connection  with  the  observations  I  have  made,  the  force  of  my 
criticism  will  be  perceived,  and  I  am  sure  you  will  find  it  a 
not  unprofitable  study. 

Mr.  Outhrie  is  quite  right  in  his  contention  that  there  is  no 
logical  obligation  to  issue  a  balance-sheet  in  the  form  of  an 
account.  Being  simply  a  statement  of  assets  and  liabilities,  it 
is  much  better  to  render  it  free  from  the  limitations  of  Dr., 
Cr.,  To,  and  By ;  for  only  few  laymen  understand  these  terms 

•  BtaAreholden  m  not  ordlaary  (^editors,  but  it  is  not  neewssry  for 
my  prsMat  purpose,  to  deflno  their  legal  pssitioo,  or  to  separate  capital 
sad  uaUUtisS,  as  is  doas  in  the  ftall  foxm. 


in  all  their  applications.    But. who  can  fail  to  understand  the 
following ; — 
Ealanee- sheet  of  the  English  Timber  Company,  Limited,  en 

December  31K,  1882. 


LUBILITZX8. 

£      B. 

On  Capital  Account 

to  Shareholders  . .  10,000  0 
On  Trade  Acooimt  to 

Creditors 5,000  0 

£15,000  0 


A881TS. 

£      8. 

I^berin  Stock. ..     8,000  0 
Due  by  Debtors •••     7,000  0 


£15,000  0 


Jh^JU  and  Loss  Account  for  12  numihi  ending  Dec.  2Ut,  1882. 


CHAROES  AND  LOSSES. 

£    s. 

Salaries,  &c 500  0 

Loss  on  Wilson's  Oak.   100  0 

Bad  Debts   200  0 

Depreciation  of  Stock  •     50  0 


£850  0 


FaOFITS. 

£    s. 

From  Sales  ••  ••• 850  0 


£850  0 


This,  in  the  main,  is  the  Joint  Stock  Company's  form,  but 
without  Dr.,  Cr.,  To,  and  Bj.  It  fulfils  Uie  statute,  and  does 
not  require  a  professional  mterpreter.  For  more  than  ten 
years  I  have  imposed  it  wherever  I  have  been  able  to  do  this 
as  auditor.  In  the  above  form  I  not  only  give  the  day  of 
balancing,  but  the  period  embraced  in  the  profit  and  loss  ac- 
count. All  ought  to  do  this.  How  often  is  the  former  headed 
balance-sheet  for  the  year;  and  Uie  latter  as  if  it  were  profit 
and  loss  of  a  single  day. 

When  there  is  no  statutory  or  other  limitation,  it  is  correct 
to  render  the  balance-sheet  as  follows,  viz.  :— 

Balance-sheet  of  the  English  Timber  Company,  Limited,  on 

December  dlst,  1882. 
Assets.  |  Lubilxtibs. 

But,  when  this  is  done,  its  accompanying  profit  and  loss  state- 
ment should  be  in  the  following  form,  via.  :— 

Profits.  |  Charges. 

For  either  the  scientific  form,  —  a  ^f  5,  should  be  used 
throughout,  or  the  popular  form,  a  —  b,  should  be  used 
throughout.  If  intended  only  for  accountants  and  mathema- 
ticians, the  scientific  form  would  of  course  be  adopted ;  but, 
looking  at  the  fact  that  the  chief  obiect  of  balance-sheets  is  for 
the  information  of  shareholders  and  the  public,  there  is  much 
to  be  said  in  favour  of  preferring  the  popular  form. 

{To  bs  concluded  in  our  next.) 


A    Lawyer,  of  the  school  of  Oxford  and  the  Inns  of 

^^  Court,  experienced  in  coaching  for  the  examinations  of  the  Institute 
of  Chartered  Acoonntants,  is  now  dnzing  the  remaining  interval 
erannning  priTste  readers  and  others  for  the  approaching  Intermediate 
and  Final.  Comnleto  notes,  tips,  and  set  papers  posted  to  gentlemen  in 
the  oonntry.  N.fi.— Personal  direction  dioing  the  i»^*"*1nft^5^Tif — Addicss 
*'  Jastidanus,"  The  Inner  Temple,  London,  B.C. ;  or  31  Bennett's  Hill, 
Burmingham. 

nrsnruTS  examinations.  ' 

AN  Experienced  Accountant  is  open  to  prepare  Can- 

^^  didates  for  examination,  either  hy  mirate  tnition  or  in  nlawwct.  For 
tcTms,  apply  to  "  Keyttone,**  otBoe  of  **Tho  Accountant,"  Bt  Stephen's 
Ghamben,  Tslegraph  street,  E.G. 


Letter-Press  and  LitbograpMc  Printing 

AT    LOW    TEBMS. 

WILLIAMS   &   STRAHAN'S 

7  LAWBENOB  LANE,  OHEAPSIBB. 

Letter  s&d  Note  Psper,  Memorandums,  Buled  Fonns,  and  all  Flonns 
specially  used  by  Aooountants,  suppUsd  at  shot  notios. 

STEAM    PRINTING  "works     LAMBETH,  &E, 


London:  Tkintsd  ftr  the  gfopiistor  by  WnxJAm  it  Btbabam,  7 Lawrence  Jmho,  Ch)e»i>sidei  E.O. 


Jnm  1, 188S. 


THE 


tMiitants' 


taknte'  fimrnal 


Vol.  I.— No.  3.] 


COmunCiTION  BETWEEH  iCCOUITilTS'  CLERKS. 

JULY  2.  1883. 


PmcB  6d.] 


NOTICE. 

The  Accountants'  Students'  Joubnal  is  pub- 
luhed  on  the  1st  of  the  months  price  6d.  per  copy,  or 
5s,  per  annum  in  advance.  All  communications 
thould  be  addressed  to  Gee  d  Co.,  St.  Stephens' 
Chambers,  Telegraph  Street,  London,  E.G. 


adopt  this  ooune,  we  beg  partiealurly  to  aoknowledga  with 
thanks  the  many  kind  offen  of  pzofesaional  help  we  have 
leoeiyed  from  all  qoarten. 
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nrSTITUTK  XZAMIKATIOKS. 

Li  another  column  will  be  found  some  of  the  questions  set 
in  the  Preliminary  Examination  of  the  Institute,  and  the 
whole  of  those  set  for  the  Intermediate  and  Final  Examina- 
tions  in  June  last.  We  have  not  inserted  the  whole  of  those 
sat  in  the  Preliminary  Examination,  as  we  consider  they  are 
tubj'Msts  which  are  common  to  a  general  education,  and 
therefore  would  not  be  of  special  benefit  to  the  readers  of 
oar  Journal.  We  have,  however,  chosen  such  of  them  as 
more  particularly  affect  the  raison  d^etre  of  an  Accountant. 

We  are  happy  to  say  that  we  have  made  arrangements  to 
give  such  model  answers  to  the  whole  of  these  questions  as 
we  think  would  enable  candidates  successfully  to  pass  the 
Board  of  Examiners.  These  model  answers  will  be  com- 
menced in  our  next  issue.    In  announcing  our  intention  to 


LaorUBBS  TO  BTUDBWTS. 

**  Honour  to  whom  honour  is  due."  The  candidates  for 
future  honours  must,  we  feel  assured,  appreciate  the  devo- 
tion to  their  interest  Evinced  by  leading  members  of  the 
profession  who  so  spontaneously  assist  our  subscribers  by 
lectures  on  various  topics  affecting  the  practice  of  the  pro- 
fession. Our  present  number  contains  several  lectures,  each 
of  which  is  worthy  of    careful  study  and  consideration. 

The  lecture  on  •*  Book-keeping "  (by  Mt.  Trevor, 
Manchester)  is  well  worthy  of  careful  study.  The  lecturer 
avoids  dogmatism,  and  directs  attention  to  various  adapta- 
tions of  the  principles  of  double  entry  by  various  writers  on 
the  subject,  leaving  the  student  free  to  follow  the  course 
which  he  may  prefer.  We  think,  however,  that  he  has 
misinterpreted  A.E.'s  description  of  a  Journal.  As  we 
understand  it  the  latter  uses  the  name  as  the  generic  term 
applied  to  a  series  of  books  which  together  form  the  Journal, 
and  his  contention  that  the  re-writing  of  entries  should, 
where  possible,  be  avoided,  certainly  supports  that  construc- 
tion. The  question  as  to  whether  Bills  receivable  should  be 
treated  as  cash  has  given  rise  to  many  a  discussion,  the 
answer  to  which  doubtless  is  influenced  by  the  expediency 
in  each  particular  case.  In  like  manner  the  propriety  of 
discount  columns  in  the  cash  book  must  depend  on  the 
frequency  of  their  occurrence.  If  they  are  the  rule  rather 
than  the  exception,  economy  of  labour  is  effected  by  such  a 
oolunm,  but  if  they  are  the  exception  rather  than  the  rule, 
waste  of  space  must  be  the  result.  Mr.  Trevor  gives  some 
sound  practical  advice  with  regard  to  the  simply  mechanical 
work  of  book-keeping,  and  very  useful  hints  as  to  the  sub- 
divisions of  costs  and  production,  and  the  preparation  of 
departmental  profit  and  loss  accounts  where  the  manu- 
factures are  varied. 

In  connection  with  joint  stock  company  balance-sheets, 
he  condemns  the  placing  of  capital  before  liabilities  as  being 
illogical — as  it  undoubtedly  is — because  capital  is  the 
balance  of  assets  remaining  after  due  provision  has  been 
made  for  the  liabilities.  It  is  a  matter  of  regret  that  the 
lectarer  was,  by  limit  of  time,  prevented  from  extending  his 
remarks  to  aucUting. 

The  lecture  of  Mr.  Qeo.  Banner  is  both  instructive  and 
interesting.  Therein  he  shows  us  that  far  from  being 
monotonous,  no  profession  can  be  more  varied  and  interesting. 
MHiat  greater  pleasure  can  we  hope  for  than  the  power,  bj 
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sldU,  intelligence  ftnd  tact,  of  helping  our  clients  to  avoid 
rocks  and  shoals,  and  showing  them  how  to  derive  the 
greatest  amount  of  advantage  from  their  labours  with  the 
minimum  of  risk  ? 


BOOK-KEEFINO. 

SingU'Entry^continued, 

Caah-Book* 

In  single  entry  proper  this  book  is  limited  to  a  single  cash 
column  on  cither  side,  unless  an  inner  column  be  used  for 
details.  In  such  case  the  inner  column  is  called  the  *'  non- 
effective "  and  the  outer  the  "  effective  "  or  extentioncolunm. 
Moneys  received  are  put  on  the  left  or  debit  side,  moneys 
paid  on  the  right  or  credit  side,  the  trader  being  a  debtor  to 
the  party  paying  him  (in  respect  of  the  sum  received),  and  a 
creditor  of  the  person  he  pays  (in  respect  of  the  sum  paid). 
When  a  single  entry  banking  account  is  kept,  it  is  necessary, 
unless  a  separate  cash-book  is  kept,  to  post  the  banking 
items  in  order  to  ascertain  how  the  account  stands,  no 
distinction  between  house  and  bank  being  drawn  by  columns, 
as  is  now  generally  the  case  in  double  entry.  The  cash 
should  be  balanced  periodically,  weekly  or  monthly,  and  the 
balance  be  carried  forward  to  begin  the  next  period  with. 

We  propose  later  on  to  publish  several  forms  of  single  and 
double  entry  cash-book,  in  order  that  our  readers  may  be 
able  to  examine  the  workings  and  respective  advantages 
and  disadvantages  tliercof. 

We  have  said  that  the  ledger  is  one  of  the  principal  books 
of  account.  This  fact  arises  from  it  being  utilised  for  the 
making  of  direct  entries  for  the  adjustment  of  the  personal 
accounts  by  putting  in  such  items  as  discounts,  mterest, 
allowances,  &c.  without  which  the  accounts  would  be 
incorrect. 

ITijhrid  Si/alnus. 

Single  entry,  pure  and  simple,  is  now  comparatively  rare. 
For  instance,  in  a  partnership  one  generally  finds  that  some 
sort  of  "  memorandum  book  "  is  kept  for  the  purpose  of 
recordini(  the  capital  and  drawings  of  the  respective  partners ; 
such  a  book  is  in  reality  a  (fractional)  "  nominal  ledger." 

Many  traders  who  are  anxious  to  watch  and  control  their 
trading,  keep  most  elaborate  memoranda  with  regard  thereto, 
buch  as  daily,  weekly,  or  monthly  abstracts  of  purchases, 
pales,  expenses,  &c. ;  and,  in  fact,  perform  far  more  labour 
than  would  be  involved  in  an  accurate  and  methodical 
system  of  double  entry,  and  yet  when  shown  how  to  simplify 
and  economise  the  work,  either  decline  to  adopt  £he 
improvements  or  fail  in  the  working  out  thereof,  because, 
however  practical  their  experience  may  be,  they  have  no 
theory  to  keep  them  right. 

In  single  entry  proper  a  trader's  balance  sheet  is  in  reality 
only  a  statement  of  affairs,  showing  on  the  one  side  the 
liabilities,  and  on  the  other  the  assets,  the  difference 
being  the  capital  or  deficiency  as  the  case  may  be. 

This  capital  (or  deficiency)  he  compares  with  what  he 
started  with,  and  thus  ascertains  how  much  he  has  gone  to 
the  good  or  the  bad  during  the  period,  but  unless  he  takes 
his  drawings  into  account  it  affords  no  criterion  as  to  his 
profit  or  loss,  and  he  may  have  been  cheated  and  robbed  with 
impunity  by  an  employ^  who  is  really  up  in  book-keeping. 
Defalcations  arising  out  of  the  facilities  afforded  by  single- 
entry  are,  indeed,  a  source'  of  considerable  business  to 
accountants;  and  very  often  the  client  has  no  suspicion 
nntil  serious  mischief  has  been  done,  uid  not  always  then, 
for  we  have  before  now  seen  a  client  greatly  surprised  and 


hardly  able  to  believe  that  he  has  been  systematically 
robbed  even  when  the  accountant's  investigation  has  made 
the  fact  patent. 

Conversuni  of  Single  into  Double-Entry, 

In  a  recent  lecture  Mr.  Whinney  expressed  regret  that  the 
useful  training  which  accountants*  clerks  obtained  in  the 
preparation  of  cash,  trading,  and  deficiency  accounts  under 
former  bankruptcy  laws  is  now  so  rarely  obtainable.  The 
preparation  of  such  accounts  was  in  effect  the  conversion  of 
single  into  double  entry.  The  conversation  is  effected  by  a 
full  and  systematic  analysis  of  cash-book  and  ledgeraccounts, 
purchases  and  sales,  &c. 

Cash-book  Analysis, 

The  first  step  is  thoroughly  to  examine,  verify,  and  agree 
the  cash,  both  house  and  bank,  starting  with  the  original 
balances — that  is,  the  amounts  in  house  and  at  bank,  and 
bringing  down  the  correct  balances,  whether  weekly, 
monthly,  quarterly,  or  annually,  depends  of  course  on  the 
circumstances.  Because  every  item  in  the  cash-book  is 
accounted  for,  it  is  not  a  necessary  sequence  that  the  cash 
is  correct.  Amounts  may  have  been  suppressed  or  over- 
charged, and  the  items  shown  in  the  cash  book  may  upon 
examination  prove  to  differ  greatly  from  those  in  the  ledger. 
For  instance,  we  remember  a  case  where  several  thousand 
pounds  had  been  embezzled  within  a  comparatively  short 
period,  and  the  principal  had  no  suspicion,  because  the  daily 
cash  agreed  tvith  the  bank  pass-book.  The  fraud  was  simple. 
A  smaller  sum  than  that  really  received  was  charged  to  cash 
and  credited  to  the  customer,  and  the  difference  afterwards 
made  up  by  transfers  or  adjustments  of  a  fictitious  nature. 
TJie  bookkeeper  sent  out  all  invoices  and  accounts  current ^  in 
which  he,  of  course,  put  the  right  amounts.  The  form  of 
paper  used,  called  **  Analysis  Paper,**  is  ruled  with,  or  with- 
out "  date  "  or  '*  particular  "  columns  according  to  what  is 
required,  and  as  many  money  columns  as  are  necessary  for 
the  various  "  nominal  '*  accounts pZ//s  a  **  personal  **  column. 
The  Receipts  arc  taken  first  on  one  or  more  sheets,  and  the 
castings  of  the  various  columns,  together  with  the  money 
balances,  at  starting  show  the  total  to  debit  of  cash.  The 
*'  personal  "  column  must  of  course  agree  with  the  amounts 
posted  to  credit  in  the  ledger.  In  an  ordinary  merchant's 
business  the  columns  required  would  be  few,  such  as  debtors, 
(personal)  bills  receivable,  cash  (ready  money),  sales,  com- 
mission, &c. 


JOINT-STOCK  COMPANIES. 

The  Registrar's  Certificate  is  satisfactory  evidence  that 
the  requirements  of  the  Act  have  been  complied  with.  The 
company  after  its  incorporation  has  also  power  to  purchase 
and  nold  lands  to  itself  and  its  successors,  but  if  it  is  not 
formed,  for  the  acquisition  of  gain  it  cannot  hold  more  than 
two  acres  of  land,  except  by  the  permission  of  the  Board  of 
Trade,  who  may  grant  its  license  to  hold  any  quantity  of 
land,  and  on  such  conditions  as  they  think  fit  to  impose. 
Whatever  may  be  the  object  for  which  the  company  is 
formed  it  may  hold  land  in  various  quantities  ;  if  a  trading 
company  it  may  hold  it  without  any  special  limit  as  to 
extent,  but  in  a  company  not  formed  for  the  acquisition  of 
gain,  as  we  have  seen,  the  quantity  is  not  to  exceed  two 
acres.  There  is  this  peculiarity  in  connection  with  the 
holding  of  land  by  a  company,  viz.,  that  the  sliares  in  it  are 
considered  personal  property ;  although  land  held  by  a 
private  individual  is  looked  upon  by  the  law  as  real  property, 
and  is  guarded  by  the  law  with  great  jealousy,  and  descends 
to  the  heirs  of  the  owner  on  his  death  and  does  not  follow 
the  rules  of  distribution  attached  to  personal  estate.    The 


July  2,  1883. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL. 


No.  3.    43 


only  shares  in  any  public  company  that  are  considered  real 
property  are  the  shares  of  the  Now  River  Company,  and  any 
share  or  part  of  a  share  in  that  prosperous  undertaking 
would  in  case  of  intestacy  descend  to  a  man's  heirs  and  not 
to  his  personal  representatives.  If  a  member  of  a  company 
wishes  for  a  copy  of  the  memorandum  and  articles  of 
association  the  company  is  bound  to  supply  him  with  one  on 
payment  of  one  shilling,  or  such  less  sum  as  shall  be  named 
ly  the  company  for  each  copy.  No  company  shall  be 
re^^ihtered  by  the  name  of  one  already  in  existence,  neither 
iiy  a  name  .so  similar  as  to  be  likely  to  cause  a  mistake  in 
the  indentity  of  the  two  companies. 

In  a  case  of  that  kind  the  company  infringing  the  name  of 
one  already  existing  can  be  restrained  from  making  use  of 
Each  name  by  an  injunction.  The  shares  of  a  company  are 
to  be  numbered,  and  |  every  proprietor  knows  what  is  the 
number  of  each  of  his  shares,  and  in  case  of  transferring 
thei§  does  so  by  such  number.  The  shares  of  a  company 
being,  as  we  have  said,  personal  property,  and  devolving  after 
the  death  of  a  shareholder  to  his  personal  representatives,  it 
follows  that  such  personal  representatives  can  transfer  his 
^h&ies,  although  they  themselves  are  not  members  of  the 
company. 

If  a  person  agrees  (which  he  usually  does  when  he  signs 
the  forai  of  application)  to  take  a  certain  number  of  shares 
or  any  Jess  number  that  may  be  allotted  to  him,  he  becomes 
in  fact  from  that  time  a  ^areholder  in  the  concern,  and 
cannot  refuse  aiterwards  to  take  up  the  shares  that  have 
been  allotted  to  him,  nor  refuse  to  pay  the  calls  made  upon 
snch  shares,  nor  to  decline  his  responsibility  with  regard  to 
tliem.  If  there  has  been  fraud  on  the  part  of  the  promoters 
of  the  company,  and  if  the  prospectus  has  made  false  state- 
ments calculated  to  deceive,  and  he  has  taken  shares  on  the 
Ttith  of  such  statements,  in  any  such  case  the  court  would 
come  to  his  relief  and  nullify  the  contract.  In  order  to 
obtain  the  interference  of  the  court  in  the  matter  of  that 
kind  the  evidence  of  fraud  would  have  to  be  conclusive, 
because  it  would  be  a  very  convenient  way  for  a  man  who 
has  made  a  bad  bargain  to  come  into  court  and  say  he  had 
taken  up  shares  in  a  company,  being  influenced  in  so  doing 
by  representations  that  were  fraudulent,  and  so  endeavour 
to  avoid  the  consequences  of  his  act.  To  prevent  that  being 
done  the  evidence  brought  forward  in  support  of  his  applica- 
tion must  be  clear  and  conclusive,  and  therefore  the  Act 
says,  that  every  person  "who  has  agreed  to  become  a 
member  of  a  company  under  this  Act,  **  shall  be  considered 
to  be  a  member.'*  A  book  must  be  kept  by  every  company 
containing  a  register  of  the  names,  addresses  and  occupations 
of  the  members,  also  the  shares,  and  the  number  of  such 
shares  held  by  each  member,  together  with  the  amount  paid 
or  agreed  to  be  considerd  as  paid  on  each  share.  Also  the 
date  when  each  member  of  the  company  was  entered  on  the 
register,  and  the  date  when  he  ceased  to  be  a  member.  The 
penalty  imposed  upon  the  company  for  omitting  to  keep  such 
a  register  is  £5  for  every  day  of  such  omission,  and  every 
director  and  manager  who  knowingly  and  wilfully  neglects 
t3  keep  such  account  is  liable  to  the  like  penalty.  A 
company  witli  capital  divided  into  sharcH  under  this  Act  has 
to  make  once  at  least  every  year,  a  list  of  all  persons  who 
v>ere  members  of  the  company  within  a  fortnight  after  the 
hr-t  general  meeting  held  during  the  year,  and  the  list  must 
contain  the  names,  addresses,  and  occupations  of  every 
member,  and  number  of  shares  held  by  each,  and  must 
specify  the  amount  of  capital,  and  the  total  number  of  shares 
of  the  company  ;  also  the  number  of  shares  actually  taken 
up  at  the  d!ate  of  the  list,  the  amount  of  calls  made  up  to 
date  on  each  share  ;  the  amount  of  money  iu  hand  from 
sach  calls  ;  the  total  amount  of  calls  unpaid  ;  the  number 
of  shares  forfeited  on  account  of  non-compliance  or  other- 
wise with  the  requirements  of  the  company ;  and  the  names, 
addreiises,  and  occupations  of  the  shareholders  who  have 
ceased  to  be  such  since  the  last  meeting,  and  the  number  of 
shares  held  by  each. 


SHEFFIELD  CHARTERED  ACCOUNTANTS' 
STUDENTS*  SOCIETY. 


A  meeting  of  articled  and  other  clerks,  in  the  service  of 
Chartered-  Accountants,  who  are  preparing  for  the  final 
examination  of  the  Institute  of  Chartered  Accountants  in 
England  and  Wales,  was  held  at  Whamcliffo  Chambers, 
Bank-street,  Sheffield,  on  Thursday,  the  14th  June,  with  T. 
G.  Shuttleworth,  Esq.,  F.C.A.  (Tasker  and  Shuttleworth),  in 
the  chair;  when  it  was  unanimously  resolved  to  form  a 
Chartered  Accountants*  Students*  Society. 

The  following  were  appointed  a  committee  to  draft  rules 
and  regulations  to  be  submitted  to  a  subsequent  meeting: — 
E.  Beardfahaw  (Messrs.  John  Watson  and  Sons),  J.  W. 
Best  (Messrs.  Talker  and  Shuttleworth),  L.  C.  Cropper 
(Messrs.  Knox  and  Burbidge),  W.  B.  Maxey  (Messrs.  Edward 
S.  Foster  and  Son),  and  John  Wortlcy  (Messrs.  Barber 
Brothers  and  Wortlcy),  with  |iower  to  add  to  their  number 
tliree  members  of  the  SlietHeld  Incorporated  Society  of 
Chartered  Accountants,  who  are  willing  to  become  honorary 
meniberrf. 

^Ir.  John  W.  Best  was  requested  to  act  as  Hon.  Sec.  until 
the  election  of  Ofticers. 

The  Chairman,  in  congratulating  those  present  on  the 
formation  of  the  Society,  said  that  he  had  the  honour  of 
presiding  at  a  meeting  of  accountants  held  in  1877,  when  a 
society  of  accountants  was  formed  in  Sheffield.  That 
society  was  one  of  the  four  which  were  instrumental  in 
obtaining  the  Charter  which  had  so  raised  the  status  of  the 
profession.  It  was  with  great  pleasure  that  he  consented  to 
take  the  chair,  at  this  the  first  meeting  in  connection  with 
the  Students'  Society,  which  Society  he  had  no  doubt  would 
be  a  success.  He  should  be  most  happy  to  do  anything 
that  he  could  to  further  the  interests  of  the  Society. 

The  proceedings  were  brought  to  a  close  by  a  hearty  vote 
of  thanks  to  the  Chairman. 


BIRMINGHAM  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


DUTIBS  OF  TRUSTEES  Ilf  LIQUIDATIONS   AKD    BAMKRUPTCIES, 
AND  OP  LIQUIDATORS  UNDER  THE  COMPANIES  ACTS. 

A  paper  on  "  Trustees  and  Liquidators :  their  Duties  and 
Powers,"  was  read  to  the  members  of  the  above  Society,  on 
Tuesday,  the  12th  December,  by  Mr.  Walter  N.  Fisher, 
F.C.A.  The  President  of  the  Society,  Mr.  Edward  Carter, 
F.C.A.,  occupied  the  chair,  and  there  were  about  75 members 
present. 

Mr.  Fisher  having  congratulated  the  Society  upon  its  pro- 
motion and  the  success  it  had  in  so  short  a  time  achieved, 
said :  I  will  deal  with  the  matter  in  the  following  order. 
As  to  trustees  ; — 

1st. — Trustees  under  Composition. 

2n.d. — Trustees  under  Liquidation. 

3rd.— Trustees  under  Bankruptcy. 

To  assist  you  in  understanding  tne  subject  I  must  digress 
a  little,  and  by  way  of  illustration  bring  before  you  a  meet- 
ing of  creditors,  and  the  appointment  of  a  trustee. 

Imagine,  then,  a  meeting  of  creditors  summoned  under 
the  section  relating  to  liquidation  by  arrangement  or  coin- 
position  with  creditors,  the  necessary  formal  ties  as  to  filing 
a  petition,  tlie  appointment  of  a  receiver  or  manager  restrain- 
ing execution  creditors  where  necessary,  the  issuing,  of 
notices  to  creditors  summoning  the  meeting  and  the  like,  as 
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laid  down  in  the  Rules  and  Orders  of  tlie  Bankruptcy  Act, 
1869,  haying  been  gone  through  (all  of  which  have   no 
relation  to  my  present  lecture),  we  come  to  the  day   on 
which  the  creditors  may  be  considered  to  have  assembled  at 
the  statutory  meeting  either  in  person  or  by   proxy,    at 
which  said  first  meeting  of  creditors  there  must  be  at  least 
a  quorum  of  8  or  all  the  creditors  if  the  number  does  not 
exceed  8 ;  the  chairman  having  by  a  majority  present  been 
elected,  the  debtor,  under  a  recent  decision,  must  be  called 
into  the  room,  and  the  statement  of  affairs  about  to  be  sub- 
mitted to  the  meeting  on  his  behalf  having  been  handed  to 
him,  he  must  be  asked  if  the  statement  of  affairs  produced 
in  duplicate  in  accordance  with  Bule  92  of  the  Act  of  1869 
containing  his  signature  is  his  statement,  and  whether,  to 
the  best  of  his  knowledge  and  belief,  it  sets  forth  the  whole 
of  his  liabilities  and  assets.    The  answer  having  been  given 
in  the  affirmative,  the  meeting  is  asked  if  it  is  their  wish 
for  the  debtor  to  remain  in  the  room ;  if  not — at  ifl  the 
general  rule — a  special  resolution  to  that  effect  must  be 
taken  and  filed  with  the  other  resolutions  passed  at  the 
meeting.    Next  follows  the  handing  in  to  the  chairman  the 
proofs — by  which  I  meant  affidavits  duly  sworn  to  before 
commissioners,   as    to    the    correctness   of   the    amounts 
claimed  ;  such  affidavits  may  be  made  by  one  partner,  when 
more    than   one,    for  self  and  partner,  or  by  a  clerk  or 
rejsreseutative  of  a  creditor,  in  the  latter  case  stating  that 
it  18  within  his  own  knowledge  that  the  amount  is  due,  and 
that  he  is  authorised  to  make  such  proof.    A  proxy,  how- 
ever, can  only  be  signed  by  the  individual  creditor ;  a  mem- 
ber of  a  firm  must  sign  "for  self  and  partner,"  or  if  a 
joint  stock  company  it  is  signed  by  the  manager,  or  manag- 
ing director,  under  the  seal  of  the  company,  and  by  author- 
ity of  the  board  of  directors.  The  proo&  having  been  handed 
in,  then  follows  the  reading  over  the  names,  amounts  and 
considerations  set  forth  in  the  proofs,  and  the  passing  or 
rejecting  of  them.    This  over,  the  general  practice  is  for  the 
receiver  to  read  the  debtor's  statement  of  affairs,  and  to 
give  such  information  as  may  be  necessary  in  connection 
therewith.    Then  comes  the  report  of  the  receiver,  generally 
followed  by  a  discussion  as  to  the  debtor's  affairs,  and  the 
consideration  of  any  offer  of  composition  which  may  be 
made  on  the  debtor's  behalf.    Now,  assuming  an  offer  of 
composition  has  been  made,  five  courses  are  open  to  the 
creditors. 

1.  They  may  either  resolve  on  accepting  such  offer  of 
composition. 

3.  Or  they  may  resolve  to  wind  up  the  estate  in  liquida- 
tion. 

8.  Or  they  may  resolve  to  wind  up  the  estate  in  bank- 
ruptcy. 

4.  Or  they  mtky  adjourn  the  meeting. 

6.  Or  the  meeting  may  be  dissolved  without  any  resolu- 
tion bein.^  passed. 

Having  b.iefly  led  you  up  to  this  point,  I  ask  you  to 
follow  me  to  the  passing  of  a  resolution  accepting  the 
debtoi's  offer  of  composition.  To  do  this  legally  requires  a 
majority  in  number  and  three-fourths  in  value  of  the 
creditors  attending  the  meeting  in  person  or  by  proxy  to 
vote  in  its  favour.  This  resolution  being  carried,  it  is  ttien 
necessary  for  a  2nd  meeting  to  be  held  not  less  than  7,  or 
more  than  14  days  from  the  date  of  the  1st  meeting,  and  at 
the  same  hour  and  place,  unless  otherwise  determined  upon 
by  special  resolution  passed  at  the  fint  meeting.  No 
creditor  can  vote  at  either  meeting  until  he  has  made  the 
statutory  declaration  or  proof  of  debt.  The  voting  at  an 
adjourned  meeting  is  governed  by  a  mo.jority  in  number  and 
amount ;  credftors  whose  debts  are  £10  and  upwards  being 
reckoned  in  the  majority  in  number,  creditors  under  £10 
counting  in  amount  only.  The  debtor  must  attend  both 
meetings,  unless  prevented  by  sickness  or  other  preventible 
c^use,  then  a  medical  certificate  is  generally  produced. 
Now  we  come  to  the  trustee.  The  general  practice  is  to 
appoint  a  trustee  to  receive  and  distribute  the  composition 


or  composition  bills,  whose  special  duties  are  to  examine  the 
proofs  and  claims  as  filed  or  set  forth  in  the  debtor's  state- 
ment of  affairs ;  to  prepare  a  composition  list,  giving  number 
of  creditors,  names,  addresses,  occupations,  amount  of 
claims;  to  calculate  amount  of  comporition ;  to  discover 
what  bills  or  promissory  notes  are  held,  and  to  have  them 
produced  on  payment  of  composition.  Where  the  composi- 
tion is  payable  in  promissory  notes,  the  trustee  draws  the 
said  promissory  notes  and  obtains  the  necessary  signature 
of  the  debtor,  and,  where  necessary,  of  his  surety  or 
sureties,  u^iless,  as  sometimes  happens,  covering  security  is 
given  by  the  surety.  Then,  with  as  little  as  possible,  the 
trustee  distributes  the  composition  bills  to  the  creditors 
entitled  thereto,  taking  special  care  that  all  acceptances 
held  by  a  creditor,  bearing  the  debtor's  signature,  are  given 
up  to  the  trustee  in  exchange  for  the  composition  bills, 
unless  they  bear  the  name  or  signature  of  a  third  person ; 
then  each  bill  should  be  endorsed  by  the  trustee  in  the 
following  words : —  • 

In  the  matter  of 
Composition  of  in  the  £,  paid  by  me  on  this  bill. 

Dated  this  day  of  188  Signed 

Trustee. 

Where  a  composition  or  dividend  is  claimed  by  executors, 
the  probate  should  be  always  produced  to  the  trustee  and 
•xhibited  previously  to  the  trustee  paying  over  the  amount 
claimable.  It  is  further  necessary  on  the  appointment  of 
trustee  under  a  composition,  to  have,  if  possible,  a  resolu- 
tion passed  authorising  the  receiver  or  trustee  to  retain 
possession  of  the  debtor's  estate  until  the  composition  bills, 
and  all  costs  and  charges  incidental  to  the  proceedings,  are 
placed  in  the  hands  of  the  trustee,  or  otherwise  provided 

*or. 

I  now  pass  to  the  duties  of  a  trustee  under  uqmdation. 
The  creditors  at  a  first  meeting  having  resolved  upon  liquid- 
ation, pass  the  following  resolutions  : — 

That  the  affairs  of  be  liquidated  by  arrange- 

ment, and  not  in  bankruptcy. 

To  carry  this  resolution  the  voting  is  the  same  as  under  a 
composition,  three -fourths  in  value  a  majority  in  number 
whose  debts  are  £10  and  upwards,  but  under  a  resolution 
for  liquidation  no  second  meeting  is  necessary.  The  next 
resolution  appoints  the  trustee,  with  the  words  generally 
added  **  at  such  remuneration  as  the  committee  of  inspec- 
tion shall  from  time  to  time  determine."  If  no  conunittee, 
then  the  remuneration  must  be  allowed  by  the  creditors  in 
meeting  assembled  for  that  purpose.  Next,  a  committee  of 
inspection  is  appointed,  which,  as  a  rule,  gives  valuable 
assistance  to  a  trustee,  and  the  appointment  of  which  is 
satisfactory  to  the  general  body  of  croditors.  A  committee 
cannot  consist  of  more  than  5,  and  the  quorum  should  tie 
always  determined  by  the  meeting. 

The  resolutions  having  been  duly  registered,  the  trustee 
receives  his  certificate  of  appointment  under  seal  of  the 
Court.  Uis  duties  then  commence,  the  liquidation  com- 
mencing from  the  date  of  appointment  of  the  trustee. 

He  will  first  call  a  meeting  of  the  committee  of  inspec- 
tion, and  take  the  necessary  resolutions  as  to  realising  the 
estate,  whether  by  public  auction,  private  treaty,  or  by 
tender;  and  as  to  the  collection  of  book  debts,  and  the 
appointment  of  banker,  solicitor :  and  any  other  resolutions 
as  to  continuing  the  business  or  otherwise,  as  the  necessity 
of  each  case  may  determine. 

The  trustee's  powers  under  liquidation  are  in  very  many 
points  the  same  as  those  of  a  trustee  in  bankruptcy,  and 
where  there  is  no  committee  of  inspection  a  trustee  may  act 
on  his  own  discretion.  As  to  the  special  duties  of  a  trustee 
under  liquidation  :  assuming  first  that  the  receiver  is  not 
continued  as  trustee,  then  the  latter  should  obtain  the 
I  receiver's  or  manager's  account,  which  a  receiver  is  bound 
under  Bule  108  to  render.  This  done,  and  the  trustee 
having  made  himself  familiar  with  the  acts  of  the  receiver, 
he  should  forthwith  proceed,  under  the  resolution  passed  by 
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the  coxnmittee,  to  realise  the  estate  and  to  get  in  the  out- 
standing property.  He  should  examine  the  proofs  and 
compare  tne  same  with  the  debtor's  statement  of  affairs, 
and,  where  necessary,  make  diligent  inquiry  in  ascertaining 
the  bona  fide*  of  such  proofe,  and  admit  or  reject  as  circum- 
stances may  dictate.  Should  it  be  found  necessary  to 
reject  the  proof  of  any  creditor  a  memorandum  of  the 
trustee's  objection  and  disallowance  must  be  endorsed  on 
the  proof  objected  to  and  filed  at  the  Court.  Notice  must 
be  gi^en  to  such  creditor  by  post  in  the  form  given  in  the 
schedule  provided  in  the  BarOaruptcy  Act,  1869,  which  also 
orders,  that  where  a  creditor  is  resident  in  Europe  the 
trustee  shall  be  entitled  to  exclude  from  dividend  any  such 
claimant  or  creditor  whose  debts  he  so  rejects,  unless  such 
creditor  shall  within  fourteen  days  from  the  time  of 
receiving  such  notice  apply  to  the  Court  to  admit  his  proof 
and  proceed  with  the  application  thereof.  Should  a 
creditor  whose  proof  a  trustee  excludes  reside  out  of  Europe, 
then  such  length  of  time  shall  be  given  as  the  Court  may 
order.  In  regard  to  proofs  of  secured  creditors,  it  is  laid 
down  in  Bule  272,  that  unless  such  secured  creditors  shall 
have  realised  their  security^  they  shall  previously  to  being 
allowed  to  prove  or  vote  state  in  their  proofs  the  particulars 
of  iheir  security,  and  the  value  at  which  they  assess  same, 
and  be  deemed  creditors  for  the  balance  only  after  deduct- 
ing the  assessed  value  of  their  security ;  it  is  also  specially 
ruled  that  any  secured  creditor  so  proving  shall  be  bound  to 
pay  over  to  the  trustee  the  amount  which  his  security  shall 
produce  beyond  the  amount  of  the  assessed  value,  and 
further  the  trustee  may  at  any  time  before  the  realisation  of 
such  security  by  the  creditor,  ledeem  the  same  upon  pay- 
ment of  such  assessed  value ;  but,  on  the  other  hand,  the 
creditor  cannot  increase  his  proof  in  the  event  of  his  security 
realising  less  than  the  value  at  which  he  may  have  previously 
assessed  it.  So  much  for  proofs.  Another  important  duty 
of  a  trustee  under  liquidation  is  the  disclaiming  of  leases. 
Section  23  sets  forth  the  nature  of  property  disclaimable, 
and  Section  24  the  limitation  of  time  allowed ;  both  these 
sections  I  sjpecially  commend  to  your  careful  study.  Again, 
it  is  equally  important  that  a  trustee  should  watch  the 
interests  of  creditors  in  regard  to  that  vexed  question  of 
fixtures,  as  to  what  belongs  to  the  landlord  and  what  to  the 
estate.  Legal  decisions  go  to  show  that  "  after  a  trustee  in 
a  bankruptcy  has  executed  a  disclaimer  of  a  lease  vested  in 
the  bankrupt,  he  is  not  entitled,  even  though  he  be  in 
possession  of  the  leasehold  premises,  to  remove  the  tenant's 
fixtures."  The  effect  of  the  disclaimer  is  to  ffive  the  land- 
lord an  absolute  title  to  the  fixtures  as  from  the  date  of  the 
order  of  adjudication.  (The  lecturer  here  quoted  one  or 
two  recent  decisions  in  support  of  this  opinion.)  I  may  note 
in  passing  that  no  person  is  entitled  as  against  a  trustee  to 
withhold  possession  of  any  books  of  account  of  a  debtor,  or 
to  claim  a  lien  thereon.  A  trustee  must  always  bear  in 
mind  that  the  Act  provides  that  the  property  devisable 
amongst  creditors  shall  exclude — 

1.  Property  held  by  the  debtor  or  bankrupt  on  trust  for 
any  other  person. 

2.  The  tools  (if  any)  of  the  debtor's  trade  and  the 
necessary  wearing  apparel  and  bedding  of  himself,  wife  and 
children  to  a  value,  mclusive  of  tools,  apparel  and  bedding, 
not  exceeding  £20  in  the  whole. 

We  will  next  take  preferential  debts.  The  debts  payable 
in  priority  to  all  others  are : — 

All  parochial  or  other  local  rates  due  at  the  date  of  the 
petition,  and  having  become  due  within  twelve  months 
before  such  petition ;  all  assessed  taxes,  land,  property,  or 
income  tax  assessed  up  to  the  5th  day  of  April  next  before 
the  date  of  the  petition,  not  exceeding  one  year  in  all.  All 
wages  or  salary  of  any  clerk  or  servant  in  the  employ  of  a 
debtor  at  the  date  of  petition,  not  exceeding  four  months' 
wages  or  salary  and  not  exceeding  £60.  All  wages  of  a 
labourer  or  |worknian  not  exceeding  two  months.  Other 
than  these  exceptions,  all  debts  are  payable  jpari^pcusu. 


Want  of  time  prevents  my  speaking  in  detail  as  to  the 
power  and  duties  of  a  trustee  relating  to  set-offs ;  claims  in 
regard  to  apprenticeship ;  rents  and  law  of  distress ;  com- 
promises; prosecutions  for  concealment  of  property:  pre- 
ferential or  fraudulent  payments ;  notice  to  postmasters  as 
to  delivery  of  letters  to  the  trustee  when  necessary,  pending 
realising  or  carrying  on  the  business ;  the  gnmting  of  an 
allowance  to  a  debtor ;  the  order  of  debtor's  discharge ;  ex- 
amination of  the  debtor  or  witnesses  before  the  trustee  or 
Court ;  the  taxation  of  costs  and  charges :  the  obtaining 
allocaturs  for  such  costs  or  charges  in  accordance  with  the 
resolution  of  creditors,  as  ordered  by  subsequent  rules  to  the 
1669  Act ;  the  desJins  with  an  estate  under  what  is  called 
the  28th  section ;  and  many  other  matters  of  equal  interest 
and  importance  to  the  students  of  this  society.  I,  however, 
hope  the  mention  of  these  subjects  will  cause  you  to  study 
them  for  yourselves  as  set  forth  in  the  rules  and  orders. 

I  must  now  ask  you  to  assume  that  the  estate  of  a  li<rai- 
dating  debtor  has  been  all  realised,  and  the  book  debts 
collected.  As  to  the  latter,  I  usually  issue  a  first  applica- 
tion, giving  the  debtors  seven  or  ten  days  to  pay;  to  the 
defaulters  I  issue  a  second  application,  giving  five  days  to 

Eay :  after  then  all  outstanding  accounts  are  placed  in  the 
ands  of  the  solicitor  to  the  estate.  The  assets,  then,  I 
repeat,  having  been  collected,  my  practice,  as  well  as  that 
of  I  believe  the  majority  of  Chartered  Accountants,  is  to 
place  the  amounts  realised  into  a  separate  baiik  account, 
approved  by  the  committee  of  inspection.  I  believe  this  to 
be  importuit  both  in  the  interest  of  the  trustees  and 
creditors.  As  far  as  I  am  personally  concerned,  I  would 
make  it  compulaory  for  every  trustee  to  be  compelled  to 
open  a  separate  bank  account  where  the  assets  in  any  case 
amount  to  £50  or  upwuds.  If  this  were  done,  and  proxies 
were  only  applicable  to  the  particular  purpose  for  which 
they  were  specially  authorised  (not  as  now,  for  various 
meetings  and  purposes,  which  leads  to  so  much  mischief 
and  abuse),  and  a  trustee  under  liquidation  were  compelled 
periodically  to  forward  a  copy  of  his  accounts  either  to  the 
Comptroller  in  Bankruptcy  or  to  the  Begistrar  of  the  Local 
Courts,  and  to  subject  them  to  the  same  supervision  and 
scrutiny  as  the  accounts  of  a  trustee  in  bankruptcy  ;  and  a 
fixed  scale  of  remuneration  or  charges  provided  by  percent- 
age on  the  assets  collected  or  divided  or  otherwise ;  then  to 
my  mind  there  would  be  little  or  no  need  for  so  much  cry- 
ing out  against  the  present  Bankruptcy  Act,  and  we  should 
hear  less  of  the  abuse  of  the  present  system.  I  am  stronglv 
of  opinion  that  with  the  modifications  just  suggested,  which 
would,  I  am  sure,  be  heartily  approved  of  and  hailed  with 
special  satisfaction  by  the  large  majority,  if  not  all,  of  the 
Chartered  Accountants  in  England  and  Wales,  (he  present 
Act  would,  to  a  very  large  extent,  meet  the  requirements 
and  powers  requisite  in  the  interests  of  the  commercial 
community.  I  am  pleased  to  say  that  the  abominable 
system  of  touting  for  proxies  indulged  in  by  certain  in- 
dividuals is,  as  far  as  Chartered  Accountants  are  concerned, 
fast  dying  out ;  the  Council  of  the  Institute  of  Chartered 
Accountants  have  (to  my  mind  very  properly)  denounced 
the  system  of  touting  as  being  derogatory  and  unpro- 
fessioniU. 

To  return  to  our  subject,  a  trustee  having  realised  the 
debtor's  estate,  his  next  duty  is,  with  as  little  delay  as  pos- 
sible, to  proceed  to  distribute  the  assets  amongst  the 
creditors  entitled  thereto ;  to  do  this,  it  is  necessary  to  issue 
a  notice  in  the  London  Oiuette  and  local  papers,  asking  for 
claims  in  the  form  set  forth  in  the  schedule.  The  general 
practice  as  to  time  is  to  give  about  21  days'  notice,  and  after 
the  date  fixed  expires  tne  trustee  must  examine  all  claims 
and  proofs  sent  m  or  previously  delivered  or  filed,  at  the 
same  time  making  provision  for  any  creditor  whose  name 
appears  in  the  debtor's  statement  of  affairs ;  a  dividend  list 
is  then  prepared.  Here,  as  under  a  composition,  care  should 
be  taken  to  record  all  acceptances  held  by  creditors  for 
endorsement,  whether  set  forth  in  the  claimant's  proof  cc 
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the  debtor's  Btatement.  Next,  the  trustee  shall  summon 
a  meeting  of  the  committee  to  pass  his  accounts,  grant  his 
remuneration,  and  resolve  upon  declaration  of  dividend. 
You  will  observe  as  to  proving  before  receiving  the  dividend, 
and  as  to  forwarding  a  receipt  previous  to  the  trustee's 
remitting  the  dividend,  as  provided  for  in  Rule  133.  The 
Act  also  provides  for  a  trustee  to  administer  the  declaration 
to  a  creditor  in  the  form  prescribed  in  the  proof  of  debt ; 
this,  however,  to  my  knowledge,  is  seldom  done  by  trustees. 
I  have  never  yet  adopted  it,  believing  that,  for  the  present, 
swearing  affidavits  belongs  to  a  solicitor;  and  I  am  of 
opinion  that  Chartered  Accountants  should  not  in  any  w^ay 
give  cause  to  solicitors  to  say  we  arc  encroaching  on  their 
duties,  just  as  we  desire  that  solicitors  should  not  do 
accouuttuits'  work.  The  final  dividend  having  been  de- 
clared, it  only  remains  for  the  trustee  to  summon  a  meet- 
ing of  creditors,  giving  about  fourteen  days'  notice  by 
advertisement  in  the  London  Gan'tte  in  the  form  prescribed, 
betting  forth  the  objects  of  the  meeting : — 

1.  For  passing  the  accounts  of  the  trustee. 

2.  (rranting  the  trustee's  release. 

3.  Closing  the  liquidation. 

4.  llesolving  as  to  any  other  special  business. 

At  the  final  meeting  the  trustee  presents  his  estate 
account  and  summary  of  receipts  and  payments  as  pre- 
viously examined  and  signed  by  the  committee  of  inspection, 
with  a  brief  report  as  to  the  winding-up,  &o.,  of  the  estate, 
after  which,  if  no  valid  objection  is  raised  by  the  creditors, 
resolutions  arc  usually  passed  adopting  the  trustee's 'ac- 
counts, granting  his  release  as  from  a  date  tlien  fixed,  and 
closing  the  liquidation ;  these  resolutions  are  drawn  up  by 
the  solicitor  to  tlie  estate,  signed  by  the  creditors  present  or 
their  proxy,  and  subsequently  filed  at  the  Court,  and  on 
such  tiling  and  at  the  expiration  of  the  date  fixed  for  release, 
the  estate  is  deemed  to  liavo  been  finally  closed.  It  is 
specially  ordered  under  rules  published  subsequent  to  the 
18G*J  Act — tliat  all  bills  and  charges  of  attorneys,  receivers, 
managers,  accountants,  auctioneers,  brokers,  and  other 
persons  nut  being  trustees  in  matters  of  liquidation,  shall  be 
taxed  by  the  proper  officer  of  the  Court,  and  no  payment 
shall  be  allowed  in  respect  of  the  remuneration  of  a  trustee 
in  liquidation,  except  on  the  allocatur  of  the  taxing  officer 
as  being  in  accordaneo  with  the  determination  of  the 
creditors  thereon.  Again,  where  a  receiver  or  manager  is 
continued  as  trustee,  the  remuneration  of  such  trustee  shall 
commence  as  from  the  date  of  his  api^ointment  as  receiver 
or  manager,  and  shall  be  assessed  accordingly,  and  no  other 
than  the  aforesaid  remuneration  shall  be  made  to  the 
trustee  for  his  services  as  receiver  or  manager.  An  im- 
portant point  often  occurs  as  to  the  Court  allowing  a 
receiver  his  charges  for  the  preparation  of  the  debtors' 
statement  of  affairs  ;  it  being  held  by  some  Courts  that  it  is 
no  part  of  a  receiver's  duty  to  prepare  a  debtor's  statement 
as  chargeable  against  the  estate.  I  will  not  discuss  the 
jtros  and  cons  of  this  point  further  than  to  urge  the  ex- 
pediency of  taking  a  resolution  at  the  first  meeting  either 
filing  an  amount  to  be  allowed  for  such  statement,  or  such 
sum  as  the  Court  will  allow. 

(The  lecturer  here  proccotled  brieliy  to  refer  to  the  duties 
of  a  trustee  under  bankruptcy,  stating  that  this  subject  had 
bjen  dealt  with  in  a  lecture  previously  delivered  to  the 
members  of  the  Society  by  Mr.  Chas.  A.  Harrison. 

LIQUIDATOltS. 

The  Companies  Act,  1SG2,  provide.:,  for  the  winding-up  of 
joint  .'took  companies  by  procjclings  taken  in  the  High 
Court  of  .Justice,  Chancery  Division,  under  which  proceed- 
ings liquidators  are  appointed.  There  arc  three  methods  of 
^^indin^'-np  provided  by  the  .\ct,  and  consequently  three 
dilTcrent  kinds  of  liquidators. 

1.  Liquidators  under  a  eonipulsiny  winding-up  by  the 
Court. 

2.  Liquidators  under  a  voluntary  winding-up. 


3.  Liquidators  under  a  voluntary  winding-up  under  the 
supervision  of  the  Court. 

This  subject,  *'  Liquidators,"  is  of  sufficient  importance 
to  occupy  a  separate  lecture,  the  duties  and  powers  being  of 
such  interest  that  I  feel  the  short  time  at  my  disposal  will 
prevent  my  doing  anything  like  justice  to  the  Act  or  its  pro- 
visions. 1  can  only  touch  upon  a  few  of  the  special  duties 
and  powers  of  a  liquidator,  and  hope  my  remarks  may  cause 
you  to  search  and  study  for  yourselves  this,  in  my  opinion, 
exceedmgly  interesting  and  responsible  part  of  an  accoun- 
tant's profession.     We  will  first  take  compulsory  winding-up. 

A  liquidator  under  a  compulsory  winding-up  is  appointed 
by  the  Court  under  the  order  of  the  Judge,  and  may  be  so 
appointed  with  or  without  previous  advertisement,  and  under 
such  security  and  amount  as  the  Judge  directs.  A  liquidator 
under  a  compulsory  winding-up  order  is  called  an  Official 
Liquidator ;  in  other  words,  an  officer  appointed  by  the  Court. 
I  must  pass  over  the  details  necessary  to  the  appointment — 
the  petition  and  proceedings,  and  take — 

1st.  The  date  of  commencement  of  the  winding-up.  It  is 
of  great  importance  to  an  official  liquidator  to  have  this 
thoroughly  defined,  as  often  very  difficult  and  important 
points  turn  on  the  date  of  appointment,  such  as  rates  accruing 
due  prior  or  subsequent  to  such  date,  rents,  set-offs,  royalties, 
and  the  like.  This  is  very  clearly  defined  in  a  valuable  w*ork 
by  Mr.  Eustace  Smith,  2nd  edition,  in  his  summary  of  the 
Law  of  Companies,  a  work  I  recommend  to  the  careful  study 
of  students  and  accountants. 

The  Companies  Act  states  that  the  winding-up  of  a  com- 
pany by  the  Court  commences  at  the  time  of  the  presentation 
of  the  petition.  A  voluntary  winding-up  commences  from 
the  time  of  the  passing  of  the  resolution  authorising  the 
winding-up ;  except  when  what  is  called  a  **  8i)ecial  resolu- 
tion," i.e. — a  preliminary  followed  by  a  confirmatory 
resolution  has  been  passed,  in  which  case  the  winding-up 
dates  from  the  passing  of  the  confirmatory  resolution.  A 
voluntary  winding-up  under  supervision  dates  from  the 
passing  of  the  resolution  and  not  from  the  date  of  petition. 
In  case  of  the  appointment  of  a  provisional  liquidator,  that 
is,  an  appointment  under  the  Act  on  the  application  of 
creditors  to  protect  the  property  for  all  parties  pending  the 
hearing  before  the  Court  of  a  winding-up  order,  or  appoint- 
ment of  liquidator,  a  recent  decision  by  the  Master  of  the 
Rolls  in  re  Colonial  Trust  Corporal ion^  ex  parte  BradshaiOf 
states  that  where  a  winding-up  petition  had  been  presented 
on  the  18th  of  October,  1B7B,  and  a  provisional  liquidator 
appointed  on  the  Oth  of  October,  187B,  and  a  resolution  for 
the  voluntary  winding-up  passed  on  the  18th  of  October,  IBTB, 
subsequently  continued  under  supervision,  that  the  right  date 
for  the  commencement  of  the  winding-up  is  the  date  when 
the  provisional  liquidator  was  appointed,  viz.,  9th  of  October, 
1878  :  for  it  was  then  that  the  company  ceased  to  carry  on 
its  business.  Uulo  5G  provides  that  the  duties  and  powers 
of  a  provisional  liquidator,  as  far  as  the  same  are  applicable 
and  subject  to  the  directions  of  the  Judge  in  each  case,  shall 
be  of  a  like  nature  to  those  of  an  official  liquidator. 

After  an  order  for  the  winding-up  of  a  company  has  been 
made,  and  duly  drawn  up  by  the  solicitor,  and  advertised  in 
the  London  Gazette  (and  generally  also  in  the  local  papers), 
the  security,  if  any,  to  be  furnished  by  the  liquidator,  will 
next  be  completed,  and  the  sanction  or  directions  of  the  Court 
taken  in  regard  to  the  assets  or  affairs  of  the  company. 

The  Court  determines  the  security  to  be  given  by  an  oiiicial 
liquidator,  the  amount  being  generally  fixed  having  regard  to 
the  sums  the  liquidator  may  be  likely  to  have  in  his  hands  at 
one  time.  One  of  the  first  duties  of  an  official  liquidator  is 
the  appointment  of  a  solicitor.  This  is  done  on  appplicatiou 
to,  and  with  the  sanction  of,  the  Court.  Next,  on  the  appli- 
cation of  the  official  liquidator,  a  day  is  fixed  by  the  chief 
clerk — generally  giWng  a  month  or  six  weeks*  notice — for  the 
rrediturs  to  send  settlements  of  their  debts  or  claims  to  tlio 
liquidator,  and  copy  of  this  notice  must  be  sent  to  the 
creditors  and  also  advertised  in  the  Lo}tdon  Gazette  and  the 
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local  papers.  A  farther  day  is  fixed  to  consider  any  disputed 
claims.  Care  should  be  taken  that  the  property  is  protected 
by  insurance  against  fire ;  and  where  the  nature  of  the  com- 
jiany  and  its  assets  so  demand — such  as  collieries  and  similar 
companies — special  attention  should  be  given  to  the  require- 
ments under  tne  Employers'  Liability  Act.  We  now  come  to 
the  contributones,  by  which  I  mean  those  who  are  in  any  way 
personally  liable — such  as  shareholders — to  contribute  to  the 
assets  in  the  winding-up. 

Contributf^es  are  divided  into  two  classes — Present  and 
Past.  Past  contributories  being  liable  for  a  period  of  one 
year  previous  to  the  winding-up.  It  has,  however,  been  held 
that  past  contributories  are  not  liable  to  contribute  until  it 
appears  to  the  Court  that  the  existing  members  are  unable  to 
satisfy  the  contributions  requited  from  them,  and  are  then 
not  liable  for  debts  contracted  since  they  ceased  to  bo  mem- 
bers. In  settling  a  list  of  contributories  it  is  necessary  for 
the  official  liquidator  to  prepare  two  lists — A  and  B,  the  A 
consisting  of  the  present  members,  and  the  B  of  the  past 
members.  The  A  list  should  be  settled  as  early  as  possible 
by  applying  to  the  Court  for  a  day  to  be  fixed  to  settle  the 
list  of  contributories.  Notices  are  ordered  to  be  forwarded 
to  the  members  concerned,  and  the  certificate  of  the  chief 
clerk  duly  obtained;  this  done,  a  day  is  fixed  on  which 
the  call  is  made.  Notices  have  to  be  forwarded  demanding 
payment  by  a  given  period,  and  all  assets  that  can  be 
collected  without  the  aid  of  the  Court,  or  without  expense, 
the  liquidator  has  jMwer  to  obtain  ;  but  where  property  has 
to  be  sold,  heavy  contracts  entered  into,  debtors  or  calls  com- 
promised, actions  deferred,  the  business  of  the  company  car- 
ried on,  and  sales  of  property  effected,  and  other  like  matters 
as  provided  for  in  the  Companies  Act,  the  official  liquidator 
must  obtain  the  directions  and  leave  of  the  Court.  Sect.  156 
provides  for  the  inspection  of  books  and  papers  in  the  pos- 
session of  the  company  by  creditors  or  contributories  in  con- 
formity with  an  order  of  Court,  but  not  otherwise,  and  Bule 
56  orders  that  all  exhibits,  admissions,  memoranda,  and  office 
copies  of  affidavits — examinations,  depositions  and  certifi- 
cates, with  all  other  documents  relating  to  the  winding-up  of 
any  company — shall  be  filed  by  the  official  liquidator,  a^  far 
as  nuiy  be  in  one  continuous  file,  kept  by  him,  or  otherwise  as 
the  Court  may  from  time  to  time  direct.  Any  contributory  or 
creditor  whose  debt  or  claim  has  been  allowed  is  entitled  at 
all  reasonable  times  to  inspect  such  files,  and,  at  his  own*ex- 
pense,  take  copies  or  extracts  therefrom.  An  official  liquidator 
may  resign  his  office  or  be  removed  by  the  Court  on  due  cause 
shown.  Sect.  95  describes  many  of  the  powers  of  an  officisJ 
liquidator  with  the  sanction  of  the  Court.  He  may  bring  or 
defend  actions  or  other  legal  proceeding^— civil  or  criminal — 
in  the  name  and  on  behalf  of  the  company.  He  may  carry 
on  the  business  of  the  company  as  far  as  may  be  necessary  for 
the  beneficial  winding-up  of  the  same.  He  may  sell  by  public 
auction  or  pnvate  contract.  He  may  execute  in  the  name  and 
on  behalf  of  the  company  all  deeds,  receipts  and  other  docu- 
ments, and  for  that  purpose,  when  necessary,  use  the  com- 
pany's seal.  He  may  draw,  accept,  make  or  endorse  any  bill 
of  exchange  or  promissory  note  in  the  name  and  on  behalf  of 
the  company,  and  raise  upon  the  security  .of  the  assets  of  the 
company  from  time  to  time  any  requisite  sum  or  sums  of 
money.  He  may  take  out,  if  necessary,  in  his  official  name, 
letters  of  administration  to  any  deceased  contributory,  and 
further  do  and  execute  all  such  things  as  may  be  necessary 
for  the  winding-up  of  the  affairs  of  the  company  and  distri- 
buting its  assets. 

An  official  liquidator  must  keep  proper  books  of  account, 
showing  the  transactions  uuder  a  winding-up,  including  a 
book  specially  kept  to  show  the  debits  and  credits  of  the 
company,  with  separate  accounts  for  the  contributories,  in 
which  every  such  contributory  shall  be  credited  with  the 
amount  paid  in  respect  of  any  call. 

Rule  18  provides  for  the  renumeration  of  an  official  liquida* 
tor  by  salary  or  otherwise,  which  may  be  fixed  at  the  time  o 


appointment  or  at  any  time  afterwards,  as  the  judge  may 
think  fit.  The  accounts  of  an  official  liquidator  must  be  pre- 
pared and  passed  by  the  Court  pending  the  winding-up,  and 
be  made  out  in  the  form  ordered  in  the  schedule,  and  thus 
be  left  at  the  Judge's  Chambers  on^-or  as  speedily  as  possible 
afterwards — the  date  directed  by  the  order  made  on  the  ap- 
pointment of  the  official  liquidator,  and  all  such  accounts, 
with  vouchers,  must  be  verified  in  like  manner  as  the  ac- 
counts of  a  receiver  in  Chancery.  As  soon  as  the  accounts 
of  an  official  liquidator  have  been  passed,  they  must  be  en- 
tered in  two  books,  one  to  be  kept  by  the  chief  clerk  and  the 
other  by  the  solicitor  to  the  liquidator ;  and  the  accounts,  as 
entered  in  the  two  books,  must  be  verified  by  affidavit  in  the 
form  proscribed  in  the  schedule,  and  the  liquidator  must 
satibfy  the  Judge  by  affidavit  that  liis  sureties  are  living,  and 
that  they  are  residing  in  great  Britain  and  are  solvent. 

Rule  11  provides  that  an  ofiicial  liquidator  shall  open  his 
trust  account  at  the  Bank  of  J^ngfand,  unless  otherwise 
ordered,  and  an  office  copy  of  the  order  appointing  the  liqui- 
dator shall  be  lodged  at  the  Bank.  Pending  the  windind-up 
of  a  company  such  company  is  notdissolvod,  and  all  actions 
and  other  proceedings — imlc*?s  otherwise  ordered — mui:t  be 
commenced  in  the  name  of  the  company. 

I  now  pass  to  the  termination  of  the  proceedings  under *a 
compulsory  winding-up  order. 

An  official  liquidator  must  prepare  a  balauce-:»heet  of  his 
receipts  and  payiiients  verified  by  affidavits  ;  he  then  presents 
his  final  account,  and  on  tlie  Court  certifying  the  balance  (if 
any),  and  on  payment  of  such  balance  in  such  manner  astlie 
Court  may  direct,  the  recognisances  eiiterud  into  by  the  offical 
liquidator  and  his  securities  are  vacated  ;  this  done,  a  certifi- 
cate is  given  by  the  chief  clerk  that  the  affairs  of  the  com- 
pany have  been  completely  wouad-up,and  the  Court  thereupon 
makes  an  order  that  the  company  be  dissolved  from  the  date 
of  such  order,  and  the  company  is  dissolved  accordingly. 

I  have  thus  briefly  described  the  mode  of  finally  closing  a 
winding-up  order,  and  must  leave  you  to  follow  the  subject 
more  in  detail.  You  will  find  great  assistance  by  a  careful 
perusal  of  Bules  65, 66  and  67,  and  sections  111,  112,  113  and 
155  of  the  Companies  Act,  1862. 

Now  as  to  Liquidation  under  a  Voluntary  Winding-up. 
The  Act  of  1862  provides  that  any  company  registered  under 
this  Act,  or  the  Joint  Stock  Companies  Act,  may  be  wound-up 
voluntarily — an  application  relating  thereto  having  to  bo 
made  to  the  same  Court  as  that  which  orders  a  compulsory 
winding-up.  Section  199  provides  that  no  unregistered  com- 
pany may  be  wound-up  either  voluntarily  or  subject  to  the 
supervision  of  the  Court,  whilst  section  129  states  under 
what  circumstances  a  company  may  be  wound-up  voluntary. 

Under  a  voluntary  winding-up  the  liquidator  is  styled  liqui- 
dator, not  official  liquidator,  and  is  appointed  by  the  company 
in  general  meeting,  notice  thereof  having  been  previously 
given  in  accordance  with  the  articles  of  association.  Upon 
the  appointment  of  the  liquidator  it  is  held  that  the  powers  of 
the  directors  forthwith  cease,  except  so  far  as  the  company 
in  general  meeting,  or  the  Court,  may  sanction  the  continu- 
ance thereof.  A  liquidator  under  a  voluntary  winding-up 
possesses  the  same  powers  as  an  official  liquidator,  with  this 
difference,  that  in  a  compulsory  winding-up  the  ofiicial  liqui- 
dator must,  as  I  have  already  stated,  act  under  the  supervi- 
sion and  control  of  the  Court,  whilst  a  liquidator  under  a 
voluntary  liquidation  may  act  independendly  cf  the  Court, 
and  in  the  exercise  of  the  duties  and  powers  given  to  a  liqui- 
dator he  should  be  actuated  by  the  principles  to  be  observed 
in  a  winding-up  under  a  compulsory  order.  A  liquidator  under 
a  voluntary  liquidation  may  from  time  to  time  summon  a 
general  meeting  of  the  company,  when  and  where  necessary 
for  the  purpose  of  obtaining  the  support  or  sanction  of  the 
company  by  special  or  extraordinary  resolutions,  or  for  any 
other  purpose  he  may  think  fit ;  and  ahallt  in  the  event  of  the 
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liquidation  continuing  for  more  than  one  year,  summon  a 
meeting  of  the  Company  at  the  end  of  the  first  year  and  each 
succeeding  year  durmg  the  winding-up,  or  so  soon  thereafter 
as  may  be  convenient,  and  shall  lay  before  the  company 
an  account  showing  his  acts  and  dealings  and  the  manner  in 
which  the  winding-up  has  been  conducted  during  the  previous 
year. 

The  liquidator's  remuneration  is  generally  settled  at  the 
meeting  at  the  time  of  his  appointment,  as  provided  in  Sect. 
183.  The  mode  of  closing  a  voluntary  liquidation  is  fully  set 
forth  in  Sections  142  and  148.  The  liquidator  has  to  prepare 
an  account  showing  the  manner  in  which  the  liquidation  has 
been  conducted,  and  the  property  of  the  company  disposed 
of.  Next  a  general  meeting  must  be  called  to  consider  the 
accounts,  and  to  hear  any  explanation  thereon.  Such  meet- 
ing must  be  called  by  advertisement,  giving  the  time,  place, 
and  object  of  the  meeting,  and  one  month's  notice  at  least 
must  be  given  previous  to  the  meeting  by  advertisement  in 
the  London  QauUe.  The  liquidator  must  also  make  a  return 
to  the  Registrar  of  joint  stock  conpanies  of  such  meeting 
having  been  held,  and  at  the  expiration  of  three  months  from 
the  date  of  the  registration  of  such  return,  the  company  is 
deemed  to  be  dissolved.  If  the  liquidator  neglects  to  make 
such  return,  he  is  liable  to  a  penalty  not  exceeding  S&  for 
evezy  day  during  which  such  famt  continues. 

I  now  come  to  liquidators  in  a  winding-up  order  under  the 
supervision  of  the  Court. 

This  is  provided  for  in  Sect.  151,  authorising  (1)  a  voluntarv 
winding-up.  (2)  The  supervision  of  the  Court  over  such 
voluntary  winding-up. 

Many  powers  are  given  to  the  Court  under  a  supervision 
order,  and  not  allowable  under  a  simple  voluntary  winding- 
up  ;  to  my  mind  a  liquidation  under  supervision  is  a  great  pro- 
tection to  a  liquidator,  enabling  him  in  any  difficult  or  im- 
portant matter  to  seek  the  protection  and  direction  of  the 
Court.  In  all  liquidations  it  is  specially  necessary  to  take 
special  notice  of  mortgages  or  other  securities  existing  on  the 
properties,  and  to  take  care  to  have  the  consent  of  the  mort- 
gageesjshould  it  be  found  necessary  to  continue  to  carry  on  the 
business.  I  have  recently  taken  the  opinion  of  eminent  council 
in  a  similar  case,  and  he  advises  "  that  if  a  liquidator  contiues 
**  to  work  the  affairs  of  a  company  without  the  consent  of  the 
"  mortgagees  he  will  do  so  at  his  own  risk  " — that  is  to  say, 
the  cost  of  carrying  on  the  business  will  not  be  payable  out 
of  the  mortgaged  property  in  priority  to  the  mortgagee's  claims: 
and  counsel  further  advises,  **  that  under  a  voluntary  winding- 
"  up  under  supervision,  if  an  application  is  made  to  the  Court 
*'  for  leave  to  carry  on  the  business,  and  even  if  such  leave 
*'  were  granted,  this  would  not  protect  the  liquidator  unless 
**  the  mortgagees  consented."  This  point  has  recently  been 
decided  in  the  case  of  the  RegenVs  Canal  Iron  Works.  It  is 
well,  where  a  liquidator  fin&  mortgaged  propercy  and  is  in 
doubt  as  to  the  sufficiency  of  assets,  to  endeavour  to  act 
as  'receiver  for  the  mortgagee  as  well  as  liquidator  to  the 
company. 

The  remarks  I  have  been  thus  able  to  make  surely  so  to  prove 
how  responsible  the  office  of  aliquidatoris,  and  how  thoroughly 
any  one  holding,or  likely  to  hold,  such  office,  should  be  versed  in 
its  duties  and  powers,  especially  when  we  so  frequently  find  all 
or  nearly  all  the  assets  of  a  liquidating  company,  either  held  on 
mortgage  or  in  some  way  or  other  held  by  secured  creditors. 
As  to  Uie  general  powers  of  a  liquidator  under  supervision 
— ^including  the  summoning  of  annual  or  other  meetings  of 
the  company  during  liquidation  and  the  closing  and  final 
winding-up,  vou  may  take  it  briefly,  that  the  liquidator  can 
exercise  all  the  powers  conferred  under  a  voluntary  winding- 
up  without  the  express  sanction  of  the  Court.  At  the  final 
wmding-up  section  155  makes  provision  for  the  Court  to 
direct  how  the  books  and  papers  shall  be  disposed  of. 

Mr.  Fisher  then  concluded  his  lecture  with  a  few  words  ol 
practical  advice  to  the  students. 


On  the  motion  of  Mr.  K.  J.  Gamgee,  seconded  by  Mr.  P. 
Wright,  a  vote  of  thanks  was  passed  to  the  lecturer,  and  the 
meeting  concluded  with  a  similar  vote  to  the  chairman,  pro- 
posed by  Mr.  Parry  Smith,  and  seconded  by  Mr.  P.  P. 
Davenport. 
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I  hope  I  have  proved  to  you  that  it  is  teaching,  and  not 
compulsion,  which  is  needed.  The  latter  already  exists  in 
the  mexorable  law  which  I  have  endeavoured  to  reveal  to 
you.  The  Manchester  Society  cannot  alter  it.  They  went 
too  far.  Ascending  misty  heights,  among  the  clouds,  they 
lost  their  way ;  ana  must  now,  perforce,  march  down  the 
hill  again. 

For  who  is  to  compel  the  adoption  of  the  one,  and  the 
rejection  of  other,  when  both  are  right  ?  Who  would  punish 
for  usina  the  presbribed  form,  if,  beinfl  right  in  itself,  it  con- 
tained all  the  same  facts,  as  fully,  truly,  clearly,  and  intelli- 
gibly stated  as  they  would  have  been  given  in  the  adopted 
form  7  It  is  beyond  the  province  of  Government  to  go  so 
far.  The  1862  Act  does  not  impose  the  form  it  gives.  It 
only  says  it  shall  be  used  where  shareholders  do  not  other- 
wise decide  in  their  special  articles. 

A  better  course  is  open  to  us:  let  the  Institute,  at  its 
annual  meeting,  resolve  on  recommendations,  both  on  that 
and  on  numerous  other  matters  of  practice.  The  voice  of 
the  profession,  speaking  in  that  way,  could  scarcely  fail  to 
have  an  almost  imperial  controlling  influence,  not  on  the 
profession  alone,  bnt  through  the  whole  community.  That 
would  be  dignified  action.  Compulsion  is  the  resource  of 
weakness.  It  should  be  abhorrent  to  ns.  Truth,  when  she 
emerges  from  the  well,  at  the  bottom  of  which  you  and  I 
have  now  been  seeking  her,  will  stand  erect,  firm,  and  free. 
You  cannot  bind  her  in  chains.  At  the  slightest  strain 
these  would  snap,  and  fall  asunder. 

Here  I  may  fitly  point  out  that  a  code  of  technical  terms 
is  much  needed.  The  Institute  should  supply  it.  Beceipta, 
payments,  profit  and  loss.  Dr.  to,  Cr.  by,  posting,  and  balanc- 
mg  have  a  technical  and  definite  meaning;  but  revenue, 
income,  expenditvre,  and  even  debts  and  debtors  are  used 
loosely  and  capriciously,  the  two  last-named  terms  often 
taking  the  place  of  ^credits  and  creditors. 

I  will  now  add  examples  of  mental  confusion  of  things, 
which  in  themselves  are  incapable  of  being  mixed. 

One  of  the  Manchester  accountants  said,  in  effect,  that 
assets  in  the  cash-book  cease  to  be  assets  when  the  cash 
debits  are  posted  in  the  ledger ;  as  if  the  crediting  of  the 
persons  from  whom  the  cash  was  received  were  a  process  of 
paying  cash  away. 

Another  accountant  wrote  that  the  ledger  is  not  a  book  of 
account ;  and  acknowledging  his  incompetence  to  speak 
thereon,  gave  the  authority  of  a  lawyer  for  his  incredible 
assertion.  Surely  accountants  ought  to  know  best  what  are 
books  of  account.  The  lawyer  meant  that  the  ledger  is  not 
a  book  of  account  receivable  in  evidence. 

Another  practitioner  wrote,  "  How  can  shareholders  be 
Dr.  for  their  subscribed  capital  ?  "  and,  that  *'  the  statement 
of  assets  and  liabilities  may  or  may  not  be  oonflidered  a 
eomplete  balance-sheet."    What  does  he  mean? 

Another  speaker  said  he  had  felt  that  the  Institute's 
much  criticised  statement  of  accounts  ought  to  have  been 
headed  receipts  and  payments,  instead  of  receipts  and 
general  elpenditure.  This  surprised  me  much,  because  it 
clearly  appears  teat  the  statement  he  referred  to  includes 
liabilities  as  well  as  payments. 
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practice  is  sometimes  adopted,  as  recommended  by  A.  E.  in 
The  Accountant  in  his  articles  entitled,  "  Accountants :  their 
Dnties  and  Responsibilities."  It  is  to  "  enter  the  £200 
before  mentioned  in  the  bank  column  only,  and  post  thence 
to  the  ledger.  The  next  column  is  then  entitled  '  House,' 
and  used  only  for  the  insertion  of  such  sums  as  are  not  paid 
to  or  drawn  from  the  bank,  but  disbursed  as  cash."  This 
plan  is  also  adopted  in  Hamilton  and  Ball's  specimens.  It 
has  the  advantage  of  avoiding  the  necessity  which  exists  in 
the  other  plan,  of  bringing  the  total  of  the  bank  receipts  and 
payments  into  the  cash  colunms  before  a  balance  can  be 
struck,  and  it  may  be  the  most  convenient  for  some  busi- 
nesses. On  the  other  hand,  it  has  the  disadvantage,  as  shown 
by  A.  E's.  specimen  cash  account  in  The  Accountant  of 
August  26th,  1882,  of  requiring  duplicate  entries  on  the 
opposite  sides  when  any  sum  drawn  from  the  bank  is  dis- 
bursed in  cash. 

2nd.  Most  instruction  books  prescribed  the  Journal  as 
the  book  of  original  record  for  adl  credit  transactions,  and 
this  is  followed  by  A.  E.  in  The  Accountant.  We  know, 
however,  that  it  is  contraiy  to  modem  practice,  and  that 
greater  convenience  has  resulted  from  the  adoption  of  a  day 
book  for  credit  saJes,  and  an  invoice  or  bought  book  for 
credit  purchases.  Further  advantage  may  be  gained  by 
posting  direct  from  these  books  to  the  ledger,  and  by  provid- 
ing them  with  colunms  for  collectmg  and  classifying  the 
debits  and  credits  to  nominal  accounts,  and  posting  the 
latter  in  monthly  totals  only.  Still,  in  principle  they  are 
only  parts  or  divisions  of  the  journal,  and  some  standard 
authorities  make  it  part  of  their  system  to  pass  the  monthly 
totals  through  the  form  of  journal  entries  without  personal 
details,  the  latter  having  been  already  carried  to  the  ledger 
by  daily  postings.  I  do  not  see  an  advantage  in  this  suffi- 
cient to  justify  the  time  and  space  occupied.  In  large 
establishments,  both  wholesale  and  retail,  it  is  found 
necessary  to  have  two  or  more  day  books  in  use  concurrently 
on  alternate  days,  to  allow  of  the  one  not  required  for  the 
daQy  record  being  in  the  hands  of  the  ledger  clerk  for  post- 
ing. This  plan  secures  punctual  daily  postings.  There  are 
other  transactions  of  which  the  journal  must  necessarily 
contain  the  record,  which  could  not  be  included  in  the  day 
or  invoice  books,  such  as  the  opening  entries  at  the  com- 
mencement of  a  set  of  accounts,  casual  matters  not  admis- 
sible in  the  cash  book,  and  the  entries  of  stocktaking.  In 
this  must  also  be  included  bills  payable,  and  there  may  be 
included  bills  receivable.  The  origmal  records  of  these  must 
of  course  be  found  in  the  bill  book  or  books,  and  Hamilton 
and  Ball's  instructions  allow  of  postings  direct  from  both  the 
bills  payable  and  bills  receivable  books  to  the  ledger,  the 
contra  postings  being  made  in  totals  from  the  journal  at  the 
end  of  the  month.  I  object  to  this,  that  it  is  more  con- 
venient that  the  ledger  should  contain  the  separate  amounts 
of  bills,  and  that  the  saving  of  time  by  being  able  to  trace 
each  bill  in  balancing  more  than  compensates  for  the  extra 
labour.  I  have  remarked  that  bills  receivable  "may  be  in- 
cluded "  in  the  journal,  but  I  prefer  to  pass  them  through 
the  cash  book,  adding  the  words  **  bills  due  such  a  date,"  be- 
cause they  are  often,  especially  bankers'  drafts,  received  and 
paid  as  cash,  and  frequently  cash  and  bills  together  are 
received  and  jtaSd  as  one  transaction.  Some  enter  bills 
payable  through  the  cash  book,  debiting  the  draw  and 
crediting  bill  account,  but  to  this  I  object  that  it  is  not  a 
cash  transaction,  and  that  the  giving  of  an  acceptance  is 
seldom  or  never  combined  with  a  cash  payment.  The  prac- 
tice of  journalising  the  cash  may  now  be  regarded  as 
antiquated  and  a  waste  of  time,  excepting  in  certain  cases, 
in  which  it  may  allow  of  grouping  and  posting  in  totals ; 
this,  however,  could  most  generally  be  better  attained  by 
extra  columns  in  the  cash  book. 

In  the  transactions  of  importing  and  exporting  merchants 
and  shipping  and  shipowning  firms,  the  journal  is  a  most  pn- 
portant  book,  and  tne  construction  and  narration  of  the 
entries  affords  one  of  thel>est  tests  of  a  bookkeeper's  intelli- 
gence and  cf^^bilities.   A  new  form  of  journal  was  suggested 


and  adopted  by  my  late  partner,  Mr.  C.  F.  Richardson,  and 
has  been  found  very  useful  for  large  companies  having 
several  establishments,  keeping  their  own  set  of  accounts 
and  making  returns  to  be  passed  through  the  books  of  the 
head  ofUce.     The  form  is  as  follows  : — 

It  is  found  very  simple  in  working,  and  as  it  requires  the 
same  amounts  to  be  inserted  singly  or  in  combination  in 
both  the  debit  and  credit  colunms,  it  affords  ready  check  by 
adding  the  totals.  This  should  also  be  done  in  an  ordinary 
journal  but  it  is  not  possible  unless  the  rule  is  followed  of 
inserting  each  item  twice  in  an  entry  of  one  amount  only. 

I  now  proceed  to  books  of  collection  and  aggregation,  and 
these  are  all  comprised  under  the  generic  term  of  *'the 
lodger,"  although  this  may  be  subdivided  into  many  books, 
such  as  sales  ledger,  purchase  ledger,  nominal  ledger,  private 
ledger,  &c.  On  the  continent,  a  ledger  is  not  received  aa 
evidence,  inasmuch  as  it  is  not  a  book  of  record,  and  its  use 
in  a  Court  is  allowed  only  as  a  medium  of  reference  to  other 
books.  All  the  other  books  of  account  may,  therefore,  be  re- 
garded as  subsidiary  to  the  ledger,  as  they  all  lead  up  to  it 
and  make  their  several  contributions  to  each  separate  ac- 
count.  Besides  the  necessity  in  every  large  business  of 
using  a  separate  ledger  for  each  class  of  accounts,  as  men- 
tioned above,  great  advantage  results  from  subdividing  a 
ledger,  and  classifying  the  accounts  either  alphabetically,  or 
according  to  country  district  or  locality.  This  is  a  much 
better  principle  of  classification  than  that  often  adopted  of 
having  part  of  a  ledger  divided  into  half -pages  and  part  into 
thirds  and  fourths  of  pages.  If  more  than  one  ledger  is  re- 
quired for  personal  accounts,  they  should  be  folioed  con- 
tinuously, and  the  first  and  last  letters  of  each  group 
imprinted  not  only  on  the  cover  of  the  ledger,  but  also  on 
that  of  the  index. 

The  nominal  accounts  to  be  adopted  in  opening  a  set  of 
books  must  of  course  vary  with  every  description  of  business, 
the  object  to  be  kept  in  view  bemg  to  convey  by  the  trade  or 
profit  and  loss  account  a  perfect  picture  or  birds'  eye  view  of 
the  character  extent  and  features  of  the  business,  as  well  as 
its  result.  It  is  also  very  useful  to  be  able  to  show  the 
working  and  results  of  each  department  separately,  by 
debiting  to  one  and  crediting  to  the  other  such  goods  or 
articles  as  pass  completed  from  one  department  to  enter  into 
a  new  state  of  manufacture  in  another.  Thus,  in  the  staple 
of  our  district,  spinning  and  weaving  may  be  shown 
separately  by  a  judicious  arrangement  of  accounts  to  be 
kept  in  the  office,  and  the  securing  of  proper  returns  of  yam 
produced,  and  the  consumption  of  certain  articles  in  the  mill 
or  shed. 

I  believe  the  manufacturers  generally  have  but  little  idea 
of  the  extent  to  which  they  may  be  aided  in  the  supervision 
of  their  business  by  carefully  arranged  and  accurately  kept 
statistics  of  cost  and  production.  For  instance,  the  per- 
centage of  yarn  produced  from  100  lbs.  of  cotton,  the  pro- 
portion of  loss  in  different  departments  of  waste,  the  cost 
per  lb.  of  yarn  or  cloth  in  wages,  coal,  lubricating,  repairs, 
general  charges,  interest,  depreciation,  &c.,  are  exceedingly 
useful  in  comparing  one  period  with  another,  and  testing  the 
result  of  any  change  of  article  used,  decline  or  advance  in 
prices,  changes  of  management,  &c.  The  importance  of  dis- 
tinguishing precisely  between  charges  to  capital  and  income 
is  often  but  little  appreciated  by  book-keepers,  and  auditors 
are  frequently  much  troubled  in  dissecting  and  re-arranging 
such  accounts  as  plant  and  repairs,  although  the  rule  is  a 
very  simple  one,  that  anything  which  adds  permanently  to 
the  value  of  plant,  or  replaces  any  important  part  of  ma- 
chinery may  bo  added  to  plant,  &c.,  less  the  proceeds  of  sale 
of  old  machinery,  whilst  the  cost  of  repairs  and  maintenance 
of  machinery  in  efficient  working  must  be  borne  by  income. 
Nice  questions  of  this  sort  arise  from  time  to  time,  which 
might  be  very  usefully  introduced  for  discussion  in  a 
student's  society,  as  also  the  general  questions  of  the  proper 
percentage  to  allow  for  depreciation  of  different  descriptions 
of  plant  and  machinery.  It  is  all  important  to  have  clear 
ideas  on  these  points  in  opening  the  books  of  a  company  or 
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manufacturer,  and  disposing  the  plant  accounts  accord- 
ing to  the  different  percentages  of  depreciation  to  be  de- 
ducted. 

On  the  subject  of  balancing,  the  advantage  of  a  frequent 
trial  balance  may  be  strongly  urged  for  several  reasons :  it  is 
generally  a  saving  of  labour  in  the  end  by  shortening  the 
time  and  extent  of  work  to  be  scrutinized  in  order  to  dis- 
cover any  errors  which  may  have  crept  in  ;  it  is  a  useful  excr- 
oise  to  the  bookkeeper,  helping  him  in  the  principles  of  Lis 
work,  and  forcing  upon  him  the  necessity  of  exaocness ;  and 
the  exposure  of  the  errors  at  short  intervals  brings  unsettled 
accounts  to  light,  and  may  often  avoid  loss  by  their  being 
otherwise  lost  sight  of.  For  this  purpose  a  trial  balance 
book  with  three  or  six  sets  of  money  columns  on  a  page 
should  be  used,  to  avoid  the  re-copying  of  names  and  folios. 
Perhaps  one  of  the  most  frequent  causes  of  difficulty  in  get- 
ting a  balance  arises  from  imperfectly  formed  figures  being 
mistaken  and  probably  passed  in  calling  over.  The  regula- 
tions laid  down  for  candidates  in  the  Civil  Service  examina- 
tions may  be  well  applied  to  bookkeeping  in  general,  and 
are ^  especially  important  to  accountant  students,  viz.: 
*'  Handwriting  should  be  free  from  flourishes,  compact,  and 
"with  every  letter  distinctly  forined.  Figures  should  be 
"correctly  formed,  and  kept  properly  under  each  other. 
"  Care  should  be  taken  to  copy  names,  dates,  and  other  par- 
"  ticulars,  with  perfect  correctness.  No  part  of  the  work  is 
"to  be  re-oopied,  but  every  entry  is  to  be  written  at  once 
"  into  the  books  provided.  No  erasures  are  to  be  made ;  if 
"  if  any  correction  is  necessary,  it  can  be  made  by  drawing 
"the  pen  through  the  part  which  is  erroneous,  and  then 
«  making  a  fresh  entry." 

In  bringing  down  the  balance  of  a  ledger  it  is  customary 
to  close  an  account  having  a  debit  balance  with  the  words 
**  by  balance  carried  down  "  or  "  forward."  My  first  lessons 
in  an  accountant's  office  of  very  large  practice  declared  this 
to  be  erroneous,  because  the  line  is  only  inserted  on  the 
credit  side  for  the  purpose  of  producing  an  equilibrium,  and 
is  not  a  double-entry  posting  in  that  form.  The  word  "  by  " 
oan  only  be  admissible  when  it  is  a  closing  of  the  books  by 
means  of  a  journal  entry  to  a  "balance  account."  The 
bringing  down  of  the  balance  on  the  debit  side  is,  of  course, 
properly  defaced  by  "to  "  because  the  entry  in  that  form  re- 
presents the  true  state  of  the  account.  Probably  the  custom 
in  France  is  the  most  strictly  correct,  which  is  to  insert  on 
the  credit  side  balance  de  sortie^  and  on  the  re-opening  of  the 
accoimt  on  the  debit,  balance  d* entree ;  but  this  appears  to 
be  done  in  connection  with  journal  entries,  which  the 
French  system  rigidly  requires. 

The  special  books  required  by  a  joint-stock  company  for 
recording  the  allotment,  calling  up  and  distribution  of  its 
capital,  do  not  fall  within  the  ordinary  course  of  bookkeep- 
ing, and  should  rather  be  treated  in  connection  with  the 
formation  and  auditing  the  companies'  accounts.  As,  how- 
ever, the  capital  account  is  necessarily  a  part  of  the  system, 
a  few  words  respecting  it  may  not  be  out  of  place.  The 
capital  should  be  credited  with  the  entire  amount  called  on 
the  shares  allotted,  and  corresponding  debits  should  be 
raised  to  deposit  account,  allotment  account,  first  call 
account,  second  call  account;  these  accounts  having  their 
credits  posted  from  the  cash  book  as  the  respective  payments 
come  in.  Thus  any  payments  in  arrear  will  appear  by  debit 
balances  to  the  respective  call  accounts,  and  sums  paid  in 
advance  of  calls  by  credit  thereto.  Payments  made  on 
shares  forfeited  by  reason  of  non-payment  of  calls  reduce 
the  capital  of  a  company  on  which  dividend  has  to  be 
calculated,  and  also  in  winding-up  they  reduce  the  amount 
to  rank  for  returns  of  shareholders ;  therefore  the  amount 
must  be  stated  separately  on  the  balance-sheet,  and  carried 
to  an  account  of  "  shares  forfeited."  Of  late  years,  when 
companies  have  in  some  cases  had  large  accumulations  to 
the  debit  of  profit  and  loss  account,  a  release  of  capital  by 
forfeiture  of  shares  has  proved  a  very  convenient  mode  of 
bringing  a  credit  against  these  losses.    It  is  the  established 


practice  in  preparing  the  balance-sheet  of  a  joint-stock  com- 

?any  to  state  the  capital  before  the  liabilities  to  creditors, 
suppose,  because  the  schedule  to  Table  A  in  the  Companies 
Act,  18G2,  prescribes  that  form.  It  is  most  likely  that  the 
framers  of  the  Act  adopted  that  form  because  it  mid  been  in 
use  by  companies  existing  before  the  passing  of  that  Act,  and 
therefore  the  form  was  originated  by  the  compilers  of  ac- 
counts previously  published.  I  submit,  however,  that  it  is 
illogical  to  place  the  capital  first,  because  it  is  evident  that 
it  does  not  form  the  first  charge  upon  the  assets,  and  that,  to 
be  consistent,  the  same  order  should  be  observed  as  in  tho 
balance-sheet  of  a  private  firm,  in  which  we  invariably  place 
creditors  first,  and  afterwards  show  the  distribution  of  the 
capital  or  surplus  amongst  the  respective  partners. 

In  preparing  the  profit  and  loss  or  trading  account  of  a 
company  or  private  business,  it  is  very  useful  that  the  ac- 
count should  present,  as  before  stated,  a  complete  picture  of 
the  business.  This  cannot  be  the  case  if,  as  is  frequently 
done  in  companies'  accounts,  balances  of  different  depart- 
ments are  brought  to  credit  without  showing  what  each  has 
done ;  and  I  submit  that  the  credit  side  of  the  account 
should  show  the  amount  of  sales  in  each  department,  and 
the  debit  side  the  expenditure,  arranged  departmentally  or 
under  suitable  classifications  corresponding  with  the  books. 
It  is  still  better  to  be  able  to  show  the  trade  account  of  each 
department  separately  bringing  the  balance  of  each  into  tho 
profit  and  loss  account,  from  which  will  appear  what  amount 
each  has  contributed  to  cover  the  general  expenses,  interest 
on  capital,  depreciation,  bad  debts,  and  any  items  which 
cannot  be  placed  against  a  particular  department,  all  which 
will,  of  course,  appear  on  the  debit  side,  as  well  as  the  loss 
which  any  department  may  have  incurred. 

Provision  for  bad  debts  should  be  made  systematically, 
not  by  writing  of!  the  exact  amount  of  loss  incurred,  but  by 
a  percentage  on  the  credit  sales,  which  would  then  be  placed 
to  the  credit  of  "  bad  debt  account,"  and  the  account  would 
be  debited  with  tho  actual  losses.  By  this  means,  such 
losses  become  equalised  yearly,  and  a  balance  remains  at  the 
credit  as  a  provision  against  possible  losses  on  debts  still 
current.  Without  this,  the  first  year  of  a  business  will  have 
little  to  bear,  and  the  apparent  profit  will  be  unduly  in- 
creased, whilst  subsequent  years  will  have  to  bear  losses 
properly  appertaining  to  earlier  ones,  as  the  years  in  which 
the  profits  earned  but  not  realised  have  been  brought  to 
credit. 

Discount  to  be  allowed  or  received  on  debts  owing  to  and 
by  the  business  ought  not  to  escape  attention,  and  it  is 
generally  most  convenient  to  average  the  percentage  by  in- 
spection of  the  terms  of  sale,  or  experience  of  previous  set- 
tlements. The  list  of  creditors  may,  however,  frequently 
contain  a  large  proportion  of  "  net "  accounts,  in  which  caso 
it  may  be  useful  in  copying  out  the  list  to  place  net  sums  in 
one  column  and  those  Uablc  to  discount  in  another,  deduct- 
ing tho  average  percentage  from  the  latter. 

In  the  questions  on  bookkeeping  set  for  the  final  examina- 
tion in  July,  1882,  there  occurs  the  following: — "  Give  an 
example  of  a  balance-sheet  prepared  by  single  entry."  At 
first  sight  this  may  appear  a  contradiction,  as  it  is  impossible 
to  obtain  baJance  of  accounts  which  are  posted  on  one  side 
only,  and  it  seems  preferable  to  call  such  an  account  a 
"  statement  of  affairs,"  as  m  truth  it  can  be  nothing  more 
than  this.  I  suppose  the  reason  for  calling  it  a  balance-sheet 
arises  when  it  has  to  contain  partner's  aocoimts,  to  include 
a  deduction  and  division  of  pronts,  and  to  show  an  agreement 
of  the  total  capital  with  the  surplus  of  assets  over  liabilities. 
But  in  this  case  the  balance  is  a  suppositious  and  forced  one, 
and  cannot  bo  proved,  and  such  an  account  is  a  combination 
of  liabilities,  assets,  capital,  and  profit  and  loss,  and  is  surely 
more  fitly  called  a  "  statemcntof  afiairs  "  than  a  balance-sheet. 
In  such  an  account  the  "liabilities"  side  must  include  the 
capital  due  to  each  partner  at  tho  commencement  of  the  term  ; 
and  the  "  assets  "  side  must  contain  the  drawings  during  the 
term,  in  ozdor  to  deduce  the  profit  by  discovery  of  the  but* 
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plus.  And  after  bringing  down  and  dividing  the  profits,  the 
capital  accounts  must  be  raised  and  worked  out  again  after 
addition  of  profit  and  deduction  of  drawings.  I  consider  it 
more  consistent  with  principle  and  more  easily  understood, 
to  raise  a  profit  and  loss  account  by  debiting  it  with  the  sur- 
plus at  the  commencement  as  proved  by  the  totals  of  the 
capital  account,  and  crediting  it  with  the  newly  found  surplus 
and  the  drawings  ;  interest  on  capital  must  also  be  debited, 
and  the  profit  will  then  appear.  In  such  case  the  capital 
accounts  are  better  shown  separately  in  debtor  and  creditor 
form  as  in  a  private  ledger  without  double  entry,  and  the 
balance-sheet  may  then  more  truly  bear  that  name,  the 
balance  having  been  obtained  by  the  raising  of  the  profit  and 
loss  account,  which  is  truly  a  nominal  account,  but  it  has 
ceased  to  be  a'"  balance-sheet  prepared  by  single  entry." 

I  adduce  these  points  not  for  the  purpose  of  appearing  to  be 
critical,  but  to  suggest  a  thoughtful  consideration  of  the  forms 
wliich  we  use,  and  the  reasons  why  we  use  them. 

I  do  not  agree  with  the  proposition  of  Mr.  Guthrie,  that  in 
preparing  a  balance-sheet  we  should  place  the  assets  on  the 
left  and  the  liabilities  on  the  right.  In  the  first  place,  I  think 
that  the  practice  of  stating  liabilities  and  assets  is  too  well 
established  and  confirmed  by  legal  enactments  to  make  a 
change  either  politic  or  desirable ;  and  in  the  next  place,  I 
refer  to  the  foregoing  remarks  as  showing  that  it  is  necessary 
to  use  that  order  of  debiting  the  account  with  the  liabilities, 
and  crediting  it  with  the  assets,  in  order  to  bring  the  surplus 
at  the  credit  of  the  firm  in  its  only  proper  place,  viz.,  on  the 
right-hand  side. 

As  regards  works  on  bookkeeping,  the  pamphlet  lately  pub- 
libhed  by  the  Manchester  Society  containing  Mr.  Guthrie's 
paper,  gives  at  page  17  a  long  list  of  books  on  the  subject, 
ranging  from  1721  to  1682.  I  do  not  suppose  that  all  are  now 
obtainable,  or  that  the  use  of  the  earlier  ones  could  now  be 
recommended,  nor  am  I  able  to  say  from  acquaintance  with 
them  which  the  student  should  adopt.  Hamilton  and  Ball's  2s. 
book,  of  the  Clarendon  Press  series,  I  can  speak  of  as  having 
found  it  very  useful  in  giving  college  lessons  on  the  subject. 

I  intend  devoting  a  portion  of  this  lecture  to  Auditing,  but 
the  time  already  occupied  will  not  now  permit  of  it  beyond  a 
few  general  remarks.  I  have  treated  the  subject  of  bookkeep- 
ing from  an  auditor's  point  of  view,  and  must  therefore  leave 
the  discussion  of  an  auditor's  duties  to  others  who  may  follow 
me  more  ably.  What  I  may  briefly  add,  must  therefore  be 
more  immediately  in  connection  with  the  books  themselves. 

It  is  highly  necessary  in  the  first  place  to  enquire  into  the 
system  upon  which  the  accounts  are  kept,  and  having 
obtained  a  complete  list  of  all  the  books  in  use,  both  principal 
and  subsidiary,  to  ascertain  the  character  and  scope  of  each, 
and  their  relation  to  each  other.  Having  thus  discovered  the 
books  which  contain  original  entries  or  records,  it  becomes 
advisable  in  most  cases  to  trace  those  entries  forward  into  the 
books  of  collection  or  aggregation,  and  so  to  exhaust  them 
that  every  item  of  their  contents  becomes  marshalled  in  its 

Cper  place.  The  modem  system  of  posting  from  original 
ks  into  the  ledger  is  of  great  advantage  to  the  auditor,  and 
more  generally  conducive  to  correctness  than  when  the  entries 
are  collected  and  arranged>in  a  journal  prior  to  posting,  as  it  is 
evident  that  the  more  the  mtermediato  stages  of  copying,  the 
greater  the  liability  to  errors.  In  calling  over  from  one  book 
to  another,  as  in  many  other  things,  two  are  better  than  one, 
both  in  sa\'ing  time  and  securing  correctness.  Any  figure 
which  IS  not  distinct,  or  which  may  admit  of  being  taken  for 
one  or  another,  should  not  be  passed  without  being  marked 
distinctly,  and  every  questionable  entry  or  doubtful  ]>oiiit 
should  he  inuaediately  noted  on  the  sheet  or  audit  book,  so 
that  it  may  be  disposed  of  in  due  time.  In  the  first  audit  of 
a  set  of  books,  if  the  plan  of  the  audit  be  carefully  laid  down, 
it  urill  serve  as  a  guide  for  future  occasions,  and  where 
changes  in  the  mode  of  entering  or  the  references  from  one 
book  to  another  are  necessar>%  a  written  statement  of  such 
changes  is  more  likely  to  bo  attended  to  than  verbal  instruc- 


tions. An  audit  to  be  thorough  must  be  systematic,  so  as  not 
to  allow  any  item  to  escape  scrutiny,  and  where  it  is  possible, 
each  book  or  section  of  work  should  bq  made  to  prove  itself. 

The  re-jponsibility  of  the  work  is  great,  and  no  saving  of 
trouble  should  be  allowed  to  act  as  an  inducement  to  relat 
the  strictness  of  our  scrutiny.  Let  us  act  in  all  things  under 
the  consciousness  of  an  unseen  eye  discerning  our  work  and 
our  ways,  and  let  no  fear  or  favour  divert  us  from  a  strict 
performance  of  our  duty. 

In  conclusion,  I  thank  you  for  listening  with  patience  to 
what  I  fear  has  been  a  somewhat  dry  and  tedious  essay,  and 
I  hope  that  succeeding  lectures  may  prove  more  interesting 
and  useful.  My  work  has  been  in  some  sense  to  break  up 
the  ground,  in  order  that  it  may  be  planted  and  bear  fruit  in 
due  season  to  the  advantage  and  profit  of  all. 

Mr.  David  Smith,  in  proposing  a  vote  of  thanks  to  Mr. 
Trevor  for  his  interesting  lecture,  said  that  the  lecturer  seemed 
to  possess  in  a  wonderful  degree  the  power  of  condensation, 
and  was  able  to  compress  into  a  few  words  a  large  amount  of 
thought.  Ho  (Mr.  Smith)  said  that  in  his  opinion  bookkeep- 
ing by  single  entry  was  simply  the  collection  of  a  mass  of 
memoranda,  and  did  not  serve  to  show  the  real  position  of 
affairs.  He  also  stated  that  undoubtedly  a  great  4nany  men 
became  insolvent  because,  through  imperfect  bookkeeping 
and  imperfect  knowledge  ojf  it,  they  did  not  know  how  their 
affairs  stood.  He  also  urged  the  importance  of  saving 
labour  and  not "  making  work,"  and  of  a  true  and  thorough 
system  of  stocktaking.  He  begged  to  move  "  That  the  warm 
and  hearty  thanks  of  this  meeting  be  given  to  Mr.  G.  B. 
Trevor,  F.C.A.,  for  his  instructive  and  interesting  lecture.'* 
Mr.  VValkden  seconded  the  proposition,  which,  upon  being 
put  to  the  meeting,  was  carried  unanimously. 

Mr.  Trevor,  rising  to  reply,  expressed  the  pleasure  it  gave 
him  to  assist  the  society,  and  hoped  that  a  few  profitable 
ideas  might  be  carried  away.  He  said  that  the  title  was  hardly 
correct,  and  that  he  hoped  the  subject  of  **  auditing  "  would 
be  dealt  with  before  long  by  some  other  gentleman.  He  sug- 
gested that  various  classes  of  accounts  might  taken  up  for 
subjects. 

Mr.  Murray  then  made  some  announcements  regarding 
future  lectures,  and  also  spoke  of  the  importance  of  double 
entry,  of  trial  balances,  of  the  bank  column  in  the  cash  book, 
and  of  the  principle  of  allowing  for  bad  debts  at  a  fixed  rate 
of  percentage  ;  and  gave  various  instances  that  had  come 
under  his  own  personal  experience. 

Mr.  Harris  then  asked  a  question  regarding  a  point  in  prac- 
tice, and  also  a  question  relative  to  a  postage  book,  and  the 
real  meaning  of  the  auditor's  certificate ;  when  Mr.  Trevor 
replied  thereto,  stating  that  in  regard  to  money  spent  in  the 
alteration  of  a  building  which  did  not  leave  it  of  greater 
value  than  before,  such  a  charge  ought  to  be  wntten  oS  dur- 
ing the  term  of  lease  held  by  the  tenants  for  whom  the  alter- 
ation was  made.  He  further  said  that  the  cost  of  patents 
should  be  written  off  at  so  much  per  annum  during  the  term 
of  the  patents— and  that  as  far  as  practicable  an  auditor's 
certificate  should  be  expressed  so  as  to  convey  a  true  idea  of 
the  extent  to  which  the  investigations  had  been  carried,  and 
that  all  audits  should  be  as  exhaustive  and  thorough  as  possi- 
ble. He  also  spoke  of  the  advantage  of  a  properly  kept  post- 
age book,  both,  as  a  safeguard  against  petty  theft,  and  also 
as  a  book  that  would  enable  a  clerk  who  posted  letters  to 
make,  if  necessarj',  an  affidavit  of  same,  for  which  purpose 
the  time  of  posting  and  the  initial  of  that  one  who  posted 
the  letters  should  be  inserted  in  an  inner  column  in  the  book. 

Tdr.  Murray  made  a  few  closing  remarks  ;  after  which  Mr. 
Cooke  proposed,  and  Mr.  A.  E.  Piggott  seconded,  "  That  a 
cordial  vote  of  thanks  bo  given  to  the  chairman,  both  for  the 

{position  ho  occupied  this  evening,  and  for  the  great  interest 
le  manifested  in  the  general  welfare  of  the  Society,"  which 
was  heartily  and  unanimously  accorded.  Mr.  Murray  replied 
thereto,  and  the  proceedings  terminated. 


60    No.  S. 


l^fiE  ACCOUNTANTS'  STUDENTS'  JOURNAL. 


July  2,  1883. 


THE    INSTITUTE   OF   CHARTERED   ACCOUNTANTS 
IN    ENGLAND   AND    WALES. 


Pbeliminaby  Examination. — June,  1883. 


ARITHMETIC. 


1.  Simplify — 


^+A+A 


2.  Prove  that  the  addition  of  the  same  number  to  the 
numerator  and  denominator  of  a  fraction  brings  the  fraction 
nearer  in  value  to  unity. 

3.  How  much  will  95  yards  of  paper  cost  at  Ss.  6d.  per 
piece  of  11  yards  ? 

4.  How  many  pairs  of  gloves  at  Is.  lOJd.  the  pair  will 
cost  as  much  as  141  yards  of  silk  at  48.  8d.  a  yard  7 

5.  What  is  a  decimal  fraction?  Prove  the  rule  for  the 
position  of  the  point  in  the  multiplication  of  two  decimals. 
Take  as  an  example  32*416 x 2045. 

6.  Write  down  as  decimals  of  £1 :— £3  lis.  41d.,  £2  ITs. 
6}d.,  £4  5b.  4d.,  £6  Is.  lO^d. 

7.  Find  the  simple  interest  on  £4,763  lis.  6d.  for  17J 
years  at  Sf  per  cent. 

8.  Find  tne  compound  interest  on  the  same  sum  for  5 
years  at  4  per  cent.,  using  decimals. 

9.  A  man  owes  £14,500  3  per  cent,  stock,  which  he  sells  at 
101  i  and  reinvests  in  4  per  cent,  stock  at  106g.  Allowing 
i  per  cent,  commission  on  each  transaction,  find  the  differ- 
ence in  his  income. 

10.  In  what  proportion  must  coffee  at  lOd.  and  chicory  at 
5d.  per  lb.  be  mixed,  so  as  to  yield  a  profit  of  20  per  cent, 
when  sold  at  Is.  the  lb.  ? 


ALGEBRA. 


1.  Prove  that  (a»-6«)  (c'-d^)  =  (ac+bd)^  -  (od-f  6c)«. 

2.  Resolve  into  factors  a^-y^  and  (a*+6*)(-4a*6*. 

3.  Divide    a^+4x«-8j:*-16aH»-|-2x»+x+3 

byx84-4x«+2x+l. 

4.  Simplify — 

. 1 L__  +  1 

(x  -  a)  (x  -  2a)       (a;-~a)  (x— 3a)       (x  -  2a)  (x— 3a) ' 


6.  Simplify — 


x8-}-2x  +  2        x«-f4x-f6 


x  +  l  X-+-2 

6.  Determine  x  from  the  following  equations : — 

x+2 


(i )  ^2ll 3 — 4x 


-1. 


(ii.)  v^xH3x-H9  =  a;— 5. 
48 


»   (iii.) 


165         f. 


x+3       x-flO 

7.  Find  the  square  root  of 

} + 6x— 17x*— 28X8  4-  49X4. 

8.  Reduce  to  its  simplest  form 

a8+a  (l-fg)  y+y» 

9.  Determine  x  and  y  from  the  following  equations : — 

(i.)7x«^^=15) 

8y  —  3x  =  4  J 

X     8y 
(ii.)  3x-i-52/— 70=— +— =a:+y+8. 

5      3 


....  y  x-f-a  ,    X — a 

(ill.)   -f-  =  a—h ;  "^^ 

y-\-b  y—b 


-  a-l-6. 


10.  Why  are  two  equations  necessary  to  determine  tha 
values  of  two  unknown  quantities?  Give  three  of  the 
positive  solutions  of  the  equation  8x — 8^=6. 

11.  Solve  the  following  equations : — 

(i.)  x<— 7x»— 18=0.     (ii.)  VxT6+ V3x+4  =  7. 

12.  The  difference  of  the  squares  of  two  consecutive 
numbers  is  15 ;  what  are  the  numbers? 


MATHEMATICS  (Optional). 

1.  Resolve  into  their  simple  factors — 

x' — ax+ab — 6x,  x« — 64ys,  x®+x*y*+^. 

2.  Simplify— 

(3a^x— 6a&x»  8a»x— 27x* 

46»x»— 2a»6«        12a«6H18a6«x+ 27^^ 

25a«x— 36x» 


) 


*    123a«6«— 144a6»x* 

3.  Show  how  to  find  the  sum  of  n  terms  of  a  Geometrical 
series.  What  is  meant  by  the  sum  of  a  series  to  infinity  ? 
Prove  the  rule  for  calculating  the  value  of  a  recurring 
decimal. 

4.  Find  the  sum  to  n  terms  of  the  series  of  numbers 

.  1,  4,  9,  16,  25  . . 

Thence  determine  an  expression  for  the  sum  of  the  series 

1,5,11,20,33  .. 

6.  Find  the  total  number  of  different  arrangements  that 
may  be  made  of  four  things  taken  singly  and  in  combina- 
tion of  two  or  more  together. 

6.  What  is  meant  by  the  fnodulu8  of  a  system  of 
logarithms  ?  If  x  =  log  N  to  the  base  a,  and  y  =  log  6  to  the 
base  a,  and  z  =  log  N  to  the  base  b ;  find  the  relation 
between  x,  ^,  and  g.  Given  log^g  8  =  -90309  and  log^^  ^  = 
•96424 :  find  log^  0072. 

7.  Find  an  expression  for  the  present  value  of  an  annuity 
of  £a  a  year,  to  commence  at  the  end  of  p  years,  and  to 
continue  for  n  years. 

8.  Define  the  sine  of  an  angle.  Fine  the  series  of  values 
of  0  that  have  a  given  sine.    Prove  that 

cos  3.i  =  4  cos'  A — 8  cos  A, 

9.  Given  two  angles  A  and  C  of  a  triangle  and  the  adja- 
cent side  ;  show  how  to  find  the  other  sides. 

Express  the  area  of  a  triangle  in  terms  of  the 
two  angles  and  the  adjacent  side. 

10.  The  angle  of  elevation  of  a  tower  kt  a  distance  of  20 
yards  from  its  foot  is  twice  as  great  as  tiie  angle  of  elevation 
80  yards  from  the  same  point.    Find  the  height  of  the  tower. 

11.  Define  duplicate  ratio ;  and  prove  that  similar  triangles 
are  to  one  another  in  the  duplicate  ratio  of  their  homologous 
sides. 

12.  Define  compound  ratio.  Show  that  any  two  parallelo- 
grams having  to  one  another  the  ratio  which  is  compounded 
of  the  ratio  of  their  bases  and  altitudes. 


Intebmediate  Examination. — June  1883. 


BOOKKEEPING. 

1.  Explain  the  terms  *'  Debit "  and  "  Credit,"  and  give  two 
examples  of  each. 
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2.  Smith  sells  Robinson  38  quarters  of  Wheat  at  42s.  6d.  a 
qaarter,  and  buys  from  him  at  the  same  time  6  cwt.  of  Cake 
at  2d.  per  lb.  Which  is  the  Debtor?  Show  the  transaction — 

(a)  As  it  appears  in  Smithes  books. 

(b)  As  it  appears  in  Kobinson*>3  books. 

3.  A.  and  B.  go  into  partnership  as  Boot  and  Shoe  Manu- 
factarers,  and  consult  you  as  to  opening  their  books.  What 
books  would  you  consider  it  necessary  ^r  them  to  have  ? 

4.  Enter  in  the  Day  Book,  and  post  to  the  Ledger,  the  fol- 
lowing Sales : — 

Jan.  1.     Sold  John  Hughes,  of  Carnarvon — 

No.  7312.    3  Plated  Toast  Racks  @  15s. 

7314.    2  do.  @  148.  6d. 

5263.    1  Tea  and  Coffee  Seryice,  viz. : 
Coffee  Pot    ..     ..     £5  15    0 
Tea  Pot        ....      4    5    0 
Sugar  Basin..     ..       3  13    0 
Cream  Jug    . .     . .      2  12    6 
Subject  to  a  trade  discount  of  30  per  cent. 
Jan.  2.     Sold  William  Pell,  of  Newcastle- 
No.  908.  1  Case  of  12  pairs  of  silver  fish-eating 
Knives  and  Forks,  @  18s.  6d.  per 
pair  net.    Case,  13s. 

5.  Enter  in  tha  Cash  Book,  and  post  to  the  Accounts  in 
the  Ledger  opened  above : — 

Har.  5.    Received  from  Hughes  £10  lis.  9d.,  and 
from  Pell  £7  10s.  6d. 
„    8.    Received  from  Hughes  £3  Os.  3d.,  and 
from  PeU  £3  13s.  6d. 

Balance  the  Ledger  accounts,  and  bring  any  balances  dovm. 

6  What  are  **  Bills  Receivable  "  and  "  Bills  Payable  "  ? 

Give  ruled  forms  of  a  Bill  Book,  inserting  headings  of  columns. 

7.  I,  Peter  Plant,  draw  on  Colman  and  Co.,  at  4  months 
from  Oct.  28th,  1882,  for  £309  28.  7d.,  ]^yable  at  the  London 
and  Westminster  Bank.  I  receive,  m  settlement  of  my 
account  against  Matthew  Flight,  a  Bill  of  Exchange  drawn 
by  him  on  Tom  Cuttle  at  3  months  from  April  5th,  1883,  for 
£400,  payable  at  the  Union  Bank,  London.  I  gave  Wm.  Smith 
my  acceptance  for  £148  2s.  7d.,  drawn  by  him  at  2  months 
from  Jan.  Ist,  1883,  payable  at  my  office,  3,  Copthall  Build- 
ings, E.C. 

Enter  these  Bill  transactions  on  the  forms  you  have 
prepared. 

8.  I  have  Cash  in  hand  £8  ds.  3d.  On  May  8th  I  receive 
from  Smith  £2  48.  5d  ,  from  Jones  £16  3s.  2d.,  which  with  dis- 
count, 48.  dd.,  closes  my  account  against  him.  I  receive 
from  the  Bank  £45  10s.,  and  pay  wages  £36  Gs.  8d.,  Salaries 
£5.  Petty  Cash  £2,  Robinson  £5,  after  deducting  10s.  lid. 
discount  from  his  account. 

Enter  these  transactions  in  the  Cash  Book,  and  post 
to  the  Ledger. 

9.  What  impersonal  accounts  are  involved  in  the  above 
question? 

10.  How  would  you  set  to  work  to  prepare  a  Profit  and 
Loss  Account  for  a  period,  and  a  Balance-sheet  at  the  close 
of  it? 


AUDITING. 


1.  State  shortly  the  object  of,  and  benefit  to  be  derived 
from  an  independent  professional  Audit. 

2.  Against  what  has  an  Auditor  to  be  particularly  on  his 
guard  in  order  to  render  his  Audit  complete  and  effectual  ? 

3.  What  is  the  difference  between  Capital  and  Revenue  ? 
Give  examples. 

4.  Give  an  example  of  a  Balance-sheet  and  Profit  and 
Loss  Account  of  a  Discount  Company,  Limited. 


5.  What  are  the  most  important  Books  and  Documents 
for  an  Auditor  to  examine  and  inspect ;  and  why  ? 

6.  Define  the  terms  **  Liabilities  "  and  '*  Assets."  What 
are  included  therein  ?  State  on  which  sidos  of  the  Balance- 
sheet  they  should  be  respectively  placed,  giving  reasons. 

7.  Describe  the  correct  method  of  auditing  and  verifying 
the  Cash  and  Banking  Accounts  of  a  Business. 

8.  What  is  understood  by  the  term  "  Rebate  of  Interest 
on  Bills  not  due  "  in  a  Banker*8  Books  and  Balance-sheet ; 
and  how  is  the  item  treated  and  dealt  with  in  the  same  ? 

9.  How  should  "  Stock-in-Trade  *'  be  taken,  and  how 
dealt  with  in  the  Books  and  Balance-sheet  of  a  Business  ? 

10.  Describe  fully  the  difference  between  a  Share  and  a 
Debenture. 


BANKRUPTCY  AND  COMPANY  LAW. 


1.  What  acts  will  constitute  a  ground  for  Adjudication  in 
Bankruptcy  against  a  trader  which  would  not  support 
Adjudication  against  a  non- trader  ? 

2.  What  are  the  rights  of  a  landlord,  whose  tenant  has 
become  bankrupt,  as  to  the  exercise  of  the  remedy  of  dis- 
tress in  the  following  cases : — 

(a)  As  to  rent  due  before  the  commencement  of  the 
Bankruptcy  of  the  tenant  ? 

(6)  As  to  rent  which  has  since  accrued  due  ? 

3.  What  is  the  position,  as  to  participation  in  dividends, 
of  a  creditor  whose  debt  is  proved  in  a  Bankruptcy  &fter 
the  declaration  of  a  first  or  subsequent  dividend  ? 

4.  What  general  and  special  obligations  are  imposed  by 
the  Bsinkruptcy  Act  upon  a  Trustee  in  Bankruptcy  with 
reference  to  the  Committee  of  Inspection,  where  such  a 
Committee  is  appointed  ? 

5.  In  what  important  feature,  affecting  the  ownership  of 
the  debtor's  property,  do  proceedings  in  Bankruptcy,  and 
for  Liquidation  by  Arrangement,  (Offer  from  proceedings 
for  Composition  with  Creditors  instituted  under  the  126th 
Section  of  the  Bankruptcy  Act  1869? 

6.  Within  what  limits,  and  by  what  mode  of  proceeding, 
may  the  Memorandum  of  Association  of  a  Joint-Stock  Com- 
pany be  modified  ? 

7.  In  what  event  are  past  members  of  a  Joint-Stock  Com- 
pany declared  by  the  Companies  Act  1862  to  be  liable  to 
contribute  to  its  assets  in  the  event  of  the  Company  being 
wound-up  ?  and  what  limitations  to  their  liability  does  the 
Statute  prescribe? 

8.  A  contract  mode  preparatory  to  the  incorporation  of  a 
Joint^Stock  Company  contains  a  provision  that  one  hundred 
fully  paid-up  shares  shall  be  allotted  to  A.B.,  without  pav- 
ment  by  him.  What  step  should  be  taken,  and  when,  m 
the  interests  of  A.B.,  in  connection  with  the  carrying  out  of 
this  arrangement?  and  what  will  be  the  consequence  of 
omitting  to  take  it  ? 

9.  What  constitutes  a  **  Special  Resolution  *'  within  the 
meaning  of  the  Companies  Act  1862  ? 

10.  Enumerate  three  of  the  different  conditions  of  circum- 
stances in  which  the  Court  may  order  a  Joint-Stock  Com- 
pany to  be  wound-up. 


THE  RIGHTS  AND  DUTIES  OF  LIQUIDATORS, 
TRUSTEES,  AND  RECEIVERS. 


1.  How  is  a  Trustee  appointed  ? 

2.  When  does  a  Trustee  become  entitled  to  enter  upon 
the  duties  of  his  office  ? 
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8.  How  ought  the  accounts  of  a  Trustee  to  he  audited  ? 

4.  What  ought  a  Trustee  to  do  with  moneys  which  he 
receives  in  his  capacity  as  trustee  ? 

5.  How  is  a  Trustee  to  ohtain  his  release  ? 

[The  ahove  5  questions  apply  to  Liquidation,  as  well  as 
to  Bankruptcy  proceedings,  and  must  he  answered  accord- 
ingly. 

6.  How  is  an  Official  Liquidator  appointed  in  a  Company 
winding-up  compulsorily  ? 

7.  How  must  an  Official  Liquidator  deal  with  the  funds  of 
the  Company  when  received  ? 

8.  How  are  the  accounts  of  an  Official  Liquidator 
audited  ? 

9.  What  must  an  Official  Liquidator  do  to  ohtain  the 
dissolution  of  the  Company  which  he  has  heen  winding-up  ? 

10.  State  the  course  which  would  be  puraued  for  the  same 
purpose  hy  a  Liquidator  under  a  voluntary  winding-up. 


THE  ADJUSTMENT  OP  PARTNERSHIP  AND 
EXECUTORSHIP  ACCOUNTS. 


1.  What  hooks  should  Exeoutors  keep?  Should  they 
keep  a  Banking  Account  ? 

2.  A  Partner  is  robhed  of  money  helonging  to  the  Partner- 
ship.   Is  he  responsible  to  replace  it  ? 

3.  A  Partner  draws  out  £2,000  from  the  Partnership,  and 
replaces  it  in  a  week.  Should  he  he  charged  with  interest  ? 
— if  so,  at  what  rate  ? 

4.  If  two  persons  are  in  Partnership,  and  one  dies,  does 
the  Partnership  property  helong  to  the  survivor  ? 

6.  A.  and  B.  enter  enter  into  Partnership.  A.,  who 
manages  the  business,  is  to  have  a  salary  of  £^00  a  year, 
and  the  profits  to  be  divided  equally.  A  loss  of  over  £100  is 
made  the  first  year,    Is  A.  entitled  to  the  £500  ? 

6.  If  Executors  or  Trustees  under  a  Will  employ  an 
Accountant  to  keep  the  Trust  accounts,  can  they  charge  the 
expense  to  the  estate  ? 

7.  Articles  of  Partnership  are  drawn  up  and  agreed  to 
between  two  Partners — are  they  binding  on  the  Partners  if 
signed  by  only  one  Partner,  or  if  not  signed  by  either  Part- 
ner? 

8.  Three  persons  enter  into  Partnership  without  *  any 
written  agreement.  Can  two  of  them  settle  as  to  the  share 
of  profits  the  other  is  to  receive  ? 


MERCANTILE  LAW,  AND  THE  LAW   OF    ARBITRA- 

TIONS  AND  AWARDS. 


1.  What  constitutes  a  legal  tender  ?  Under  what  circum- 
stances is  a  tender  to  an  agent  equivalent  to  a  tender  to  the 
principal  ? 

2.  In  the  case  of  a  contract  for  the  sale  of  goods  of  a 
value  exceeding  £10,  is  it  necessary  in  every  case,  in  order  to 
create  a  contract  binding  on  the  purchaser,  that  the  contract 
should  be  in  writing?    Give  the  reasons  for  your  answer. 

3.  What  is  meant  by  a  general  lien  ?  In  what  ways  can 
it  be  created  ? 

4.  In  the  case  of  a  contract  for  the  sale  of  goods  by 
sample,  what  are  the  rights  and  duties  of  the  vendee  if  goods 
are  delivered  not  up  to  sample  ?  Where  a  vendor  has  warranted 
goods  of  a  certain  quality,  what  are  the  rights  and  duties  of 
the  vendee  if  goods  are  delivered  of  interior  quality  ? 

5.  Explain,  giving  an  illustration  of  (1)  Lex  mercatoris 
(2)  Negotiable  instrument  (3)  Market  overt  (4)  Stoppage  in 
transit.  And  explain  * '  Appropriation  of  pavments, ' '  03  64ths 
of  a  ship." 


6.  A.  and  B.  verbally  agree  to  refer  all  matters  in  dispute 
betweed  them  to  C,  and  to  perform  his  award.  C.  hears 
evidence  on  both  sides  for  five  days ;  and  on  the  sixth,  A. 
revokes  his  agreement  to  refer,  and  gives  notice  of  the  fact 
to  C.  C.  nevertheless  makes  his  award.  Is  the  award  bind- 
ing on  A.  ?    Give  the  reasons  for  your  answer. 

7.  A.  and  B.  refer  a  dispute  about  some  hay  to  G.  The  sub- 
mission is  made  a  rule  of  Court.  Within  what  time  must 
C.  make  his  award  ?  and  what  is  the  effect  of  his  making  it 
out  of  time  ?  Under  what  circumstances  can  the  time  fox 
making  the  award  be  extended  ? 

8.  Where  a  dispute  is  referred  to  two  arbitrators,  what 
power  have  they,  apart  from  Statute,  of  appointing  an  um- 
pire ?  What  power  of  appointing  an  umpure  is  given  them 
by  the  Common  Law  Procedure  Act,  1864  ?  and  within  what 
time  must  they  exercise  it  ? 

9.  Under  what  (Circumstances  can  an  arbitrator  proceed 
with  an  arbitration  ex  parte  ? 

10.  What  power  has  an  arbitrator  to  award  payment  of  (1) 
the  costs  of  a  cause  referred  to  him ;  (2)  the  costs  of  a  refer- 
ence before  him,  and  of  his  award  ?  What  is  the  effect  of 
an  arbitrator  awarding  payment  of  costs  when  he  has  no 
power  to  do  so  ? 

Final  Examination.— June  1883. 


BOOKKEEPING. 

1.  Define  what  an  Account  is? 

2.  What  is  the  distinction  between  "  gross  "  and  **  net  " 
Profit  or  Loss  2  Give  examples  of  Accounts  resulting  in  each. 

3.  Give  a  clear  and  concise  definition  of  the  principle  and 
object  of  Bookkeeping  by  Double  Entry. 

4.  Define  the  nature  and  use  of  Bills.  Give  examples  of 
a  Bill  and  PromiRsory  Note ;  also  of  a  Bills  receivable  and 
Bills  payable  Account,  each  resulting  in  a  balance. 

5.  Give  an  example  of  a  Cash  Account  balanced  off, 
framed  with  Bankers,'  Cash,  and  Discount  colunms. 

G.  What  is  understood  by  the  term  "  Capital?  "  Give  an 
example  of  a  Capital  Account. 

7.  A.  and  B.  enter  into  a  joint  Adventure  (each  half)  in 
Wool  from  Adelaide  to  London  ;  A.  to  act  as  manager  in  all 
the  transactions,  B.  depositing  with  him  in  the  first  instance 
£5,000.  Raise,  from  the  following  entries,  the  necessary 
Accounts  in  A.*s  Books  from  the  beginning  to  the  close  of  the 
Adventure,  including  final  settlement  with  X.  Y.  and  Co. 
and  B. : — 

£  s.  d. 
Remitted  X.  Y.  and  Co.,  of  Adelaide,  on 

account  of  purchase  of  Wool  . .  . .  10,000  0  0 
Cost  of  Wool  purchased  by  X.  Y.  and  Co. 

in  Adelaide  13,500    0    0 

Charges  paid 750    0    0 

In^rance  ditto        . .         . .         . .         . .  300    0    0 

Proceeds  of  Sale  of  Wool  in  London     . .     15,750    0    0 

8.  Give  an  example  of  a  Balance  Sheet  drawn  up  in 
accordance  with  the  requirements  of  the  Companies  Act  1862. 

p.  G3 

9.  W^hat  constitutes  that  which  is  known  as  a  "Trial 
Balance,  and  wherein  does  this  differ  from  a  Balance  Sheet  ? 

10.  Raise  the  necessary  Accounts,  and  prepare  Balance 
Sheet  and  Profit  and  Loss  Account,  from  the  following 
entries : — 

£        R.  d. 
Assets  at  commencement,  viz. 

Cash £2,500    0    0 

Goods  8,000    0    0 

6,600  0  0 

Liability            do.               to  H.  Boyd         . .     1,000  0  0 

Bought  of  Wilkuison  &  Co.  "  Goods  "         . .     2,000  0  0 

Cash  paid  to  H.  Boyd  on  account     . .         . .        500  Q  0 

do.          Wilkinson  &  Co.  do 750    0  0 


Julv  2,  1883. 


THE  ACCOUNTANTS'  STUDENTS'  JOUENAL. 


No.  3.    63 


Accepted  Wilkinfion  &  Go.'s  Draft  at  3  months 
BoQgnt  for  Cash  **  Goods  "  amounting  to    . . 
Sold  to  Hall  &  Co.,  *' Goods  " 
Received  from  Hall  &  Co.,  Cash  on  account. 

Sold  to  Brown,  "Goods'*         

Receiyed  from  Brown,  Cash  on  account 

do.  Acceptance  at  8  months 

Cash  drawings  for  private  purposes  . . 
do. '  paid  for  Charges,  Rent,  Salaries,  &c, . . 
Bought  1000  Great  Northern  Hallway  Stock 

at  122  per  cent.         

Sold  1000  do.  do.  188  per  cent. 

Stock  and  Goods  on  hand  as  per  Inventory 

and  Valuation  


600    0  0 

1,018    6  0 

2,600    0  0 

1,700    0  0 

3,036  14  6 

750    0  0 

1,500    0  0 

550    0  0 

033  16  4 


1,693    0    0 


AUDITING. 


1.  What  is  an  Auditor?  What  are  his  duties  and  respon- 
sibilities? To  what  does  ho  render  himself  liable  by 
incomplete  or  unfaithful  work  ? 

2.  Is  an  Audit  complete  without  checking  all  the  postings 
in  the  books  during  the  period  ?  When  may  this  bo  safely 
dispensed  with  ? 

3.  A  set  of  Partnership  Books  is  given  you  to  balance,  to 
draw  a  Profit  and  Loss  Account  and  Balance  Sheet,  and 
audit.  Amongst  other  open  accounts  you  find  balances  to 
the  debit  of— (i.)  Wages,  (ii.)  Partner  Jones*  Withdrawals, 
(iii.)  Interest  and  Discoimt,  (iv.)  Cash;  and  to  the  credit 
of— (v.)  Sales,  (vi.)  Depreciation,  (vii.)  Partner  Smith's 
Capital,  and  (viii.)  Bankers.  State  how  you  would  deal  with 
these  seriatim. 

4.  What  special  inquires  ought  you  to  make  about  the 
following  accounts,  mentioned  in  the  last  question, — viz., 
(ii.),  (vi.),  vii.),  and  (viii.)? 

5.  State  some  of  the  ways  in  which  the  Profits  of  a 
Company  are  sometimes  made  to  look  larger  than  they 
really  are,  and  the  Auditor's  duty  in  such  cases. 

6.  Wlien  a  Reserve  Fund  of  a  Company  is  invested  in  its 
Plant,  what  does  it  practically  become,  and  how  should  it 
be  dealt  with  ? 

7.  What  is  your  duty  with  regard  to  Stocks  and  other 
securities  held  by  an  Insurance  Company  at  the  time  of 
Audit? 

8.  What  should  you  do  with  the  Stock  Sheets  of  a  manu- 
facturing concern  at  a  "  Stock-taking  "  ? 

9.  A  partner  in  a  firm  having  control  of  the  books 
absconded.  It  was  found  that  he  had  withdrawn  lau'ge 
sums,  and  placed  the  amounts  to  a  separate  account  in  his 
own  name,  the  balance  of  which  appeared  amongst  Sundry 
Debtors.  The  accounts  were  audited  annually.  His 
partner,  placing  too  much  confidence  in  him,  only  examined 
the  balance  sheet,  and  not  the  details.  What  error  of 
principle  was  committed,  and  how  did  the  Auditor  fail  in  his 
duty  ?  What  is  the  fundamental  principle  in  Partnership 
Accounts  with  reference  to  the  Accounts  of  the  Partners 
and  the  balance  sheet  of  the  fim  ? 

10.  Critici.se  the  following  Balance  Sheet.  Docs  it  convey 
sufficient  information  to  enable  you  to  form  a  proper  esti- 
mate of  the  position  of  the  Company  and  its  working  ?  If 
not,  what  further  particulars  would  you  require  ? 

Liabilities. 

£        8.  d. 
Capital  subscribed  and  paid  up    £99,997  10    0 
Shares  issued  to  vendors  and 

patentees 72,500    0    0 

172.497  10    0 

Creditors 8,657  13  11 

Sales  of  concessions  and  patents     30,000    0    0 

£206,155    3  11 


Assets. 
Patents £113,819  15    0 


Parliamentary  expenses 
Shares  in  other  Companies. . 

Machinery  and  Stock . . 
Lease  and  Furniture  . .     . . 


Debtors  ..     .. 
Cash  at  Bankers 


Net  expenditure  for  year  to 

31st  March,  1882  . . 

Ditto  for  year  to  March, 

1883        


923    7    0 
19,625    0    0 

21,872  12    8 
2,392  16    9 

14,456  12    5 
783    6  10 


16,302  14    1 
16,478  19    2 


134,868    2    0 


23,765    9    5 


15,230  19    3 


32,781  13    8 


£206,155    8  11 


BANKRUPTCY  AND  COMPANY  LAW. 


1.  How  far  may  Foreigners,  Infants,  Married  Women, 
Lunatics,  Members  of  Parliament,  Peers,  and  Joint-Stock 
Companies  be  made  bankrupt  ? 

2.  What  are  the  requisites  for  a  good  Petitioning  Credi- 
tor's Debt  ? 

3.  In  what  respects  does  a  Trustee  take  higher  rights 
than  the  Debtor  himself  possessed  ?  Where,  and  how, 
ought  a  Trustee's  right's  to  be  enforced  ? 

4.  What  is  the  efiect  of  a  Disclaimer  by  a  trustee  upon 
his  rights  to  the  property  comprised  in  such  disclaimer  ? 
How  are  the  rights  of  other  persons  taken  into  considera- 
tion and  provided  for  ? . 

5.  What  are  the  duties  of  the  Registrar  with  reference  to 
the  registration  of  Resolutions  for  Composition  or  Liquida- 
tion, or  for  a  scheme  of  Arrangement,  under  the  28th  sec- 
tion of  the  Bankruptcy  Act  respectively?  Upon  what 
grounds  may  registration  of  any  such  Resolutions  respec- 
tively be  refused  ? 

6.  To  what  extent,  and  how,  may  the  Memorandum  and 
Articles  of  a  Limited  and  Unlimited  Company  respectively 
be  altered  by  the  Members  ?  How  far  are  any  dealings  or 
transactions  of  a  Company  valid  which  exceed  the  powers 
conferred  by  the  Memorandum  and  Articles  respectively  ? 

7.  What  information  must  be  contained  in  the  Register  of 
Members  ?  What  provisions  are  contained  in  the  Act  to 
ensure  a  perfect  Register,  and  what  is  the  effect  of  its  being 
imperfect? 

8.  What  is  the  "  B."  list  of  Contributories  ?  When  may  it 
be  settled  ?  What  are  the  liabilities  of  the  **  B  "  Contribu- 
tories, and  how  are  their  contributions  applied? 

9.  What  is  the  commencement  of  the  Winding-up  when 
it  is  compulsory,  voluntary,  and  under  supervision,  respec- 
tively ? 

10.  What  are  the  Rules  of  Set-off  applicable  in  Bank- 
ruptcy and  in  the  Winding-up  of  a  Limited  and  Unlimited 
Company  respectively  ? 

11.  What  doe%  the  Court  have  regard  to  in  making  an 
Order  upon  a  Petition  for  the  Winding-up  of  a  Company  ? 
What  are  the  grounds  upon  which  a  Company  may  be  wound 
up  by  the  Court  ? 


THE  RIGHTS  AND  DUTIES  OF  TRUSTEES, 
LIQUIDATORS,  AND  RECEIVERS. 


1.  State  what  course  should  be  taken  in  examining  the 
Claims  made  against  a  Bankrupt's  Estate. 
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2.  What  ought  to  be  taken  into  account  in  calculating  the 
amount  of  a  proposed  Dividend  ? 

8.  State  the  powers  which  a  trustee  can  exercise  without 
the  sanction  of  the  Committee  of  Inspection. 

4.  State  what  acts  of  a  Trustee  ro^iuirc  the  sanction  of  a 
Committee  of  Inspection. 

6.  If  no  Committee  of  Inspection  has  been  appointed,  in 
in  what  way  is  a  Trustee  to  obtain  any  necessary  sanction 
for  his  acts  ? 

6.  In  compromising  with  a  Contributory  under  a  Volun- 
tary Winding-up,  what  should  be  done  by  the  Liquidator  in 
order  to  render  such  compromise  binding  ? 

7.  Is  an  Official  Liquidator  liable  for  debts  incurred 
in  carrying  on  the  business  of  the  company  after  an 
Order  for  Winding-up  has  been  made  ? 

8.  Give  a  statement  of  such  debts  due  at  the  date  of  the 
Order  to  Wind  up  a  Company  as  ought  to  be  paid  in  full. 

9.  Ought  a  liquidator  to  allow  the  books  of  a  Company  to 
be  inspected  ;  and,  if  so,  to  what  extent? 

10.  What  course  ought  a  Liquidator  to  take  as  to  the 
settlement  of  the  List  of  Contrioutories  under  a  Voluntary 
and  also  under  a  Supervisional  Winding-up  ? 


THE    ADJUSTMENT    OP    PARTNERSHIP    AND 
EXECUTORSHIP    ACCOUNTS. 


1.  A.  and  B.  enter  into  partnership,  and  C,  the  father  of 
A.,  agrees  to  provide  a  capital  of  £1000 ;  C.  pays  £1000  to 
A.,  who  pays  it  to  the  partnership.  To  whose  credit  should 
the  money  go  in  the  partnership  books  ? 

2.  A '  partner,  withotit  the  consent  of  his  co-partner, 
speculates  with  the  partnership  moneys.  In  one  specula- 
tion he  makes  £100,  which  he  pays  into  the  partnership  ;  in 
another  speculation  he  loses  £150,  which  he  draws  out  of 
the  partnership.  How  would  you  deal  with  these  two  sums 
in  the  partnership  books  ? 

8.  Two  persons  in  partnership  invest  £1000  in  shares  in  a 
company ;  one  dies,  and  six  months  after  his  death  the 
company,  being  insolvent,  is  wound  up,  and  a  call  of  £1000 
is  made  on  the  shares  and  paid  by  the  surviving  partner. 
Can  this  be  charged  to  the  partnership  ? 

4.  One  of  two  executors  draws  from  the  Joint  Trust 
Account,  with  the  consent  of  his  co-executor,  £2,000,  with 
which  he  speculates  on  the  Stock  Exchange.  He  replaces 
the  money  in  six  months.  Is  he  chargeable  as  respects  the 
money  ?    If  so,  how  ? 

5.  A  partner  takes  £1,000  in  coin  to  pay  wages  for  the 
partnership,  and  accidently  leaves  the  money  in  a  railway 
carriage  and  it  is  lost.  To  what  account  would  you  charge 
the  £1,000? 

6.  A.  and  B.  in  partnership  are  owed  £1000  by  C,  who  is 
known  to  both  parties  to  be  insolvent,  on  a  Bill  o^  Exchange. 
A.  dies  before  the  Bill  becomes  due  ;  B.  renews  for  3  months 
by  providing  C.  with  the  money  to  meet  the  Bill,  and 
charges  interest.  Before  the  renewed  Bill  becomes  due,  C. 
becomes  bankrupt  and  pays  no  dividend.  Is  this  loss 
chargeable  to  the  partnership  ? 

7.  A.  and  B.  enter  into  partnership  without  any  ag^'ee- 
ment.  A.  brings  in  £1000,  and  B.  £500.  A  profit  of  £300  is 
made,  and  B.  dies.    Divide  the  profit  of  £300. 


8.  A  Trustee  under  a  Will,  being  short  of  funds,  paid  a 
Legatee,  to  whom  £1000  was  left,  £60  a  year  as  interest  for 
2  years  from  the  death,  aixd  then  paid  the  legacy  in  full. 
To  what  account  would  you  debit  the  two  payments  of  £50 
each? 


MERCANTILE    LAW    AND    THE    LAW    OF 
ARBITRATION    AND    AWARDS. 


1.  Give  the  title,  and  some  short  particulars,  of  the  last 
Act  passed  relating  to  Bills  of  Exchange. 

2.  State  if  in  your  opinion  this  Act  of  Parliament  has 
made  any  alteration  in  the  Law. 

3.  What  is  the  effect  of  (i.)  The  Bankruptcy  of  the 
drawer  upon  the  acceptor  of  a  Bill  of  Exchange,  as  far  as 
regards  his  liability  to  the  holder  ?  (ii.)  The  Bankruptcy  of 
the  acceptor  upon  the  drawer  of  a  Bill  of  Exchange,  as  far 
as  regards  his  liability  to  the  holder  ? 

4.  Is  there  any  class  of  persons  who  cannot  own  British 
Ships? 

5.  What  advantage  has  the  owner  of  a  registered  vessel 
over  the  owner  of  an  unregistered  vessel  in  the  case  of 
collision  when  his  vessel  is  to  blame  ? 

6.  Give  the  date,  and  some  particulars,  of  the  proviaions 
of  the  Statute  called  the  Statute  of  Frauds. 

7.  A.,  B.,  and  C.  carry  on  business  as  East  India  Mer- 
chants. Must  there  be  a  Partnership  Deed  to  constitute  a 
partnership  between  them  ? 

8.  C.  accepts  a  Bill  in  the  name  of  the  firm.  When  is 
this  binding  upon  the  firm  ?    When  is  it  not  ? 

9.  It  is  usual  in  Agreements  to  insert  a  clause  providing 
for  disputes.  Has  this  clause  any  special  name  ?  Give  the 
general  effect  of  it. 


GEE    &    CO., 

Legal,  Commercial,  and  Creneral 

PRINTERS, 

/^  EE  &  CO.,  having  au  exclusive  connection 
^^  amongst  Accountants,  have  special  facilities 
of  the  execution  of  all  forms  in  use  amongst  the 
members  of  the  profession. 

STATEMENTS  OP  AFFAIRS. 
NOTICES  OF  MEETINGS.  CATALOGUES. 

CIRCULARS.  PAMPHLETS. 

PROSPECTUSES.  LAW  BOOKS,  &c. 

Executed  ivith  promptitude  and  despatch. 


St.  Stephen's  Chambers,  Telegnqih  Streety  E.C. 
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It  is  remarkable  that  the  Institute's  forms  ate  those  on 
which  Andit  question  No.  8  {Aceountantt  Sept.  2nd,  1882), 
askSf "  Are  they  correctly  shown  as  to  name  and  as  to 
form?  "  Thereby  the  Examiner  invited  the  Examinees 
either  to  approve  of  them  or  to'  condemn  them.  I  cannot 
imagine  it  was  the  former.  The  Institute's  accounts  ought 
to  be  models  of  perfection  ;  and  its  Examiners  in  accounts 
free  hrom  peculiar  notions.  Bookkeeping  is  an  exact  science. 
Students  ought  to  be  in  no  danger  of  failing  through  not 
being  mounted  on  the  hobby  by  which  an  Examiner  has  been 
accustomed  to  ride. 

If,  then,  accountants  of  the  highest  rank  in  the  practical 
work  of  the  profession  have  shown  themselves  so  much  at 
sea  on  the  science  of  accounts,  I  have  established  my  posi- 
tion. For,  if  arbitration  be  contemplated  as  a  branch  of 
your  future  career,  in  accordance  with  the  Institute's 
scheme,  it  is  incumbent  on  you  to  train  yourself  in  reason- 
ing, and  in  tracing  effects  back  to  causes,  quite  as  much  as 
in  acquiring  proficiency  in  office  practice.  And,  first  of  all 
master  the  very  simple  and  easily  grasped  principles  of  the 
art  which  is  the  foundation  of  our  profession,  whether  this 
knowledge  be  sought  of  you  in  the  Institute's  examinations 
or  not. 

For  sccotintants,  to  be  competent  to  arbitrate  on  Accounts, 
most  at  the  least  be  able,  in  what  belongs  to  their  own 
business,  to  see  things  separately  which  are  essentially 
diferent. 

And  do  not  forget  that  the  office  of  arbitrator  is  one  of 
high  dignity  and  responsibility ;  for  he  is  generally  the  final 
judge  both  of  law  ana  fact.  As  to  oases  rerorred  from  courts 
of  law  (in  which  his  functions  are  often  limited)  lawyers 
suggest  their  being  decided  on  the  same  principles  as  nave 
actuated  the  tribunal  for  which  the  arbitrator  is  substituted. 
Lawyers,  of  course,  are  likely  to  act  so.  But  laymen  are 
not  hkely  of  themselves  to  so  act,  both  from  ignorance  of 
those  principles,  and  from  indisposition  to  surrender  their 
usual  modes  of  thought,  and  resulting  convictions,  to  the 
slavish  shackles  of  a  court's  traditions  which  they  axe 
unable  to  understand.  They  will  be  likely  to  out  the  knot 
with  a  knife  of  common  sense,  rather  than  unloose  it  by  a 
process  which  is  to  them  inexplicable  ;  and,  on  the  whole, 
with  more  substantial  justice  to  the  suitors. 

When  purely  legal  rights  are  referred  by  courts,  it  is  a 
different  matter.  But  uiese,  of  course,  must  always  go  to 
lawyers. 

Moral  considerations  naturally  prevail  with  laymen,  and 
legal  and  technical  ones  with  lawyers.  The  former  try  to 
put  themselves  in  the  suitor's  place.  The  latter  must  give 
weight  to  strict  law,  even  where  it  is  manifestly  not  strict 
right,  e.g.  On  seeing  the  draft  of  a  deed,  on  which  deed 
dispute  had  arisen,  the  arbitrator  pronounced  the  deed 
wrong,  and  decided  according  to  the  intended  deed.  Baron 
Parke,  said  thereon,  that  ne,  as  judge,  could  not  have 
altered  the  construction  of  the  deed,  although  the  deed  was 
drawn  up  in  mistake.  He  was  also  of  opinion  that  the 
arbitrator  had  power  to  reform  it,  under  his  equitable 
authority. 

I  recommend  you  all  to  keep  that  case  in  mind.  The 
ends  of  justice  would  often  be  better  served  by  references  to 
laymen,  because  lawyers  are  bound  by  precedent.  They  must 
od  in  accordance  with  their  knowledge  of  laWj  even  where,  as 
men  of  the  world,  they  see  that  this  defeats  justice, 

I  regard  the  unfortunate  difference  between  the  Liverpool 
Lyceum  and  Liverpool  Library  as  a  case  within  that  cate- 
gory. If  the  two  authorities  had  seen  their  way  to  let  the 
matter  be  decided  between  them,  not  on  the  peculiar  legal 
uncertainty  into  which,  when  all  went  smoothly,  matters 
bad  been  unconsciously  allowed  to  drift,  but  on  substantial 
merits,  by  a  thorough  competent  layman,  I  cannot  doubt 
that  a  compromise  would  have  been  arrived  at  which  would 
have  satisfied  the  parties  as  well  as  the  justice  of  the  case ; 
and  at  small  cost.  But  £1,000  or  from  that  to  £1,600,  has 
been  absolutely  thrown  away  in  law  costs ;  and  the  whole 
case  is  to  be  gone  into  aqaini 


*'  Stick  to  rights  "  is  a  frequent  and  forcible,  but  not 
always  wise  member  of  a  directory,  and  nearly  always  has 
that  support  at  his  back  which,  I  am  bound  to  say,  the 
responsiDle  lawyer  cannot  but  give  him. 

Those  of  you  who  have  access  to  it,  read  the  interesting 
article  on  the  late  Sir  George  Jessel,  in  Saturday  Review, 
March  24th,  1888,  p.  360.  Even  he,  with  all  his  preference 
of  substantial  justice  to  secondary  considerations,  was 
obliged,  while  be  was  a  judge  of  first  mstance,  to  follow  the 
decisions  of  co-ordinate  and  superior  tribunals. 

If  I  have  failed  in  this  effort  at  exposition  of  a  much  mis- 
understood matter,  it  is  not  due  to  any  inherent  weakness  in 
the  subject  itself,  but  to  my  deficiency  in  those  qualifica- 
tions of  clearness  of  vision  and  clearness  of  expression 
which  I  am  urging  you  to  cultivate.  Avoid,  then,  my 
example.  I  have,  however,  tried  to  make  the  matter  plain. 
It  has  scarcely  been  easy  work  to  arrange  and  condense  the 
argument,  and  it  is  only  because  I  have  been  unable  to  find, 
in  any  of  the  authorities  on  bookkeeping,  that  anyone  else 
has  attempted  the  same  task,  that  I  have  been  so  bold  as  to 
engage  in  it.  But  I  am  sensible  of  the  imperfection  of  its 
periormance,  and  that  I  must  therefore  apologise  for  not 
having  left  this  also  to  the  chance  of  its  being  undertaken 
by  some  one  else  possessing  greater  ability  to  address  you 
thereon. 

A  discussion  was  afterwards  carried  on,  in  which  Messrs. 
W.  H.  Alexander,  Qeorge  Banner,  F.C.A.,  A.  W.  Chalmers, 
F.C.A.,  D.  L.  ChalmerB,  Stanley  A.  Latham,  and  Theo.  S. 
Sheard  took  part. 

Upon  the  motion  of  Mr.  B.  Howorth,  seconded  bv  Mr. 
Wm.  Pagen,  a  vote  of  thai^s  was  unanimously  accorded  to 
Mr.  Astrup  Gariss  for  his  lecture. 

A  vote  of  thanks  to  the  chairman  for  presiding  closed  the 
meeting. 


BANKRUPTCY. 

The  third  ordinary  meeting  of  the  above  Association  was 
held  on  Wednesday,  the  28th  March,  1883,  at  the  Law  Asso- 
ciation Rooms,  Cook  Street.  Mr.  Edward  Mounsey,  F.C.A. 
(a  vice-president),  occupied  the  chair,  and  there  was  a  large 
attendance. 

The  business  of  the  evening  was  to  hear  the  lecture  by  Mr. 
Thomas  H.  Sheen,  F.C.A.,  on  **  Bankruptcv." 

The  Chairman,  in  a  few  words,  explained  that  Mr.  Henry 
Bolland  was  unable  to  read  his  promised  paper  on  bank- 
ruptcy, but  that  Mr.  Sheen  had  kindly  consented  to  read  a 
paper  upon  the  same  subject. 

Mr.  Sheen,  who  was  loudly  applauded,  said — ^I  cannot,  in 
my  address  to  you  this  evening,  enter  into  the  history  of 
bankruptcy  law  from  its  origin ;  indeed  it  would  be  almost 
impossihle  for  me  to  do  so  in  the  limited  time  allotted 
to  me.  I  believe  I  am  correct  in  saying  that  it  had  its 
origin  in  the  days  of  Moses,  and  it  would  be  almost 
impossible  to  follow  it  from  its  inception  to  the  present 
time.  I  propose  rather  to  deal  with  the  subject  durmg  the 
past  half  century  or  so,  and  I  find  that  in  1831  a  system  was 
abolished  under  which  creditors  professedly  had  absolute 
control  of  the  administration  of  their  debtors'  estate,  but 
this  in  reality  was  a  profession  only.  A  crude  and  expensive 
administration  existed  in  each  town  under  the  august  super- 
vision of  officials,  conmiissioners  who  were  barristers  and 
attorneys,  the  fiats  in  bankruptcy  being  issued  by  the  Lord 
Chancellor,  at  the  instance  of  the  petitioning  creditor's 
solicitor,  who  nominated  the  commissioners  he  wished  in  the 
case.  These  worthies,  one  barrister  and  a  couple  of 
attorneys,  held  their  sittings  at  the  favourite  hostelry  of  the 
town,  and  their,  according  to  the  fatness  or  leanness  of  the 
estate,  did  the  sittings  continue  for  what  was  termed  the 
equitable  administration  of  the  estate.  This  corrupt  system 
continued  for  years,  until  Lord  Brougham's  versatile  genius 
fixed  upon  it  for  one  of  his  celebrated  legal  reforms,  and  he 
introduced  a  bill  to  abolish  this  vicious  system,  but  only  to 
replace  it  by  a  new  system  of  officialism,  under  which  courts 
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of  bankruptcy  were  established  in  London,  Liverpool, 
Manchester,  Leeds,  Birmingham,  Bristol,  Exeter,  and  New- 
castle, with  some  20  commissioners  as  judges,  an  equal 
number  of  registrars,  about  40  official  assignees,  half  as 
many  messengers  or  high  bailiffs,  and  an  equal  number  of 
ushers.  The  London  commissioners  received  £2,000  and 
the  registrars  £1,000  per  annum  each,  while  the  official 
assignees — worthy  men  indeed — were  paid  by  fees  which 
have  been  known  to  reach  £5,000  per  annum,  and  never  less 
than  £1,000.  The  poor  messenger  has  been  known  to  net 
£3,000  a  year  ;  ancf  the  poor  usher,  whose  duties  no  man 
could  understand,  but  upon  whom,  in  some  cases,  devolved 
the  whole  of  the  work,  was  let  off  in  Birmingham  with  some- 
thing over  £1,000  per  annum.  The  philanthropist  Brougham 
amply  used  the  opportunity  afforded  him  of  making  pro- 
vision for  his  numerous  friends,  and  it  is  historical  that 
from  the  salary  of  one  gentleman — a  nephew,  I  believe — 
who  became  a  registrar,  he  received  some  portion  in  dis- 
charge of  an  old  obligation.  Various  minor  changes  took 
Slace  in  this  Act,  but  in  18i9  it  was  superseded  by  the  intro- 
uction  of  a  Bankruptcy  Law  Consolidation  Act.  Officialism 
under  this  Act  was  continued.  In  Liverpool  we  had  four 
official  assignees — a  very  worthy  and  gentlemanly  class  of 
individuals  they  were ;  official  assignees  'tis  -true  in  name, 
and  as  such  received  enormous  stipends,  but  who  left  the 
duties  of  their  office  to  their  respective  and  respected 
managing  clerks.  Under  this  Act  these  worthies  received 
commission  on  the  discharge  of  their  duties,  and  I  aver  that 
the  official  assignee  re  Barton,  Irlam,  and  Higginson's 
estate  derived  about  £2,000  per  annum  from  this  one  case 
alone  for  a  number  of  years.  (N.B.— I  don't  think  this 
case,  under  officialism,  is  closed  yet.)  Another  worthy 
gentleman,  a  Mr.  Gaskell,  who  received  his  appointment 
through  being  local  correspondent  of  the  TimeSt  for  many 
years  received  £1,500  per  aimum,  but  being  in  fear  of  arrest 
for  debt  had  to  absent  himself  the  greater  portion  of  his 
time.  Another  luckless  messenger,  a  Mr.  Day,  was  a 
barrister's  clerk,  and  his  emoluments  were  about  £1,000  per 
annum ;  he  discharged  his  onerous  duties  through  his  clerk. 
It  would  be  idle  and  needless  for  me  to  go  through  the  long 
string  of  similar  cases,  each  in  itself  proving  abundantly  the 
abuses  of  officialism,  and  demonstrating  that  these 
sinecures  were  created  for  the  weak,  the  idle,  and  the  ne'er- 
do-wells  of  aristocratic  dependents.  1  mention  tlie  fore- 
goins  facts,  not  out  of  disrespect  to  those  who  have  gone, 
but  by  way  of  preface  to  what  I  shall  have  to  say  with 
reference  to  the  contemplated  resuscitation  of  officialism  in 
the  Bill  now  before  Parliament.  The  1849  Act  remained  in 
force  with  but  slight  alteration  until  Lord  Westburj'  came 
to  the  front  with  it  in  1861.  Shortly  before  that  Act  came 
into  operation,  the  Lord  Chancellor,  of  his  own  motion, 
appointed  two  commissioners  to  investigate  the  accounts  of 
the  different  officers  of  the  district  bankruptcy  courts,  and 
the  result  was  that  in  one  or  two  cases  certain  registrars 
and  official  assignees  had  to  resign,  and  the  others  who 
escaped  that  fate  were  surcharged,  and  had  to  disgorge 
large  sums.  Only  in  one  instance  was  the  order  to  disgorge 
resisted,  and  that  was  in  Liverpool,  where  an  official 
assignee,  although  mulcted  like  the  rest,  challenged  the 
Lord  Chancellor  to  enforce  his  order,  which  was  found 
impossible,  as  the  whole  of  the  investigation  was  ultra  vires. 
Notwithstanding  this,  the  commissioners  were  handsomely 
remunerated  out  of  the  public  funds.  So  much  for  the 
regularity  and  honesty  of  administration  by  highly  paid 
omcials.  Lord  Westbury  introduced  an  entirely  new 
system,  except  only  that  he  retained  the  officials  of  previoua 
Acts  until  m  the  course  of  nature  they  were  removed.  It  is 
here  worthy  of  remark  that  in  1869,  when  the  present  Act 
came  into  operation,  Liverpool  and  its  then  district  had 
been  so  reduced  to  one  commissioner,  one  registrar,  and  one 
uaher,  and  ample  they  were  to  discharge  the  duties.  So 
much  for  Lord  Brougham's  creative  genius.  The  1861  Act 
abolished  imprisonment  for  debt ;  and  although  great  men 
have  described  it  as  the  abolition  of  one  of  the  **  relics  of 


barbarism,"  there  are  many  who  admit  it  was  one  of  the 
best  and  surest  means  of  making  a  dishonest  man  pay  his 
debts.    Under  this  Act  deeds  of  arrangement  were  intro- 
duced,  but,  unfortunately,  those  safeguards    against  dis- 
honesty, which  are  so  necessary  in  any  bankruptcy  system, 
were  wanting,  consequently  what  might   otherwise  have 
been  a  beneficial  mea.sure  became  an  abuse.    Lord  West- 
bury's  Act  lasted  until  1869,  and,  like  all  its  predecessors, 
with  officialism  was  replete  and  garnished  with  the  most 
glaring  robbery ;  it  is  a  matter  of  notoriety  that  a  near 
relative  of  his  lordship  disposed  of  offices  under  this  Act  for 
large  sums  of  money  for  his  personal  benefit.    The  Act  of 
1869  professed  to  heal  all  the  defects  of  bankruptcy  legisla- 
tion of  bygone  years,  and  was  to  afford  to  the  trading  com- 
munity the  true  panacea  for  all  ills.    Its  chief  and  most 
important  provision  was  the  entire  abolition  of  the  vicious 
and  corrupt  system  of  officialism,  which  had  shamed  the 
administration  for  so  many  years ;  this  was  purchased  at 
enormous  cost,  and  needless  to  say,  at  the  present  moment, 
many  of  those  who  enjoyed  large  salaries  and   stipends 
under  the  former  system  for  doing  little  or  nothing  are  now 
receiving  annual  pensions  of  equcbl  value.    At  the  same  time, 
one  of  the  fundamental  principles  of  the  Act  was  ushered  in 
whereby  the  creditors  were  to  be  the  judges  of  their  own 
interest,  and  they  were  to  decide  as  to  the  best  means  of 
realizing  the  assets,  and  by  whom  and  under  what  circum- 
stances they  were  to  be  realized,  and  whether  the  debtor 
should  be  again  allowed  to  rank  with  the  trading  community. 
There  can  be  no  doubt  that  the  Act  touched  the  vital 
principle  of  all  bankruptcy  legislation  ;  and  if  it  had  been 
supported  and    hemmed    in   with    rules   and   regulations 
lumciently  stringent,  most  of   the   abuses   which   twelve 
gears'  experience  has  exposed  would  have  been  avoided.    It 
IS  a  matter  of  fact  that  the  provisions  for  the  punishment  of 
fraudulent  debtors  are  utterly  inadequate ;  and  it  cannot  be 
denied  that  in  very  many  cases  trustees  who,  in  the  dis- 
charge of  their  duties,  have  prosecuted  fruudulent  debtors 
for  offences,  have  been  openly  abused  by  counsel  and  others 
for  so  doing,  and  that  by  reason  of  the  weakness  of  those 
sections  many  who  ought  to  be    prosecuted    escape    the 
punishment  they  merit.     Again,  there  is  not  the  slighest 
reference  in  the  Act  to  the  punishment  of  traders  who  keep 
no  proper  record  in  books  of  their  business  transactions. 
Surely  this  is  the  very  basis  from  which  to  arrive  at  the 
honesty  of  a  man's  dealings  ;  therefore  it  ought  to  be  a  penal 
clause.    Again,  one  of  the  deficiencies  in  the  present  Act  is 
the  necessity    for    stringent    clauses   to   prevent    debtors 
making  false  entries  in  their  statement  of  accounts.    In 
many  instances  they  return  parties  as  creditors  for  large 
sums  who  are  not  creditors  at  all,  or  at  any  rate  for  much 
smaller  amounts.    These  parties  often  control  meetings,  to 
the  detriment  of  the  honest    community.      The    severest 
penalties  should  be  applied  to  any  persons  who  swear  a 
false  affidavit ;   and,  without  desiring  to  be  personal,   it 
could  be  conveniently  applied  to  some  lawyers  and  account- 
ants.   Another  important  deficiency  in  the  present  system 
is  the  absence  of  any  penal  clauses  to  regulate  an  abuse 
which  very  often  creeps  into  bankruptcy    arrangements, 
whe.*eby  debtor  and  creditor  (very  often  a  large  one)  enter 
into  a  secret  arrangement  unknown  to  the  other  creditors, 
and  in  direct  violation  of  their  interests,  sometimes  under 
promise  to  assist  him  through  his  difficulties  by  a  composi- 
tion less  than  the  real  value  of  the  estate,  and  at  other 
times  with  his  discharge  when  no  dividend  at  all  is  paid. 
The  stringency  of  a  section  such  as  this  should  not  only 
apply  to  debtor  and  creditor,  but  also  to  all  parties  conniv- 
ing thereto  or  thereat.    All  trustees  should  give  security  in 
bankruptcy  as  in  Chancery.    It  is  essential  that  trustees' 
accounts  should  be  audited  at  least  once  in  every  three 
months,  and  that  by  a  duly-appointed  officer  of  the  Court  in 
which  the  bankruptcy  or  liquidation  takes  place ;  and  for 
this  purpose  an  audit  department  should  be  attached  to 
every  Court,  such  as  Liverpool,  Leeds,  &c.,  and  towns  of  the 
like  importance;   in  smaller  distncts  having  bankruptoy 
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jurisdiction  the  registrar  conld  very  conveniently  discharge 
the  duties.     The  department  of  the  GomptiQoller  in  Bank- 
ruptcy in  London  is  far  too  cambei83me  and  costly.    The 
subject  of  the  debtor's  discharge  is  one  of   the    utmost 
importance,  and  certainly  should  be  made  far  less  easy 
to    obtain    than    at    present.    It    is   generally    felt    that 
it    would    tend    to    unprove    the    commercial    morality 
of    the    country   if   no   man    was    allowed    to   obtain    a 
dischajEge  unless  he  paid  an  actual  dividend  of  5s.  in  the 
pound,  and  it  should  only  then  be  procurable  by  sanction 
of  the  Court  after  a  full  report  by  the  trustee  as  to  the 
circumstances  of  the  failure,  and  such  report  to  be  filed 
seven  days  before  the  debtor  applies  for  hi&  order  of  dis- 
charge, and  that  the  same  be  open  and  accessible  to  every 
creditor,  who  may  be  heard  in  opposition  if  he  think  fit.  The 
Court  shall  have  absolute  power  to  refuse  the  appointment 
of  any  trustee  if  it  is  thought  expedient.    I  have,  I  think, 
dealt  with  the  past  acts  of  bankruptcy  under  officiaUsm, 
and  I  have  endeavoured  to  point  out  some  of  the  most  glaring 
defects  in  the  present  system.    It  can  hardly  be  expected 
that  I  should  deal  with  them  all  in  the  course  of  a  short 
address.  Let  us  now  proceed  to  a  consideration,  which  must 
be  brief,  of  the  proposed  Act  of  1883.    There  is  the  old  adage 
*'  Let  the  cobbler  stick  to  his  last,"  and  this  may  very  fairly 
be  applied  to  the  Board  of  Trade,  its  head,  and  those  officials 
it  is  proposed  to  draft  into  the  bankruptcy  administration 
under  the  new  Act.     The    measure  is    practically  in    its 
infancy,  but  the  searching  criticism  it  was  subjected  to  on 
its  second  reading  from  both  sides  of  the  House  clearly 
denotes  that  the  business  men  have  not  yet  forgotten  the 
abuse  of  officialism  int^the   past,  and  that,   unless  more 
tangible  and  reasonable  necessity  for  a  return  to  officialism 
is  presented  by  Mr.  Chamberlain,  his  scheme  cannot    be 
supported.    It  is  abundantly  clear  that  the  cardinal  point  of 
the  measure  is  officialism,  and  we  ask  why?     The  chief 
ground  alleged  by  the  President  of  the  Board  of  Trade  is  that 
at  the  present  time  about  four  millions  of  money  are  in  the 
hands  of  trustees  and  unaccounted  for.    He  has  not  stated 
the  source  of  his  information  or  the  method  of  his  calcu- 
lation ;  butfwhat  seems  to  be  desired  is  that  for  the  future 
any  moneys  which  creditors  do  not  require  had  better  go 
into  the  national  exchequer,  as  it  did  previously.    Again,  it 
will  be  remembered  by  all  who  have  had  experience  under 
the  bankruptcy  laws  previous  to  that  of  1869,  how  difficult 
it  was  to  get  any  dividend  however  small.     Under  the  pro- 
posed new  system  there  is  every  facility  for  getting  an  estate 
into  Court,  but  very  little  for  getting  the  assets  out.    Again, 
for  twelve  years  the  principles  affecting  the  law  of  bank- 
ruptcy have  been  raised  time  after  time,  in  Court  after  Court, 
at  an  enormous  cost  to  the  public,  and  now  I  should  think  it 
would  rather  commend  itself  to  the  public  intelligence  to 
remedy  the  known  and  admitted  defects  of  the  present  law 
than  to  rush  blindly  into  a  new  order  of  things,  which  for 
some   years   must    be    a  debatable    ground,    and    highly 
remunerative  to  the  legal  profession.    Frankly,  I  admit  the 
proposed  legislation  remedy  some  of  the  defects  that  exist ; 
yet  I  submit  the  course  of  bankruptcy  legislation,  having 
regard  to  those  deficiencies  which  I  have  pointed  out  in  the 
past,  and  the  short  comings  of  the  present,  is  for  the  future 
to  amend  the  existing  law  by  lopping  off  its  useless  branches 
by  remedial  application   to  the  deficiencies  developed  by 
experience,  and  to  utilise  the  knowledge  gained  by  countless 
law-suits  and  almost  in  calculable  expense.    I  do  not  wish  to 
enlarge  upon  the  position  which  our  profession  occupies  on 
this  important  subject,  but  I  do  say  that  since  the  establish- 
ment   of   a   recognised  charter  of   the  profession,  whose 
members  are  amenable  for  their  integrity  to  a  governing 
body,  whereby  those  individuals,  professedly  accountants, 
who  have  to  some  extent  brought  discredit  upon  a   p  ro- 
fession  second  to  none  in  importance,  have  been  weeded 
oat,    the    present    system,    amended  in  some    important 
sections  on  the  lines  I  have  named,  would  prove  more  bene- 
ficial to  the  commercial  world  at  large,  and  infinitely  prefer- 


able to  a  return  to  the  system  of  officialism,  with  its  atten- 
dant nepotism  and  plentiful  crop  of  abuses. 

A  discussion  followed,  in  which  the  various  speakers 
agreed  with  Mr  Sheen  as  to  the  inadvisability  of  retumingt3 
the  system  of  officialism  which  for  long  characterised  the 
administration  of  the  bankruptcy  laws. 

A  unanimous  vote  of  thanks  was  passed  to  Mr.  Sheen  for 
his  paper,  and  to  the  chairman  for  presiding. 


CHARTEEED  ACCOUNTANTS'  STUDENTS' 
SOCIETY  OF  LONDON. 


The  second  meeting  of  this  society  was  held  at  the  offices 
of  the  Institute  of  Chartered  Accountants,  8,  Copthall 
Buildings,  E.C.  with  Mr.  Henry  Bishop,  F,C.A.  in  the  chair, 
when  Mr.  Welton,  F.C.A.,  delivered  the  following  lecture : — 

THB  LIQUIDATION  OF  ESTATES   OTHEBWISE   THAN   IN 

BANKBUPTCY. 

Mr.  Welton  on  rising  said,  Gentlemen,  when  I  was  first 
consulted  as  to  my  willingness  to  become  an  official  of  this 
association,  one  of  my  first  questions  was  as  to  the  duties ; 
and  I  was  told,  that  sooner  or  later  I  should  have  to  give  a 
lecture.  I  replied  that  I  never  give  but  one  lecture,  and 
that  in  my  estimation  was  a  failure ;  and  I  could  hardly 
hope  to  meet  with  better  success  next  time.  Suffice  it  to 
say,  I  put  the  danger  aside  as  remote,  and  was  consoling 
myself  with  the  hope  that  a  year  or  so  might  pass  before  my 
turn  came.  Never  was  rash  confidence  falsified  more  com- 
pletely. About  a  month  has  elapsed  since  1  was  told  that 
it  was  incumbent  on  the  Vice-President  to  deliver  the  first 
lecture,  and  I  am  here  to-night  to  give  the  best  entertain- 
ment and  information  I  am  able. 

One  fact  in  my  experience  leads  me  to  think  that  if  not 
successful  myself,  I  may  render  the  society  none  the  less 
a  signal  service.  I  may  in  fact  set  free  the  tongues  and 
heighten  the  ambition  of  the  many  able  and  thoughtful  men 
who,  without  such  an  awful  example,  might  remain  dumb. 
Such  a  service  was  rendered  to  me  nearly  thirty  years  since, 
by  a  gentleman  connected  with  the  Statistical  Society, 
whose  paper  on  the  results  of  the  census  of  1851  made  me 
feel  that  I  might  easily  do  better  than  that,  and  led  me  into 
a  course  of  studies  which  have  hardly  yet  been  finally  thrown 
aside,  notwithstanding  the  lack  of  time  which  I  increasingly 
feel. 

The  amount  of  liquidations  of  Commercial  and  other 
Estates  should  be  regarded  in  relation  to  the  total  of  the 
national  transactions,  and  it  should  be  borne  in  mind  that 
those  who  receive  credit  necessarily  vary  from  the  highest 
standards  of  wealth  and  responsibility  to  the  lowest  position 
consistent  with  obtaining  some  small  amount  of  goods  on 
trust.  I  think  the  strong  language  used  occasionally  as  to 
the  frequency  of  failures  is  hardly  warranted.  Apart  from 
the  wage  of  labour,  and  apart  from  dealing  in  securities  of 
all  kinds  and  in  land,  the  handling  of  the  products  of 
industry  which  form  the  subject  of  our  home  and  foreign 
trade  involves  an  aggregate  sum  of  more  than  one  thousand, 
probably  nearer  two  thousand  millions  of  pounds  sterling 
annually,  with  respect  to  which  credit  is  given.  Very  likely 
as  much  as  five  hundred  millions  is  always  owing  from  man 
to  man  on  bills  of  exchange  and  open  balances  in  connection 
with  trade,  as  opposed  to  transactions  which  are  uncon- 
nected with  the  production,  manufacture,  and  distribution 
of  goods. 

Now,  I  believe,  it  will  be  found  that  of  the  whole  class 
who  receive  a  certain  share  of  credit,  something  like  three 
per  cent,  fail  annually ;  but  I  certainly  do  not  suppose  that 
in  trades  conducted  with  reasonable  care  and  prudence  the 
losses  by  bad  debts  need  reach  much  more  than  from  one- 
half  to  one  per  cent,  on  the  turn-over.  The  larger  houses 
must  have  a  higher  degree  of  stability  than  those  small  ones, 
some  of  which  are  always  on  the  verge  of  ruin. 
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One  of  the  facts  which  accoontants  are  bound  to  discover 
is  that  amongst  those  who  fail  a  surprising  number  have 
'*  ^one  beyond  their  last/*  have  involved  their  affairs  in  com- 
pbcations  such  as  no  sane  individual  would  think  of,  in  fact 
the^  have  made  it  such  hard  work  to  unwind  the  tangled 
skem,  that  often  enough  a  large  part  of  such  assets  as  are 
left  must  be  absorbed  in  the  process. 

When  credit  fails  and  cash  runs  short,  persons  in  trade  do 
not  always  suspend  payment.  Not  unfrequently  their 
6reditors  come  to  the  conclusion  that  as  by  supplying  goods 
**  one  parcel  under  another,"  as  the  phrase  goes,  a  constant 
vent  for  the  articles  they  deal  in  is  kept  open,  and  as  the 
profit  derived  from  such  transactions  is  in  the  aggregate  of 
some  importance,  they  should  delay  as  long  as  possible  the 
process  of  liquidation. 

At  last  comes  the  crash.  Some  of  the  creditors  take  pro- 
ceedings, the  rest  of  course  are  alarmed,  and  the  debtor  nas 
to  call  them  together.  I  am  not  referring  to  common 
swindlers  who  abscond,  or  otherwise  bring  their  career  to  a 
sudden  close,  but  to  the  more  ordinary  cases,  where  there 
may  be  much  that  is  very  worthy  of  blame,  but  actuaJ  crime 
is  rare. 

The  cases  which  come  before  me  for  treatment  have 
hardly  ever  been  those  of  retail  traders,  but  I  have  in  the 
capacity  of  trustee  for  larger  concerns  often  had  to  do  with 
such  liquidations,  and  I  cannot  say  that  they  are  so  invari- 
ably ill  managed  as  certain  writers  suppose.  My  experience 
has  been  in  such  cases  as  the  following,  namely — 

(1.)  Where  there  have  been  excessive  outlays  on  build- 
ings and  plant,  followed  by  protracted  bad  trade. 

(2.)  Where  large  advances  including  sometimes  open 
credits  have  been  granted  to  houses  abroad  for  the  sake  of 
extending  transactions,  and  some  of  those  houses  have 
failed. 

(8.)  Where  speculations  in  cotton,  com,  tallow,  coffee, 
&o.,  nave  been  oisastrous. 

(4.)  Where  undertakings  outside  the  regular  business  of 
the  firm,  or  stock  exchange  speculations,  have  absorbed  its 
floating  capital. 

(5.)  Where  undertakings  based  on  credit  have  been  com- 
menced by  contractors,  and  a  change  in  the  condition  of  the 
money  market  has  prevented  their  completion. 

(6.)  Where  frauds  by  partners  or  others  have  suddenly 
left  a  firm  insolvent. 

(7.)  Where  withdrawals  of  capital  caused  by  deaths  or 
retirements  have  enfeebled  the  resources  of  a  firm,  or  con- 
verted what  was  capital  into  indebtedness. 

(8.)  Where,  either  by  unduly  high  living  or  the  gradual 
declension  of  a  branch  of  trade,  the  resources  of  a  firm  have 
been  gradually  sapped,  and  suspension  at  last  becomes 
imperative. 

Liquidation  otherwise  than  in  bankruptcy  is  in  such 
cases  usually  preferred,  both  by  debtor  and  creditors.  In 
fact,  I  think  I  may  say,  both  j^refer  composition  arrange- 
ments to  any  others.  Compositions  are  not  always  so  very 
profitable  to  the  insolvent  as  is  currently  assumed.  No  man 
IS  so  likely  to  over-value  a  business,  and  its  assets  generally, 
as  the  proprietor  of  that  business.  He  thinks  he  has  a 
valuable  goodwill,  when  an  outsider  might  fail  to  see  it.  He 
therefore  gets  his  relatives  and  friends  to  assist  him,  and 
arranges  a  composition  on  such  terms,  that  not  unfrequently 
he  finds  in  the  long-run  he  had  better  have  let  things  tijce 
their  course. 

In  the  case  of  a  composition,  the  accountant  engaged 
may  have  little  to  do  beyond  preparing  a  statement ;  and  I 
therefore  have  to  confine  myself  to-night  almost  entirely  to 
the  other  class  of  liquidations,  where  the  estate  is  worked 
out  and  realised  witnout  sale  to  the  debtor. 

The  indignation  with  which  many  respectable  men  speak 
of  liquidations  has  its  source,  I  think,  in  particular  scandals, 
and  still  more  in  the  impossibility  many  creditors  experience 
of  really  watching  such  cases,  and  learning  the  actual  facts. 
The  one  fact  which  comes  home  to  them  is  the  non-receipt 
of  their  money;  And  the  ont  thing  they  would  lik«  is  lomo 


self-acting  system  which  would  make  dividends  larger  and 
would  repress  fraud. 

I  think  it  mav  be  convenient  if,  turning  to  the  work  of 
the  evening,  in  the  fijrst  instance  I  touch  upon  the  duties 
undertaken  by  an  accountant  in  charge  of  a  liquidation ; 
referring  next  to  the  convenience  or  otherwise  of  the  exist- 
ing mode,  and  of  the  method  which  preceded  it,  namely 
that  of  regulating  liquidations  of  this  nature  by  Inspector- 
ship Deeds ;  and  lastly,  saying  a  word  as  to  tne  apparent 
tendency  of  legislative  proposals  now  before  Parliament. 

The  work  to  be  done  during  the  period  of  at  least  one  to 
two  months  which  usually  separates  the  presentation  of  a 
debtor's  petition  and  tne  registration  of  resolutions  for 
liquidation  by  arrangement  is  multifarious  and  full  of 
responsibility.  It  is  quite  true  that  the  law  requires  a 
receiver  to  do  as  little  as  possible,  and  even  where  there  is  a 
continuing  business,  and  the  receiver  is  therefore  appointed 
manager  as  well,  all  unnecessary  action  on  his  part  is  dis- 
couraged. I  am  not  here  to  complain  of  the  injustice 
which  this  system  may  entail.  I  recognise  that  time  is 
often  required  for  the  purpose  of  duly  ascertaining  the 
wishes  of  the  majority  of  the  creditors,  and  it  may  even 
happen  that  a  good  deal  of  time  must  be  consumed  in  mak- 
ing up  the  debtor's  books,  before  certainty  can  be  attained 
as  to  who  the  creditors  are.  The  more  trying  the  position 
of  one  who  must  act  without  having  a  regular  warrant  for  it, 
the  greater  credit  attends  a  proper  performance  of  all  the 
work  which  in  the  interest  of  the  creditors  must  be  done. 

Although  it  may  seem  very  shocking  to  say  a  good  word 
for  the  debtor,  I  am  compelled  to  acknowledge  that  in  many 
respects  the  liquidator  is  liable  to  fall  into  error  unless  either 
the  debtor  or  one  in  whom  he  had  been  accustomed  to  repose 
confidence  can  be  readily  consulted.  The  information  which 
the  liquidator  must  laboriously  acquire  is  theirs  already ; 
they  can  tell  what  according  to  their  light  is  necessary  in 
order  to  minimise  or  prevent  loss,  and  the  liquidator  must 
weigh  carefully  all  their  representations,  and  take  respon- 
sibility either  of  accepting,  or  of  disregarding,  them.  Very 
often  there  is  a  process  of  mutual  education  going  on,  for  the 
debtors  are  as  ignorant  of  the  bearing  of  their  changed 
position  upon  the  daily  necessities  of  their  business,  as  the 
liquidator  can  be  of  the  special  exigencies  of  that  business. 

A  liquidator  who  hfibs  the  advantage  of  acquiring  experience 
in  a  good  office  before  being  obliged  to  act  on  his  sole  respon- 
sibility, soon  picks  up  a  notion  as  to  what  creditors  may  be 
and  ought  to  be  consulted  whenever  possible,  and  what 
debtors  deserve  a  share  of  confidence.  For  not  every 
creditor,  how  influential  soever  in  weight  of  cash,  is  a  good 
guide.  I  knew  a  case  where  two  men  who  had  suspended 
payment  were  asked  by  their  largest  creditor  to  do  an  im- 
proper act  (or  allow  it  to  be  done),  and  because  they  would 
not  consent,  their  discharge  remains  ungranted  to  this  hour ; 
but  almost  every  other  creditor  rallied  to  the  support  of  the 
liquidator,  and  enabled  him  to  prevent  any  undue  preference 
bemg  gained  by  the  creditor  in  question.  .  In  another  case 
in  which  I  was  concerned,  quite  a  large  section  of  the 
creditors,  men  of  high  character,  desired  me  to  adopt  a  course 
which  to  me  appeared  simply  impossible ;  counsel  advised  in 
favour  of  their  contention,  though  not  upon  a  case  which  I 
had  submitted;  nevertheless,  I  maintamed  my  own  view, 
and  in  the  event,  nobody  had  the  hardihood  to  contest  the 
propriety  of  my  conduct  in  a  court  of  law,  although  the 
matters  at  issue  were  of  no  slight  magnitude. 

Much  depends  on  the  preservation  of  temper  and  tact  in 
dealing  with  such  cases.  It  is  possible  to  disappoint  many 
without  making  an  enemy  of  one  ;  and  when  it  is  borne  in 
mind  that  creditors  have  often  to  suffer  severely  through  tlie 
unexpected  collapse  of  those  in  whose  solvency  they  implicitly 
believed,  it  will  be  seen  that  civility  at  the  least,  and  every 
service  compatible  with  duty,  is  owing  from  the  liquidator  to 
them.  Experience  shows  that  creditors  are  by  no  means 
harsh  or  ungrateful  as  a  class,  and  the  more  fully  they  are* 
infoimed,  the  easier  they  are  to  deal  with,  though  undoubtedly 
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the  J  often  give  a  considerable  amount  of  trouble,  and  are 
not  alwajs  rational  in  their  Tiews. 

With  the  aid,  then,  of  the  debtor,  some  of  the  creditors, 
and  usually  the  debtor's  solicitor,  the  receiver  has,  witliout 
waiting  for  the  confirmation  of  his  appointment,  to  grapple 
with  such  questions  as  the  following : — 

Whether  the  whole  of  the  debtor's  staff  or  what  portion  of 
it  should  be  dismissed  ? 

Whether  the  premises  occupied  should  be  vacated  and 
when? 

Whether  there  are  goods,  or  securities,  in  the  debtor's 
hands,  or  held  by  secured  creditors,  which  should  be  sold 
immediately,  and  how  they  may  best  be  realised  ?  Some- 
times secured  creditors  hold  produce  or  securities  of  like 
nature  with  other  produce  or  securities  unpledged,  and  if 
they  are  suffered  to  throw  such  things  hastily  on  the  market, 
it  may  be  long  in  recovering  its  tone.  Arrangements  have  in 
such  cases  to  be  made  for  selling  the  whole  through  one 
medium,  and  the  liquidator  may  have  to  finance  the  business, 
to  prevent  rash  and  precipitate  action ;  for  there  are  those 
who  profit  by  unfavourable  sales,  and  will  not  easily  be 
hindered  from  making  such. 

Whether  any  goods  held  on  consignment  ought  to  be  given 
up  to  the  consignor,  and  on  payment  of  what  sum  ?  It  will 
sometimes  happen  that  the  debtor  has  accepted  bills  or 
entered  into  liabilities  for  the  consignor,  and  the  latter  has 
to  take  them  up  before  he  is  entitled  to  claim  his  goods. 

Sometimes  there  are  works  in  progress,  as  in  the  case  of  a 
railway  contractor  or  a  builder.  It  becomes  a  question  how 
to  meet  the  wages  due  to  an  army  of  workpeople,  and 
whether  a  good  arrangement  can  be  come  to  with  the  rail- 
way companies  or  others  interested  for  the  completion  of  the 
work.  Some  of  the  creditors  may  hold  largely  of  the  securities 
of  the  incomplete  undertaking,  and  may  therefore  be  willing 
to  I  find  cash  for  its  completion  on  terms  which  may  be 
arranged.  Bat  as  any  break  in  the  continuity  of  the  work 
may  be  disastrous,  such  negociations  have  to  be  hurried 
through  if  success  is  to  be  attained. 

Then  there  may  be  ships  or  steamers  on  voyages,  which 
are  Uable  to  arrest,  and  which  must  be  released  from  all 
difficulty  and  brought  home  for  sale,  in  order  to  duly  realise 
the  estate.  The  liquidator  in  such  cases  may  have  to  be 
ready  with  his  own  guarantee  or  with  security  if  required, 
to  prevent  a  disastrous  course  of  events.  He  must  judge 
whether  to  interefere,  or  leave  the  vessel  to  the  mortgagees. 

Ironworks,  factories,  &c„  may  have  to  be  kept  going,  not 
only  to  preserve  them  in  a  saleable  condition  as  "  going  con- 
cerns," but  also  to  ensure  the  fulfilment  of  existing  contracts 
for  purchases  and  sales,  which  if  broken  would  entail  damages 
all  round,  but  which  if  carried  out  may  end  in  a  profit. 
Here  again  mortgagees  and  landlords  may  have  to  be  a^ed 
to  concede  something. 

Then  there  are  other  contracts,  unconnected  with  manu- 
facturers, which  must  be  carefully  scanned.  Where,  for 
instance,  there  have  been  many  speculative  purchases  and 
sales  of  cotton,  suppose  prices  are  falling  and  have  fallen, 
ten  to  one  there  are  sales  at  far  better  prices  than  those  of 
the  day  which  can  be  covered  by  fresh  purchases,  and  a  cash 
margin  of  profit  secured ;  whilst  the  purchases  made  by  the 
debtor  at  much  higher  prices  need  not  be  fulfilled,  but  the 
parties  may  be  allowed  to  claim  and  rank  for  damages.  On 
a  rising  market,  the  purchases  can  be  rendered  available, 
and  the  sales  left  unfulfilled.  Much  of  course  depends  on 
circumstances,  such  as  whether  the  adoption  of  the  policy 
here  alluded  to  would  involve  serious  risk  ?  And  whether, 
having  regard  to  the  probable  rate  of  dividend,  the  damages 
ranked  wUl  exceed  the  profits  secured  in  importance. 

One  fact  not  to  be  ignorant  is  this ;  that  speculators  often 
fail  in  groups  or  several  at  one  time ;  that  speculative  deal- 
ings often  cause  the  same  parcel  of  cotton  to  change  hands 
many  times,  so  that  a  practice  of  "  passing  names  "  has 
grownup,  analogous  to  that  which  prevails  on  the  stock 
exchange.  If  a  long  series  of  persons  have  successfully 
^parchasod  and  sold  the  same  lot,  and  the  debtor  in  whose 


affairs  you  are  interested  is  low  down  in  the  series,  it  deserves 
inquiry  whether  the  parcel  has  ever  reached  the  hands  of 
the  firm  who  sold  it  to  the  debtor  ?  if  they  never  had  it,  they 
could  not  claim  damages  horn,  the  debtor  for  not  taking  it 
from  them  under  his  contract.  In  fact,  they  must  not  only 
have  had  it,  but  must  have  taken  the  trouble  to  tender  it,  in  a 
due  and  legal  manner,  before  their  claim  to  rank  for  damages 
can  be  sustained.  I  mention  this,  that  when  such  a  case 
arises,  my  hearers  may  not  be  in  a  great  hurry  to  admit 
claims  or  to  do  anything  which  may  restrict  their  freedom 
to  reject  claims  of  this  nature. 

Naturally,  creditors  like  their  contracts  carried  out,  and 
may  wish  to  have  the  benefit  of  corresponding  contracts  into 
which  the  debtor  has  entered,  and  where  such  matters  oan 
be  arranged  without  detriment  to  the  estate  it  is  right  to 
arrange  them. 

In  the  case  of  bankers  failing,  there  may  be  much  to  do 
in  the  wav  of  surrendering  securities  on  payment  of  accounts 
or  loans,  but  except  in  the  case  of  following  up  risky  debtors 
of  the  bank  who  cannot  safely  be  given  time  until  a  trustee 
IS  appointed,  there  is  little  else  that  is  so  pressing  as  to  force 
the  receiver  into  immediate  action.  In  all  I  have  so  far  been 
describing,  and  in  much  else,  the  receiver,  must  run  the  risk 
of  acting,  or  of  refusing  to  act,  before  the  lapse  of  the 
month  or  two  which  at  the  least  must  pass  before  resolutons 
can  be  registered. 

The  custody  of  the  debtor's  books,  documents,  and  valu- 
ables generally  is  usually  taken  on  the  first  day,  except  when 
it  is  convenient  to  allow  the  staff  of  the  debtor  to  complete 
the  books,  as  in  mercantile  cases  must  almost  invariably  be 
done. 

After  having  passed  a  month  or  two  in  constant  turmoil, 
the  receiver  must  be  prepared  to  find  himself  dismissed  with- 
out any  cause  assigned,  and  in  that  case  he  may  reasonably 
look  for  a  denial  of  all  fair  consideration  for  his  time, 
trouble,  and  risk,  happy  if  he  be  not  a  pecuniary  loser.  The 
trustee  who  is  appointed  in  his  place  may  make  it  his 
business  to  find  fault,  and  as  for  any  legal  claim  to  pajrment 
for  services,  it  can  hardly  be  enforced.  The  Court  of  Bank- 
ruptcy, in  defiance  of  facts,  is  guided  by  the  notion  that  a 
receiver  need  do  nothing  but  sit  upon  the  assets  and  take 
such  receipts  as  chance  to  reach  him,  and  consequently  his 
remuneration  need  only  be  small.  An  official  can  let  things 
go  to  ruin  in  that  way,  no  other  man  can ;  least  of  all  an 
accountant,  whose  future  propects  depend  on  making  the 
best  of  things  for  his  employers,  the  creditors.  There  are 
reasons  in  the  nature  of  things  for  this  distinction  between 
the  official  class  and  ordinary  mortals,  not  altogether  dis- 
creditable to  the  former,  but  the  fact  remains. 

It  behoves  therefore  any  accountant  who  may  have  before 
him  a  proposal,  that  he  will  allow  himself  to  be  appointed 
receiver  in  a  given  matter,  to  reflect  upon  the  nature  of  the 
business,  and  the  likelihood  of  meeting  with  such  support  as 
will  render  his  appointment  as  trustee  a  foregone  conclusion, 
before  he  consents.  Where  one's  action  is  called  for  by  a 
good  client  loss  may  be  faced,  but  in  most  cases  it  is  neither 
necessary  nor  desirable  to  enter  upon  such  a  piece  of  business 
without  adequate  support,  and  especially  not  to  become  as- 
sociated with  schemes  for  working  failed  concerns  which 
may  turn  out  disastrously,  and  which  involve  outlay  in  the 
meantime.  When  once  the  position  has  been  accepted,  the 
receiver  must  put  aside  the  consideration  of  his  immediate 
interest  and  comfort,  and  simply  strive  to  act  in  such  wise 
that  an  impartial  critic  will  be  compelled  to  say  he  could 
not  do  more.  Whenever  need  arises  for  the  exercise  of  dis- 
cretion, unless  the  receiver  is  previously  acquainted  with  the 
views  of  his  committee,  he  should  endeavour  to  consult  them 
if  possible  at  a  regular  meeting,  otherwise  singly  as  he  can 
get  at  them.  And  in  case  of  great  urgency  he  must  even  act 
Ivithout  them,  and  trust  to  have  their  approval  when  he 
reports  at  the  first  opportunity  what  he  has  done. 

A  word  as  to  agreements,  compromises,  undertakings,  &c., 
hastily  entered  into.  Let  no  man  think  himself  so  acute  as 
to  require  no  aid  in  settling  their  t^rms.    A  little  oara  and 
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foresight  in  wording  such  documents  may  save  bad  blood  and 
litigation  afterwards.  Avoid  verbal  understandings  ;  or  seize 
the  first  moment  to  send  a  letter  reciting  them  to  those  con- 
cerned, giving  an  opportunity  of  challenging  any  inaccuracy. 
Above  all,  do  not  rely  on  obscure  conditions,  which  may  be 
read  more  ways  than  one,  especially  if  you  have  the  faintest 
suspicion  that  the  other  party  views  them  in  a  light  differing 
from  your  own.  These  words  may  seem  to  savour  of  plati- 
tude, but  are  too  important  in  practice  for  omission  in  an 
address  to  those  who  have  yet  to  assume  the  responsibilities 
of  principals.  It  is  better  to  be  disagreeably  plam,  than  in 
the  least  degree  vague. 

I  have  sometimes,  when  asked  to  intervene  at  a  critical 
stage  of  a  man's  afiairs,  felt  a  delicacy  which  prevented  me 
from  alluding  to  money  matters,  and  have  found  myself  soon 
after  in  the  position  of  an  unsecured  creditor.  I  think  I 
have  been  wrong,  and  that  the  earlier  things  of  this  sort  are 
dealt  with,  the  better.  When  a  service  is  about  to  be 
rendered,  people  can  better  judge  what  it  is  worth,  than  when 
the  whole  thing  has  become  a  matter  of  history,  and  they 
see  the  bill,  but  have  forgotton  the  advantage  they  derived 
or  hoped  to  obtain.  Bear  in  mind  that  I  am  far  from 
advocating  any  sordid  greed,  but  when  the  parties,  on  the 
threshold  of  an  important  piece  of  work,  are  not  prepared 
to  agree  upon  some  reasonable  scale  of  charge,  it  is  better  to 
allow  them  to  take  their  business  elsewhere. 

The  duties  of  the  trustee  when  he  has  been  regularly  con- 
firmed in  office  are  more  extensive  than  those  of  a  receiver 
because  they  comprehend  everything,  and  not  merelv  those 
matters  which  press  for  instant  treatment.  One  of  the  chief 
is  the  criticism  of  proofs  of  debt.  The  careful  realisation 
of  securities  may  occupy  many  years,  may  involve  Parlia- 
mentary contests,  journeys  to  foreign  lands,  in  fact  an  infinity 
of  trouble  and  litigation.  Where  possible  it  is  well  to  keep 
the  creditors  generally  advised  of  the  course  of  events,  by 
special  circulars,  or  by  printing  the  reports  presented  to 
successive  meetings  of  creditors ;  but  I  think  there  is  little 
utility  in  presenting  the  whole  body  of  creditors  with  details, 
rather  inclining  to  the  practice  of  inviting  creditors  to  attend 
and  make  any  inquiries  they  choose,  and  if  they  are  largely 
interested,  asking  them  to  be  present  at  the  committee 
meetings. 

I  am  sure  I  represent  the  general  feeling  of  the  profession 
when  I  say  that  litigation  should  be  avoided  as  far  as 
possible,  and  when  it  has  to  be  undertaken  should  be  based 
on  merits  and  not  on  technicalities.  I  have  had  a  good  deal 
to  do  with  such  matters,  but  the  rule  just  stated  has  almost 
always  led  to  success  when  I  have  been  forced  into  hostile 
proceedings. 

Perhaps  I  may  now  proceed  to  speak  of  the  convenience 
or  otherwise  of  the  existing  system.  Before  doing  so  I  may 
say  that  I  shall  be  glad  to  deal  with  any  practical  questions 
upon  the  work  of  liquidation  which  may  be  propounded  after 
my  lecture  has  been  delivered,  but  it  seems  mipossible  to 
discuss  every  imaginable  difficulty  by  anticipation,  and  I 
therefore  do  not  make  the  attempt. 

On  the  whole,  I  prefer  the  method  of  liquidation  by 
arrangement  to  that  which  preceded  it,  namely  liquidation 
under  deed  of  inspectorship.  The  latter  was  attended  in 
some  cases  with  much  less  delay,  and  it  placed  the  accoun- 
tant in  his  right  position,  that  of  professional  adviser  to  a 
body  of  inspectors  who  took  the  main  responsibility.  In 
those  respects  it  had  its  advantages,  and  they  were  not  small 
ones,  but  it  was  attended  with  imconvenience  in  several 
respects. 

First,  it  is  very  probable  that  many  deeds  were  carried 
into  effect,  with  inspectors  i;iamed  in  the  interest  of  the 
debtor,  when  very  different  persons  would  have  been 
appointed  after  a  discussion  at  a  meeting  duly  convened, 
before  which  a  statement  of  affairs  has  been  laid. 

Second,  it  was  sometimes  difficult  to  obtain  the  signatures 
of  the  required  majority  in  value,  where  large  sums  were 
due  to  trustees  or  others  who  desire  to  be  neu&'al,  although 
Irieadly  to  Uie  aoftDgement  proposed*    That  difficulty  has  ^ 


been  removed  by  confining  the  power  of  voting  to  creditors 
present  in  person  or  by  proxy,  leaving  neutrals  the  option  of 
staying  away.  It  is  true  this  also  disables  absentees,  persons 
at  a  great  distance,  from  voting,  but  it  has  been  usual  where 
such  persons  appeared  to  be  creditors  for  large  sums,  to  allow 
time  for  them  to  be  represented,  at  all  events  at  the  final 
meeting  or  at  any  meeting  convened  under  clause  28  for  the 
confirmation  of  a  scheme. 

Third,  it  was  in  the  power  of  soUcitors  to  prepare  on  each 
occasion  a  long  deed  in  such  form  and  with  such  an  arrange- 
ment of  clauses  as  they  saw  fit.  Thus  creditors  were  obliged 
either  to  sign,  as  they  generally  did,  a  long  document  with- 
out perusal,  or  else  they  had  to  obtain  legal  assistance  to 
enable  them  to  judge  of  the  bearings  of  the  document. 
The  law  as  it  stands  in  effect  provides  a  common  form,  in 
which  the  creditors  by  a  few  short  and  intelligible  resolutions 
are  enabled  to  fill  up  the  blanks,  so  that  it  is  a  man's  own 
fault  if  he  does  not  fully  appreciate  the  character  and  bear- 
ing of  the  resolutions  proposed. 

As  to  the  abuses  wmch  may  arise  where  the  debtor  is 
himself  unscrupulous  and  where  a  lawyer  unencumbered  by 
principle  is  doing  his  best  for  such  a  client,  I  can  see  no 
greater  risk  of  such  abuses,  under  the  liquidation  clause 
than  under  the  old  deeds.  On  the  whole  I  should  say  the 
deeds  were  worst.  At  all  events  there  is  opportunity  for  a 
diligent  creditor  imder  the  present  law  to  counter-work  a 
dishonest  insolvent  debtor.  Under  a  deed  of  arrangement 
which  might  be  smuggled  along  without  asking  him  for  his 
assent  he  was  at  a  greater  disadvantage.  I  for  one  feel  as 
Dickens  did,  that  the  law  for  decent  people  should  not  be 
distorted  because  his  typical  Sloggings,  with  the  broken 
nose,  the  black  eye,  and  the  bull-dog,  appears  to  demand  a 
different  kind  of  legislation.  I  say,  take  the  trouble  to 
inspect  the  actions  of  debtors,  solicitors,  and  liquidators, 
and  where  a  good  case  can  be  made  out,  make  an  example 
of  Sloggings. 

One  of  the  worst  abuses  attending  the  system  of  deeds  of 
arrangement  was  the  creation  of  fictitious  claims,  in  respect 
of  which  persons  gave  assents,  overbearing  the  opposition  of 
bona  fide  creditors  for  value.  I  regret  to  say,  I  am  told  no 
good  authority  that  such  practices  are  still  resorted  to.  The 
necessity  of  supporting  every  claim  by  an  oath  is  therefore 
insufficient  to  check  malpractices  of  this  nature. 

In  the  course  of  my  own  business,  I  have  had  no  experi- 
ence of  such  claims  as  these,  though  I  have  seen  that 
persons  have  sometimes  exaggerated  ideas  of  what  they  are 
entitled  to  prove  for. 

Where  sach  means  are  resorted  to,  in  order  to  gain  the 
control  of  an  estate,  it  is  reasonable  to  look  for  a  dishonest 
administration  of  the  assets,  and  if  there  'were  means  of 
scrutinising  the  accounts  of  estates  in  liquidation,  not  so 
much  b]^  way  of  audit  as  for  the  purpose  of  detecting  obvious 
improprieties,  it  would  greatly  facilitate  the  detection  and 
punishment  of  fraud.  A  good  deal  of  jobbery  may  however 
remain,  after  all  obvious  ^ud  has  been  eliminated. 

One  may  sum  up  the  present  situation  in  a  very  few 
words;  it  works  well  and  economically  when  the  law  is 
carried  out  under  the  effective  supervison  of  a  committee  of 
respectable  creditors ;  in  all  other  cases  it  is  liable  to  huge 
abuses,  which  arise,  or  not,  according  as  the  trustee  is 
honest  or  otherwise. 

The  final  subject  I  am  to  touch  upon  is  the  proposed 
alteration  of  the  law  embodied  in  Mr.  Ghamberlain^s  Bill. 

The  objects  Mr.  Chamberlain  has  in  view  appear  to  me  to 
be  two. 

First,  to  terrorise  debtors  into  declaring  themselves 
insolvent  very  soon  after  they  find  themselves  imable  to  pay 
20s.  in  the  pound  to  everybody. 

Second,  to  keep  estates  in  the  hands  of  public  officers  in 
the  early  stages  of  the  proceedings,  in  order  that  such 
officers  may  place  before  creditors  at  their  first  meeting, 
an  impartial  estimate  of  the  conduct  of  the  debtor,  and 
may  also  prevent  any  one  gaining  a  praotioal  control  ol  tho 
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estate  before  the  creditors  have  met  and  voted  upon  the 
subject. 

He  does  not  disguise  his  belief  that  the  creditors  would 
often  wish  to  leave  the  estate  under  the  control  of  the 
official  receiver,  and  he  believes  in  liquidation  by  officials  as 
being  more  economical  and  honest  than  liquidation  by  a 
nominee  of  creditors,  save  in  the  more  important  cases  of 
liquidation,  with  which  he  does  not  desire  to  interfere. 

My  humble  opinion  is,  that  Mr.  Chamberlain  will  fail  in 

his  first  objeot,  because,  first  of  all,  human  nature  is  such  that 

hardly  any  man  estimates  his  assets  at  what  they  are  really 

worth,  nor  do  people  usually  take  into  account  tne  whole  of 

their  liabilities.    A  man  may  easily  become  insolvent  without 

knowing  it,  and  may  never  find  out  his  real  position  until 

absolute  dearth  of  cash  compels  him  to  test  the  value  of  his 

other  assets.     In  the  next  place,  the  mere  fact  of  failure  is 

destructive  of  a  man's  property.    A  business  established  and 

•aming  a  certain  profit  has  a  certain  value ;  if  it  be  stopped, 

that  value  very  nearly  disappears.    If  then  through  rash 

speculation,  an  expensive  family,  or  casual  bad  debts  a  man 

in  trade  becomes  unable  to  pay  20s.  in  the  pound,  his 

creditors  are  by  no  means  certain  to  think  it  beneficial  to 

their  interest  that  he  should  wind-up  his  affairs.    They  keep 

their  customer  by  keeping  the  business  going.     Ue  can 

better  afford  to  pay  them  privately  13s.  4d.  than  by  open 

liquidation  68.  8a.  and  by  their  indulgence  he  may  recover 

his  position  and  even  end  in  becoming  rich. 

I  think  that  more  co-operation  amongst  creditors,  on  the 
model  of  that  which  takes  place  in  the  wholesale  drapery 
trade,  is  desirable.  A  Chamher  of  Commerce  might  do  real 
service  by  allowing  one  of  its  employes  to  act  as  proxy  for 
members  of  the  Chamber,  or  even  for  fellow  townsmen,  and 
restricting  his  further  action  to  that  of  a  committee  man. 
Such  an  official  would  soon  become  experienced,  and  would 
wield  a  power  as  serviceable  to  lionest  men  as  it  would  be 
inconvenient  to  others.  The  objection  is  that  he  would 
know  too  much. 

Then  as  to  the  intervention  of  official  receivers  in  the 
multitude  of  small  cases,  I  am  rather  inclined  to  expect 
good  to  result,  should  the  receivers  be  carefully  chosen, 
because  in  such  cases  the  evil  done  by  officialism  is  at  a 
minimum.  The  affairs  of  small  debtors  are  apt  to  be  simple 
enough.  Their  conduct  even  may  be  gauged  without  much 
delay  or  difficulty.  But  every  step  from  the  simplest  form 
of  liquidation  adds  to  the  evils  of  official  interference,  and 
decreases  the  power  of  an  official  to  arrive  at  a  speedy  and 
just  decision  upon  the  subject  of  the  debtor's  conduct. 
I  am  sure  that  in  large  cases,  the  need  of  presenting  an 
ejfcriy  report,  whilst  the  glamour  of  mercantile  eminence  yet 
clings  aoout  the  debtor,  would  lead  to  the  presentation  of 
reports  much  too  favourable  to  gentlemen  whose  like  I  can 
recollect. 

There  is  some  need  of  interference  to  prevent  an  estate 
being  got  hold  of,  before  a  proper  person  has  been  nominated 
by  creditors;  the  question  is  whether  such  interference 
should  take  the  form  suggested  by  Mr.  Chamberlain's  Bill, 
or  whether  the  court  should  accept  a  little  more  responsibility 
by  calling  on  some  of  the  creditors  known  to  be  reputable 
people  to  nominate  their  man  without  waiting  for  a  meeting 
and  without  regarding  too  closely  the  amount  of  the  debts  due 
to  the  creditors  so  caUed  upon.  But  responsibilitv  for  any 
initiative  is  what  Judges  dislike  more  than  anything  else, 
and  in  the  absence  of  the  action  suggested,  I  concede  that 
the  option  is  only  between  an  official  and  the  present 
method. 

Mr.  Chamberlain  might  usefully  reflect  upon  two  things ; 
one  being  that  notwithstanding  all  the  outcry  about  liquid- 
ations, creditors  as  well  as  debtors  prefer  liquidation  to 
bankruptcy,  for  the  simple  reason  that  they  like  to  have  the 
full  and  unfettered  control  of  the  business  of  winding  up  an 
estate.  The  vast  mass  of  estates  where  liquidation  or 
composition  is  agreed  upon,  must  be  supplemented  by  the 
estates  assigned  for  the  benefit  of  creditors  and  the  other 
estates   arranged  even  more  privately,   before  the  total 


administered  outside  bankruptcy  can  be  arrived  at.  The 
other  point  is  this,  that  by  multiplying  officials  and 
machinery  he  is  sure  to  cause  unnecessary  expense  and 
increased  delay ;  at  all  events  that  is  so  wherever  he  has  to 
do  with  honest  people.  A  smaller  expense  and  no  delay 
would  be  incurred  by  establishing  a  small  board  of  supervisors, 
to  see  the  law  executed,  and  to  enquire  at  their  pleasure  into 
all  liquidation  proceedings,  reporting  both  upon  debtors  and 
liquidators,  and  furnishing  for  the  first  ^ime  reliable  statistics 
as  to  the  operation  of  the  law. 


MANCHESTEE  ACCOUNTANTS'  STUDENTS' 

SOCIETY, 


The  second  general  meeting  of  the  Manchester  Account- 
ants' Students'  Society  was  held  in  the  Old  Town-hall, 
Manchester,  on  Monday  evening,  5th  March,  1883,  at  half- 
past  six  o'clock.  There  were  present :  — Adam  Murray, 
Esq.,  F.C.A.,  in  the  chair,  David  Smith,  Esq.,  F.C.A., 
C.  R.  Trevor,  Esq..  F.C.A.,  and  a  large  attendance  of 
members.  The  minutes  of  the  previous  meeting  were  read 
by  the  Hon.  Sec,  Mr.  A.  E.  Piggott,  and  duly  confirmed. 
Mr.  Murray,  after  a  few  introductory  remarks,  called  upon 
Mr.  C.  B.  Trevor  to  deliver  his  lecture  on  **  Book-keeping  and 
Auditing,"  whereupon  that  gentleman  delivered  the  following 
lecture : — 

Having  chosen  **  Book-keeping  "  as  the  subject  of  the  first 
lecture  to  your  society,  I  may  be  asked  why  so  common- 
place and  uninteresting  a  subject  should  be  selected  to  fill 
so  prominent  a  position.  Why  not  choose  one  of  the  many 
more  important  subjects  of  a  higher  grade,  more  distinctly 
expressing  some  of  the  several  branches  of  the  practice  A 
accountancy,  and  more  worthy  of  the  foeman's  steel?  I 
answer,  because  it  is  equally  more  logical,  more  scientific, 
and  more  practical  tobegm  at  the  basis,  to  lay  a  soUd 
foundation  before  attempting  to  erect  a  superstructure,  and 
to  prove  the  soundness  and  solidity  of  such  foundation 
before  propounding  elaborate  designs  for  the  ornamentation 
and  enrichment  of  the  mtended  edifice.  I  mam  tain  that 
these  remarks  have  a  fitting  application  to  the  circumstances 
of  our  young  and  promising  Society ;  and  although  some  of 
our  more  advanced  members,  our  A.C.A.'s  and  thosd  who 
fill  important  positions  in  the  office  of  our  city  may  be  dis- 
posed to  look  upon  the  subject  as  one  rather  beneath  their 
attention.  I  ask  them  to  consider  those  for  whom  more 
especially  the  Society  has  been  formed,  those  who  are 
aspiring  to  become  the  A.C.A.'s  and  F.C.A.'s  of  the  future, 
not  by  the  more  easy  path  of  so  many  year's  service  and 
expenence,  but  by  the  more  creditable  and  satisfactory  test 
of  the  examinations  prescribed  by  our  Institute  under  the 
authority  of  her  most  gracious  Majesty's  Charter  of  Incor- 
poration. The  proposition  that  bookkeeping  is  a  necessary 
part  of  the  education  of  a  man  of  business  is  scarcely  yet 
recognised  to  its  full  extent  in  educational  arrangements, 
but  in  considering  the  needs  of  a  student  in  accountancy  we 
must  go  further  Uian  this,  and  say  that  a  thorough  grasp  of 
the  theory  and  practice  of  bookkeeping,  not  only  in  its  first 
principles  and  outlines,  but  in  its  more  complicated  and 
varied  details,  is  an  indispensable  requisite  to  proficiency  in 
the  duties  of  an  accountant.  This  is  fully  recognised  by  the 
foremost  place  given  to  bookkeeping  in  the  petition  for  the 
Charter,  and  in  the  list  of  subjects  for  the  intermediate  and 
final  examinations.  Bookkeeping  is  described  as  "the  art 
'*  of  recording  mercantile  transactions  in  a  regular  and 
"  systematic  manner ;  the  art  of  keeping  accounts  in  such 
"  a  manner,  that  a  man  may  know  the  true  state  of  his 
"  business  and  property  by  an  inspection  of  his  books."  -It 
is  therefore  of  the  highest  importance  to  every  person  in 
business  to  have  the  benefit  of  this  art  brought  to  bear  upon 
the  management  of  his  affairs,  and  the  advantages  which 
may  be  derived  from  it  are  most  easily  illustrated  by  the 
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facts  which  come  within  the  experience  of  the  account- 
ant, when  his  assistance  has  to  bo  invoked  in  order 
to  discover  and  report  upon  the  evil  consequences 
which  have  been  induced  by  neglect  of  its  use.  Amongst 
the  consequences  which  frequently  come  to  light  as 
resulting  from  ignorance  or  disuse  of  this  art  may  be  enu- 
merated the  following : — uncertainty  as  to  the  trader's  true 
position  with  his  creditors  and  others,  inability  to  trace  the 
causes  of  loss  or  leakage  in  his  property,  disputes  between 
persons  in  trade,  the  opportunity  afforded  to  dishonest 
servants  to  commit  small  and  increasing  thefts  through  the 
absence  of  check  upon  their  dealings,  and  finally,  insolvency, 
bankruptcy,  and  ruin,  which  might  have  been  prevented  by  a 
timely  acquaintance  with  the  true  state  of  his  affairs,  by  a 
reduction  of  expenditure  of  arresting  of  loss,  which  such 
knowledge  might  have  led  to.  Bad  bookkeeping  may  be 
called  the  accountant's  "provider,"  by  producing  the 
necessity  for  his  employment  either  to  remedy  the  evil 
before  it  is  too  late,  or  to  bring  to  light  its  effects  when  the 
case  has  become  hopeless. 

It  is  well-known  that  the  art  was  first  practised  in  Italy 
■by  the  enterprising  merchants  of  Venice  and  Genoa,  and  that 
the  first  treatise  on  the  subject  was  produced  in  1495,  by 
Lucas  de  Borgo,  in  the  Italian  language.  The  pioneers  of 
commerce  and  banking  of  those  days  thus  became  the  intro- 
ducers of  the  system  first  called  the  "  Italian,"  because  the 
extension  of  their  trade  led  to  the  necessity  for  systematising 
its  records,  and  their  prudence  led  them  to  appreciate  and 
adopt  the  new-bom  art. 

Some  writers  on  bookkeeping  speak  of  "  single  entry  "  and 
**  double  entry  "  as  two  distinct  and  separate  systems,  the 
one  of  a  simple  and  the  other  of  a  more  complex  character, 
but  I  rather  agree  with  thdse  who  regard  single  entry  as 
imnerfect  and  wanting  in  system,  and  maintain  that  there 
is  but  one  true  method  deserving  the  name  of  a  system  or 
art,  and  that  **  doubly  entry  "  may  be  adopted  to  all  and 
every  character  of  business  or  description  of  accounts.  It 
is  claimed  for  the  Italian  method,  as  adopted  by  modem 
practice,  "  that  it  grounds  itself  upon  the  scientific  axiom 
"  that  the  whole  is  equal  to  the  sum  of  all  its  parts  ;  that  it 
"  is  satisfied  with  nothing  less  than  a  perfect  equilibrium 
**  between  the  total  amount  of  all  the  debtor  accounts  on 
"  one  side  and  that  of  all  creditor  accounts  on  the  other 
**  side  ;  that  it  arrives  at  this  ultimate  result  by  exacting,  at 
"  every  step  of  its  progress,  the  same  equilibrium  between 
•'  the  debtor  and  creditor  in  each  entry ;  and,  by  suffering 
"  no  event,  either  inwards,  internal,  or  outwards,  to  take 
•*  place  without  a  self -balancing  entry,  that  it  secures  at 
"  last  its  great  object  of  presenting  a  perfect  picture  when- 
"  ever  all  these  separate  parts  are  collected  together  as  a 
•*  whole."  The  art  of  bookkeeping  however,  differs  from 
many  other  arts,  especially  those  known  as  *'  the  fine  arts," 
in  this  respect,  that  whilst  the  latter  depend  upon  or  are 
greatly  aided  by  the  imaginative  powers  of  the  mind,  this 
art,  on  the  contrary,  accepts  only  dry  and  stem  facts,  and 
cannot  choose  its  material  or  reject  at  pleasure  but  takes 
the  facts  as  they  arise,  disjointed  and  unconnected  as  they 
may  be,  and  weaves  them  into  a  complete  and  well-arranged 
whole,  each  part  filling  a  necessary  place,  and  the  whole 
constituting  what  is  described  as  "  a  perfect  picture  of  a 
merchant's  affairs  "  which  can  be  readily  grasped  and  under- 
stood, and  which  displays  its  artistic  character  by  its 
simplicity  and  clearness  and  truthfulness  to  nature. 

As  I  do  not  propose  to  regard  **  single  entry"  as  a  system, 
or  as  forming  a  part  of  the  art  now  described,  I  will  make 
only  one  remark  respecting  its  treatment  by  the  accountant 
or  auditor,  and  that  is,  that  when  called  upon  to  complete, 
to  bring  into  order,  or  to  deduce  results  from  accounts  kept 
in  this  manner,  the  principles  of  double  entry  must  be 
applied,  and  the  conclusions  tested  and  proved  by  their 
means.  I  do  not  mean  to  assert  that  it  is  necessary  in 
every  case  to  raise  and  extract  nominal  accounts,  and 
produce  a  perfect  balance  by  their  means,  but  that  in  some 
xonn  or  other,  either  by  accepting  tottUa  or  collecting  the 


materials  to  arrive  at  them,  we  muft  imagine  ourselves  to 
be  dealing  with  a  double  set  of  accounts,  and  find  out 
whether  the  conclusions  to  which  the  figures  point  are 
consistent  with  an  even  balance  of  the  whole.  Complica- 
tions which  the  single-entry  bookkeeper  is  unable  to  unravel 
may  be  dissolved  by  supplying  the  counterpart,  and  treating 
the  items  in  double-entry  form.  As  an  illustration  I  adduce 
the  following  from  experience : — A.  and  B.  were  in  partner- 
ship as  horse  dealers ;  A.  put  in  £500,  and  B.  £150 ;  they 
usually  divided  the  profits  when  they  realised  them,  and 
kept  no  books.  Mutual  confidence  having  been  destroyed,  a 
suit  was  commenced  in  the  equitable  jurisdiction  of  the 
County  Court,  and  the  Court  decreed  a  dissolution  and  the 
taking  of  accounts.  It  appeared  from  receipts  and  scrap 
memoranda  that  the  unsettled  purchases  and  payments 
amounted  to  £567  9s.  2d. ;  that  B.  had  sold  five  horses 
for  £200  and  retained  the  amount ;  that  a  blind  horse 
had  been  sold  at  a  profit  of  £2  lOs.,  and  a  pony  at  £8,  and 
the  profits  retained  by  A. ;  that  two  horses  costing  £90, 
remained  unsold,  and  had  cost  in  keep  £15 ;  and  that  the 
liabilities  amounted  to  £3 12s.  6d.  The  two  horses  were  sold 
for  £70.  By  raising  a  trading  account  and  capital  account 
it  was  shown  that  B.  was  entitled  to  pay  and  A.  to  receive 
£202  15s.  lOd.,  and  on  this  account  the  suit  was  closed. 

Proceeding  now  to  consider  the  books  and  accounts  which 
are  necessary  to  carry  out  the  system  of  double  entry,  I  find 
it  most  conducive  to  our  present  purpose  to  regard  them 
from  an  auditor's  point  of  view,  and  I  classify  them  as 
follows  : — 

1st.    Books  of  original  record. 

2nd.    Books  of  collection  or  aggregation. 

These  again  may  be  subdivided  into  principal  and 
subsidiary  books.  Most  old-fashioned  treatises  on  book- 
keeping provide  only  one  book  of  original  record,  the  **  Waste 
Book,"  a  sort  of  hotch-potch  into  which  every  transaction, 
cash,  bill,  or  credit,  is  to  be  tumbled  in  the  first  instance, 
afterwards  to  be  fished  out  and  bagged  or  parcelled  according 
to  its  proper  family.  This  may  serve  well  enough  for  first 
lessons  in  oook-keeping  to  school  boys,  to  whom  every  kind 
of  transaction  is  new,  but  in  practice  a  waste  book  can  only 
be  a  memorandum  book  for  noting  such  things  as  are  not 
sufficiently  matured  for  record  in  their  proper  place.  It  is 
a  valuable  principle  in  business  that  nothing  should  be 
trusted  to  memory  alone,  therefore,  by  all  means  have  a 
waste  book  or  scribbling  diary  at  hand,  but  only  for  notes, 
and  for  this  obvious  reason,  that  what  is  recorded  therein 
has  to  be  rewritten  in  its  proper  place.  Books  of  original 
record  must  naturally  differ,  more  or  less,  with  every  kind  of 
business  or  subject  of  accounts,  but  as  most  subjects 
comprise  buying  and  selling,  receiving  and  paying,  wo  must 
necessarily  find — 

Ist.  A  Cash  Book — with  its  subsidiaries ;  a  Rough  Cash 
Book  (if  needful),  a  Petty  Cash  Book,  Wages  or  Salaries 
Books,  Postage  Book,  Disbursement  Book  or  Books,  and 
probably  others.  The  advantage  is  now  well  recognised  of 
making  a  cash  book  contain  all  that  appertains  to  its 
department,  viz.  the  record  of  discounts  and  allowances  on 
both  sides,  and  the  bank  account  (or  accounts,  if  more  than 
one  be  kept)  in  separate  Dr.  and  Cr.  colunms ;  and  to  these 
may  often  be  added  colunms  for  collecting  items  falling  into 
one  account,  so  as  to  post  them  in  total  instead  of  in  detail, 
such  as  cash  sales  in  a  retail  and  mixed  business,  trade 
expenses,  or  debits  or  credits  to  special  departments ;  for 
instance,  in  the  cash  book  of  a  society  or  institution  to 
gather  in  separate  columns  subscriptions,  donations,  and 
payments  for  services ;  or  of  an  hotel  or  club,  to  collect  bar 
receipts,  rooms,  refreshments,  hire,  stabling,  Ac.  The  bank 
columns  should  always  be  so  arranged  as  to  avoid  the  entry 
of  the  bank's  name  in  t)ie  description  columns,  by  placing 
bank  Dr.  on  the  Dr.  side  of  the  book  and  bank  Or.  on  the 
right  or  Cr.  side,  by  which  means  we  make  cash  Dr.  to 
J  no.  Smith  and  Co.  for  £200  received,  and  bank  Dr.  to  cash 
for  £200  on  the  same  line  and  the  same  page,  thus 
completing  the  r^ord  of  the  doable  transaction.    Another 
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AUGUST  1,  1883, 

NOTICE. 

As  some  communicationB  which  have  appeared  in  this 
Jonmal  haye  been  copied  into  other  papers  without  acknow- 
ledgment, we  hereby  give  notice  that  in  future  all  rights  will 
be  strictly  enforced. 

PRIZES — ^WINE  merchants'  BOOKS. 

"  Dalton  *'  is  requested  to  send  his  name  and  address  to 
Gee  and  Co.,  St.  Stephen's  Chambers,  Telegraph  Street,  E.G. 


LECTURES   TO  STUDENTS. 

On  the  Sid.  of  last  April,  Mr.  Galdicott  gave  a  lecture  to 
the  membeiB  .of  the  Birmingham  Students'  Society,  on 
"Executors',  Administrators',  and  Trustees'  Accounts." 
Without  wishing  to  draw  invidious  distinctions,  we  feel  it 
but  right  to  call  the  attention  of  our  subscribers  to  the 
nuiaterly  manner  in  which  the  lecturer  dealt  with  this  sub- 
ject. Birmingham  is  well  recognised  as  a  town  of  progress. 
It  led  the  movement  in  relation  to  Student's  Societies.  In 
liie  mannwr  its  solicitors  appear  to  have  been  among  the 
first  to  recognise  the  importance  of  employing  accountants 
in  connection  vrith  the  administration  of  will  cases.  Every 
sccoontant  of  experience  could  contributo  evidence  in 
support  of  the  policy  of  exeoutoxs  takmg  advice  in  connection 


with  the  accounts  of  a  tostator  prior  to  probate,  and  in 
estates  of  any  complication  it  will  be  found  mat  the  services 
of  an  experienced  accountant  are  of  direct  advantage,  not 
only  to  the  estate  itself,  but  also  to  the  solicitors  engaged 
thereon.  The  lecture  is  most  exhaustive,  and  ought  not 
only  to  be  read,  but  earnestly  studied,  by  those  who  desire  to 
make  a  mark  in  the  profession. 

The  line  adopted  by  Mr.  Oeorge  Banner  in  his  lecture  of 
11th  April  last  to  the  Liverpool  Society  was  a  divergence 
from  fixed  lines,  and,  in  its  way,  of  great  importance.  The 
subject  was  "  The  Relations  between  Accountants  and  their 
Clients."  The  pith  of  his  argument  is  that  accountants 
should  be  satisfied  to  confine  their  advice  to  matters  relating 
purely  to  accounts,  and  not  presume  to  advise  on  matters 
which  re<^uire  a  special  training.  As  the  lecturer  in  sub- 
stance pomte  out,  there  is  ample  room  for  both  lawyers  and 
accountants,  and  when  either  encroaches  upon  the  other's 
prerogative,  the  client  will  probably  suffer,  as  well  as  the 
adviser  who  has  gone  out  of  his  way  to  expound  matters  on 
which  he  is  only  superficially  competent  to  express  an 
opinion. 

Mr.  Pixley,  in  his  lecture,  went  very  fully  into  auditorial 
duties.  We  regret  that  we  cannot  go  so  far  as  he  does  with 
regard  to  the  power  of  an  auditor  to  a  joint  stock  company. 
In  principle  Mr.  Pixley  is  right.  The  powers  he  contends 
for  with  regard  to  the  valuation  of  bad  and  doubtful  debts, 
&c.  ought  to  exist,  but  the  only  real  power  the  auditor  has  is 
to  object,  and,  by  his  report,  to  enter  his  protest  agauist  any 
mis  representation.  The  misfortune  is  that  an  auditor  is  in 
most  cases  in  the  hands  of  the  directors,  and  if  he  becomes 
obnoxious  to  them,  the  probability  is,  that  he  will  not  be  re- 
elected. We  do  not,  however,  cavil  with  the  lecturer;  if 
what  he  advocates  is  not  law  it  ought  to  6«,  for  no  position 
can  be  more  honourable  tluin  that  of  an  auditor,  if  his  duties 
are  conscieutiously  and  efficiently  performed. 

Mr.  Carse  gave  the  Manchester  Students  an  effective  ex- 
position of  the  *'  Joint  Stock  Companies  Acts."  This  subject 
requires  special  and  very  earnest  study  of  the  decisions, 
which  are  governed  by  the  special  circumstances  of  each 
particular  case.  Nothing,  indeed,  can  be  more  rash  than  for 
accountants  to  express  an  unqualified  opinion  on  company 
law  in  relation  to  some  of  the  questions  frequently  submitted 
to  us.  Even  if  the  whole  of  the  facto  are  before  him,  the 
nuances  are  frequently  so  delicato  as  to  puzzle  the  soundest 
lawyers ;  and  in  such  cases  it  is  well  to  avoid  anything  like 
interference  with  what  is  outoide  our  province.  Advice  of 
this  nature  is  conveyed  in  the  lecture,  and  the  lessons  taught 
thereby  will,  we  trust,  prove  of  utility  to  candidates  for 
future  honours  as  well  as  to  others. 


BOOKKEEPINO. 

Conversion  of  Single  into  Double  Entry, 
Cash  Book  Analysis, 
The  Payments  are  similarly  analysed  under  such  headings 
as  creditors,  (personal)  and  cash  (ready  money)  purchases, 
carriage,  salaries,  trade  expenses,  insurance,  Jdrawings,  &o. 
the  casting  of  these  various  columns  plus  the  balances 
remaining  m  hand  must  agree  with  the  receipt  total.    Ths 
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next  step  is  to  oheok  the  cash  postings  from  cash  book  to 

ledger,  or  bock  from  ledger  to  !cash  book,  ticking  the  items 

both  in  analysis  column  and  ledger. 

I'   •  ?  I'll  v)ita'it  to  "anJerstand  that  a  properly  prepared 
aisA:y  - .  '  in  effect  supersedes  the  cash  book,  and  while 

r...r'.  .^f-M  '  t}^r.  c^sh — SO  far  as  it  is  possible  to  do   so — forms 

'I   i-od    f'w    tho    eventual    clouhU*   entry 


!M   >     .)ook3  have  'iioa  to  bo    verifie.l 

t^  c.'U   ')d  o'ataineJ     ior  i.istance,   Lhc 

■    >'  -.<•  t^\  w'vAi  i!ie  f^rii^nii    mvouv.s, 
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A.«  Svo.i  i  .h..  p  <roh:i^o.s  j,iid  sales  iiavo  been  tested,  and 
any  do  b.i.il  po  nt  note  I  on  a  •'  query-sheet,"  they  must  be 
ticko  1  «^fT  w  th  the  ledger  accounts.  There  will  then  remain 
in  <thc  Icil^er  various  unticked  items,  such  as  discounts, 
allowances,  bills  payable  and  receivable.  These  must  be 
worked  backwards,  i.e.  taken  out  on  analysis  sheets  under 
appropriate  headings  for  debit  and  credit,  each  ledger 
account  being  thoroughly  exhausted  and  adjusted. 

The  totals  of  the  purchases  and  of  the  sales  must  be 
ascertained  by  abstraction  or  casting ;  by  the  former  method 
if  intermixed  in  one  **  day  book  "  ;  by  the  latter  if  purchases 
and  sales  are  kept  in  separate  books. 

These  totals  must  in  their  turn  be  treated  as  **contras,*' 
and  carried  to  their  respective  accounts.  For  instance,  the 
prior  single  entry  balance-sheet  shows  the  stock  on  hand, 
that  forms  the  debit  opening  balance  of  a  "  goods  "  account, 
to  which  debit  must  be  added  the  total  purchases,  while  to 
the  credit  thereof  must  be  carried  the  total  sales  and  the 
stock  |on  hand  at  the  balancing  date ;  the  balance  then 
remaining  will  be  the  gross  profit  or  loss  made.  Assuming 
that  at  the  *'  opening  "  date  there  was  in  hand  a  stock  of 
£1,000,  that  the^  purchases  amounted  to  £20,000,  the  sales 
to  £22,000,  and  the  stock  on  hand  to  1,500,  the  account 
would  stand  as  under : — 

Goods  Account. 

£1,000    Stock  at  starting. 
£20,000    Purchases. 

Sales £22,000 

Stock  forward  in  hand  -        -  £1,500 

£2,500  To  P.  and  Sons  gross  profit. 


£23,500 


£23,500. 


£1,500  stock  down. 

The  profit  and  loss  would  be  made  up  on  the  same  prin- 
ciple. Takmg  the  gross  profit  to  the  credit  thereof  plu3  any 
other  sources  of  profit,  and  placing  to  the  debit  all  expenses, 
losses,  &c.  the  balance  would  show  the  net  result  of  the 
trading.  In  like  manner  such  other  "  nominal  "  items  as 
capital,  investments,  &c.  are  carried  to  their  respective 
credits  or  debits,  and  a  perfect  balance-sheet  is  the  necessary 
result. 

Double  Eutry, 

The  conversion  of  single  into  double  entry  is  in  reality  far 
more  troublesome  than  a  systematic  keeping  of  proper,  that 
is  real,  double-entry  books. 

The  principle  involved  in  the  saying  "every  debit  must 
have  its  credit,'*  and  '*  every  credit  must  have  its  debit," 
has  created  a  wide-spread  -impression  that  double-entry 
literally  means  a  twofold  record  (or  rather  posting)  of  every 
transaction.  We  have  within  the  last  few  years  seen  this 
theoiy  carried  out  literally,  but  that  was  because  the  trader 
was  purely  and  simply  a  mechanic,  and  not  a  skilled  book- 
keeper. The  object  of  the  age  is  to  economise  labour,  and 
this  is  effected  in  bookkeeping  by  so  planning  our  form  of 
entries  as  to  ensure  the  maximum  of  information  with  the 
minimum  of  work.    Instead  of  in  the  old-fashioned  style 


making  a  Dr.  and  Gr.  entry  for  each  transaction,  such  as 
"  Jones  Dr.  to  Goods  Account,"  we  so  divide  our  books  as  to 
make  one  total  suffice  for  each  month's  "  nominal  account 
posting."  Purchases  are  entered  in  one  book,  sales  in 
another,  and  even  these  books  are  divided  as  the  circum- 
stances dictate. 

If  we  understand  the  principle  by  which  our  actions  ought 
to  be  governed,  the  necessity  for  thought  is  reduced  to  a 
minimuui.  If,  on  the  other  hand,  we  have  no  principle  to 
gfuide  us,  mental  exertion  is  constantly  required  in  order 
that  we  iu\y  som-ihow  got  through  our  work.  Wo  claim 
that  accountancy  is  a  profession,  therefore  we  ought  to  bo 
'guided  by  principles,  and  not  rely  simply  upon  experience, 
which,  however  usof  il,  is  almost  certain  to  laud  us  in  a 
JiHicultv  if  >ve  hxvo  nothin-?  better  to  rely  upon.  In  the 
City  of  Lon  Ion  alone — as  many  ajcouatants  could  testify — 
there  are  many  men  to  be  fcmd  who  have  kept  books 
mechanically,  and,  it  may  be,  accurately  for  years,  and  yet 
could  no  more  get  out  a  balance-sheet  therefrom  th^n  they 
could  fly.  The  necessity  of  having  guiding  principles  is  the 
greater  from  the  fact  that  we  are  frequently  required  to 
superintend  many  classes  of  account.s  at  the  same  time,  and 
to  lay  down  systems  in  supersessions  of  unwieldy  methods 
now  practically  obsolete. 

It  is  a  recognised  fact  that  the  simpler  machinery  is,  the 
nearer  it  approaches  perfection.-  The  same  may  be  said  of 
bookkeeping ;  simplicity  facilitates  accuracy,  and  however 
complicated  a  busmess  may  be,  it  is  always  possible,  by 
adopting  a  proper  system,  to  make  the  account-keeping  run 
smoothly,  and  without  a  hitch  in  any  of  its  parts. 

JOINT  STOCK  COMPANIES — (coutimied) , 

These  particulars  are  to  be  inserted  in  a  separate  part  of 
the  register  and  to  be  completed  within  seven  days  from  the 
meeting,  and  a  copy  is  to  be  sent  to  the  Registrar  without 
delay,  and    the  penalty  for  omitting  to  comply  with  the 
requirements  of  tne  Act  in  this  respect  is  £5  for  each  day 
that  the  omission  continues.    Every  company  is  bound  to 
have  a  registered  office  ;  and  a  register  containing  the  neces- 
sary particulars,  beginning  from  the  registration  of  the  com- 
pany, must  be  kept  at  such  registered  office.    This  register 
IS  to  be  kept  open  for  the  inspection  of  the  members  of  the 
company  who  may  wish  to  see  it,  and  for  which  no  charge  is 
made.    If  persons  who  are  not  members  wish  to  inspect  this 
register,  they  can  do  so  on  payment  of  a  sum  not  exceeding 
one  shilling.    The  register  is  to  be  open  for  inspection  not 
less  than  two  hours  daily,  except  at  such  times  as  the  office 
is  closed  by  order  of  the  company.    The  days  on  which  the 
office  is  to  be  closed  must  be  advertised  beforehand  in  the 
newspaper  published  or  circulated  in  the  town  where  the 
office  is  situated,  and  the  period  during  which  the  office  is 
closed  must  not  exceed    thirty    days    in    any    one    year. 
Afembers  and  strangers  are  entitled  to  have  a  copy  of  the 
register  on  payment  of  sixpence  for  every  hundred  words ; 
and  if,  on  their  applying  for  it  and  making  a  tender  of  the 
money,  a  copy  is  refused,  the  company  is  liable  to  a  penalty 
of  £2  for  every  day  during  which  such  refusal  is  persisted  in  ; 
and  each  director,  as  well  as  the  manager,  permitting  such 
refused  incurs  a  like  penalty.    If  the  registered  office  of  the 
company  is  in  England  .or  Ireland,  and  an  insx)ection  is 
refused,  it  may  be  ordered  by  any  Judge  sitting  at  Chambers, 
or  by  the  Vice-Warden  of  the  Stannaries,  if  the  company  is 
in  his  jurisdiction.    This  word  **  stannaries  "  requires  some 
explanation  to  make  it  intelligible.    It  means  the  district  of  ' 
Cornwall  in  which  the  tin  is  found.    By  *Hin  "  we  mean  the 
metal  so-called.      The  Latin  word  for  tin  is  "  stannum.'*  , 
Cornwall  has  been  famous  for  its  tin  mines  since  the  days  o| 
the  ancient  Phcsnicians,  and  it  is  said  that  it  was  owing  to 
those  ancient  merchants  of  Tyre  coming  to  Cornwall  that  i 
this  country  was  discovered  by  the  Romans.    Their  ships  I 
were  seen  coming  in  a  westerly  direction  by  the  Governor  of 
Gibraltar,  and  were  followed  by  his  orders,  and  the  destina- 
tion of  the  vessels  aad  tlieir  object  in  coming  here  were  hoikx 
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discovered.  The  mines  have  been  worked  ever  since  those 
dajs  in  a  greater  or  less  degree,  and  such  is  the  importance 
of  the  trade  at  present  that  the  district  is  governed  by  a 
Court  presided  over  bv  an  officer  called  the  '*  Vice- Warden 
of  the  Stannaries/*  or,  m  other  words,  of  the  tinneries,  and 
he  has  jurisdiction  over  all  matters  connected  with  the  tin 
mines  in  Cornwall,  and — since  1855 — in  Devonshire.  It  will 
be  easily  understood  that  it  is  by  no  means  difficult,  if  you 
have  the  necessary  money,  to  become  a  shareholder  in  a 
company ;  but  it  is  not  so  easy,  having  once  become  a  share- 
holder, to  get  rid  of  your  liability.  When  a  company  has 
arrived  at  the  period  of  winding-up,  all  the  members  who 
are  shareholders  at  that  time,  as  well  as  those  who  have 
been  members  at  any  time  previouslv,  are  liable  to  contri- 
bute a  sufficient  sum  to  pay  the  debts  and  cost  of  winding- 
up,  and  their  liability  is  regulated  by  the  Act,  which  pro- 
vides that  a  member  shall  not  be  liable  to  contribute  to  the 
debts  or  expenses  of  the  defunct  company  if  he  has  ceased  to 
be  a  member  for  a  year  before  the  winding-up  process  began. 
No  past  member  is  liable  for  any  debts  or  liabilities  con- 
tracted after  he  ceased  to  be  a  shareholder,  and  a  person  is 
considered  a  shoreholder  until  he  has  sold  his  shares  to  some 
one  else,  and  the  name  of  the  buyer  has  been  entered  on  the 
register  of  the  company.  The  seller  of  the  shares  is  not  to 
be  liable  to  contribute  within  the  12  months  mentioned  if 
the  existing  members  are  able,  among  themselves,  to  pay  the 
required  amount.  If  the  company  is  one  limited  by  shares, 
the  shareholder  is  only  required  to  pay  what  remains 
unpaid  on  the  shares  that  he  then  holds,  or  in  respect  of 
which  he  is  liable  as  a  past  member  of  the  company,  i.e., 
those  shares^  that  he  held  within  a  year  from  the  commence- 
ment of  the  winding-up. 

The  company  must  have  a  registered  office  to  which  all 
letters  and  notices,  &c.  may  be  addressed,  and  the  address  of 
such  office  must  be  certified  to  the  registrar  as  well  as  any 
subsequent  change  in  that  address.  The  registrar  will  then 
enter  it  in  a  book  kept  for  that  purpose ;  and  until  he  has 
received  notice  of  the  address  the  company  will  be  con- 
si<lered  to  have  no  place  of  business,  and  will  incur  the 
penalty  of  £.5  a  day  until  it  gets  one.  When  a  company 
limited  either  by  shares  or  guarantee  commences  business, 
it  must  have  its  name  painted  in  a  conspicuous  place  out- 
side every  office  or  place  where  it  conducts  such  business. 
Its  name  must  also  be  engriiven  on  its  seal;  and  must  be 
mentioned  in  all  its  notices  or  advertisements,  as  well  as  on 
ail  bills,  invoices,  and  orders  for  money  or  goods  purporting 
to  be  signed  by,  or  on  behalf  of,  the  company.  Any  com- 
pany is  liable  to  a  penalty  of  .t5  for  every  day  that  elapse? 
without  its  name  being  properly  written  over  the  door  of  the 
office,  and  every  director  who  uses  or  permits  the  use  of  a 
seal,  or  the  publication  of  an  advertisement  or  notice,  with- 
out the  name  of  the  company  being  mentioned  in  full  (for  it 
must  be  borne  in  mmd  that  the  word  '•  iiniilcd  *'  is  part  of 
the  name  of  the  company,  wliethcr  limited  by  shares  or 
guarantee),  shall  be  liable  to  a  penalty  of  £50,  and  in  the 
case  of  bills  or  cheques,  or  order  for  goods,  is  personally 
liable  if  the  company  fails  to  pay. 
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At  a  Meeting  of  the  Council,  held  at  the  offices  of  the 
Institute,  3,  Copthall  Buildmgs,  on  the  4th  of  July,  there 
were  present: — Messrs.  Arthur  Cooper,  President  (in  the 
chair).  J.  Bath,  H.  Holland,  J.  C.  Bolton,  A.  W.  Chalmers, 
E.  G.  Chirke,  J.  Davies,  G.  W.  Knox,  G.  H.  LadbuiT,  A. 
Murray,  H.  G.  Nicholson,  E.  T.  Peirson,  T.  W.  Read,  J.  J. 
Saffery,  G.  E.  Swithinbank,  J.  H.  Tilly,  C.  H.  Wade,  W.  H. 
Watson. 

Mr.  JTames  Clough  Wright,  Ivegate-ohambers,  Bradford, 


an  Associate,  was  elected  a  Fellow  of  the  Institate ;  Mr. 
Richard  Black,  14,  Brown-street,  Manchester,  was  admitted 
a  Fellow  of  the  Institute. 

The  following  were  admitted  Associates  of  the  Institute : — 
Chsirles  Litchfield,  15,  Spring-gardens,  Manchester ;  Robert 
White,  51,  Castle-gate,  Newark-upon-Trent ;  Charles  Richards, 
clerk  to  G.  C.  Smith,  128,  Colmore-row,  Birmingham ;  James 
Sidebottom,  clerk  to  Sharpies  and  Harrison,  13,  Norfolk- 
street,  Manchester. 

The  Secretary  reported  the  death  of  Charles  Henry 
Andrews,  F.C.A.,  2,  Gresham-baildings,  Basinghall-stroet, 
E.G. 


INSTITUTE  OF  CHARTERED  ACCOUNTANTS  IN 
ENGLAND  AND  WALES. 


The  following  is  a  List  in  order  of  merit  of  the  mecenfal  Candidates 
at  the  Examinations  held  in  Jane  last. 

PRELIMINARY     EXAMINATION. 

William  Rea  Edwards,  Minety,  near  Halmesbnry,  Wilts. 

Charles  Wbeawill,  Kibya  Villa,  Marsh,  Haddcrsfleld. 

William  Ca^,  Bcarcroft,  Chichester  Road.  Croydon. 

Arthur  Oeorge  Hayward  Ford,  Valletta,  Crossfleld  Road,  Belsiie  Park, 

N.W. 
Frank  Walton.  901  Monument  Road,  Edgbaston,  Birmingham. 
Henry  William  Armstead.  73  Crescent  Road,  Sheffield, 
Charles  John  Elliot,  71  High  Htreet,  Bedford. 
Henry  Dnpuy  Gething.  Manor  Road,  Forest  Hill,  8.E. 
Herbert  Alfred  Deed.  80  Manor  Park,  I^ee.  8.E. 
Edmund  Herljert  Child,  Copley  Wooil.  Halifax. 
Charles  Oeorge  Baron,  IJttle  Wyniondley,  Stevenage,  Herts. 
Percy  Child,  1  Finsbury  Circus,  E.G. 
George  Alban  Dearlove.  76  Kinsdown  Parade,  Bristol. 
John  Rigby,  Spring  Hi)),  Blackburn. 

John  James  Mc  Gauran,  90  Norfolk  Terrace,  Notting  Hill,  W. 
Charles  Frederic  Oughton.  238  Kint;:*H  Road,  Chelsea,  8.W. 
William  Percy  Barratt,  Crown  Villa,  Barrington  Road. 

f  Charles  Thompson  Park,  31  Poultry,  E.C. 

'l  Edwin  James  (^ole,  Devonia,  Fioilden  Road,  i^amberwell,  S.E. 
William  Curtis  Thompson,  15,  Stamford  Road,  De  Beanvoir  Town,  N. 
Edward  Thf>ma8  Carden,  Loraino  I*!ft<*e,  317  Holloway  Road,  N. 
Ronald  Jftuies  Thorpv  WaJdic^,  19  l>"rV»y  Terrat'*».  Croydon. 
Henry  Frederick  Gisborwe  Holt,  Poiitelan-l    Vicarage,   Xcwcastle-on- 

Tyne. 
Frederick  Wi'liam  Staddon,  5  '-'I'i'nt  Street,  Ipswich. 

17  Candidates  failed  tu  satiKfy  tht*  Exainmation  Committee. 

INTERMEDIATE     EXAMINATION. 

Jaiir.18  Fabian,  clerk  to  Hart  Brolhora  and  Tibbetts,  14  Moorgatc  Street, 

E.C. 
Edward  Honry  Younp,  clerk  to  J.  R.  Biill.  1  Greshira  Buildings,  E.C. 
Lionel   Henry  LemcM,  clerk  to  J.  V/adilcU   it  Co.,  1  Queen  Victoria 

Street,  E.C. 
Walter  ViTu'.nm  Tl.\rt'ey,  clerk  to  J.  B.  Laariv^,62  Oresham  Street,  E.C. 
James  GforRj  Andrew,  cl«»rk  to  S.  Taylor,  5  CaRt'c  Str^ot.  Swans(>a. 
GeorKf'  Hur-y  Sawyer,  clerk  to  Hi-l   and    Parsons,  17  Temple  Street, 

IJirminKli'ini. 
Walter  T^iouel  Felton,  clerk  to  OiUiort  &  Mnrrjco,  14a  Clement's   Inn, 

W.C. 
Joseph  Henry  Huruo  Wcnn,  clerk  to  S.  Short,  4  High  Hlreet.  Chester- 

fleld. 
Frank  Cok,  clerk  to  J.  Jonps,  49  Finshury  Pavcmont,  E.C. 
Walter  Grant  Applelon.  c'crk  to  J.  B.  Bn'.l,  1  Grcsliam  Buildings,  E.C. 
*2  Candidates  failed  to  satisfy  the  Examination  Committee. 

FINAL    EXAMINATION. 

Edward  Hartley  Tomer,  clerk  to  Broome,  Murray  A  Co.,  101  King  Street, 

Manchester.  ^  «     ^"J  ^,'^®- 

George    Pepler    Norton,   clerk  to  Armitago,  Clough  ft  Co.,  23  John 

William  Street,  HuddersfieUl.  2nd  Pri«c. 

Moin  Wilkie,  clerk  to  B.  Smith  &  Son,  22  Darlington  Street,  Wolver- 

hami>ton.  CertiMcatc  of  Merit. 

David  Ijockhart  Chalmers,  clerk  to  J.  M.  Wade,  C  Fenwick  Street 

Frank  H.C'.sall,  clerk  to  Broome,  Murray  &  Co.,  10-1  King  Street,  ulan- 

choster.  'lo* 

Philip  B.vies,  clerk  to  T.  J.  Agar, 9  Backlersbury,  E.C. 
Herbert  Allen,  clerk  to  Wagstalf,   Blundall,  Biggs  ft  Co.  12  Delahay 

Srr'-et,  S.W. 
Frank    Da\Jos,    c'crk    to    V.    W.    Houghton,    35     Waterloo    Street, 

Birmingham. 
Arthur  Charles  Boumer,  clerk  to  Mellors  ft  Baaden,  Britannia  Chambert 

Pelham  StrMt,  Nottingham. 


f  . 
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Algernon  Eugene  Honeyboomc,  clerk  to  J.  Lord,  McDonald  ft  Co.,  8 

Bucklersbury,  K.C. 
Abreham    Redfeam,   clerk    to   R.   C.   Haworth,    19   Cooper    Street, 

Manchester. 
Frederick  William  Allen   clerk  to  A.  C.  Palmer  &  C  o.,  7  and  8  Railwry 

Approach,  London  Bridge,  S.E. 
Thomai   Rollason,   clerk   to  Carter  and  Carter,  88  Waterloo  Street, 

Birmingham. 
Edwin  Hayes,  clerk  to  Price,  Waterhoase  &  Co.,  41  Gresbam  Street, 

E.G. 
Robert   Fletcher  Allured,  clerk  to  Broome,  Murray  &  Co.,  104  King 

Street,  Manchester. 
Charles  James    March,  clerk  to  Deloitte,   Dever,  Griffiths  &  Co.,  4, 

Lothbury,  E.C. 
Henry  Green,  clerk*  to  Laundy  &  Co.,  22  Waterloo  Street  Birmingham. 
Israel  Rhodes,  clerk  to  L.  H.  Elkinton.  10  Newhall  Street,  Birmingham. 
Arthur  Piper,  clerk  to  J.  Lewis,  7  Waterloo  Street,  Birmingham. 
John  Henry  Jenks,  clerk  to  Gane  &  Jackson.  53  Coleman  Street,  E.C. 
Percy  Payne  Davenport,  121  Colmore  Row,  Birmingham. 
Percy  White  Rosher,  clerk  to  G.  H.  Carter,  1  Queen  Street,  Cheapside. 

E.C. 
William  Horrocks,  clerk  to  Broome,  Murray  &  Co.,  104  King  Street, 

Manchester. 

6  Candidates  failed  to  satisfy  the  Examination  Committee. 

EXAMINATION    EQUIVALENT  TO   THE   FINAL 

EXAMINATION. 

Henry  Thomas  Bird,  4  Great  George  Street,  Westminster,  8.W. 
1  Candidate  failed  to  satisfy  the  Examination  Committee. 
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ANSWERS  TO   QUESTIONS. 

The  following  are  the  answers  to  the  Questions  in  Arith- 
metic and  Algebra  that  were  set  at  the  Preliminary  Exam- 
ination held  in  June  last. 


ARITHMETIC  (Preliminaby  Examination.— June  1883.) 


1.  Multiplying  Numerator  and  Denominator  of  this 
fraction  by 

7x11x13  =  1031,  we  get 
143+91 -f77_311_T  154 

143-}- 91 -77     157        157 

2.  This  proposition  is  true  not  only  of  a  proper  fraction, 
t.«.,  one  whose  numerator  is  less  than  the  denominator,  but 
also  of  an  improper  fraction,  /.<?.,  one  whose  numerator  is 
greater  than  its  denominator. 

A  fraction  may  be  considered  ns  expressing  the  division  of 
the  numerator  by  the  denominator  (Colenso  ill.  32),  in  other 
words  to  express  a  ratio  between  the  two  numbers : — 

1st.  Considering  the  case  of  a  proper  fraction,  the  ratio  in 
this  case  is  less  than  unity  ;  the  addition  of  an  equal  sum  to 
both  numerator  and  denominator  increases  that  ratio,  e.g. 
take  \  and  add  1000  to  numerator  and  denominator,  we  get 
iRirif  the  first  falls  short  of  unity  by  \  the  latter  by  yc'st' 

2nd.  Kef ei  ring  to  an  improper  fraction,  when  the  numer- 
ator 18  tlie  lar<^cst  the  ratio  is  greater  than  unity  ;  to  add  an 
equal  number  to  both  numerator  and  denominator  in  this 
case  diminishes  the  ratio  and  thus  brings  the  result  nearer 
to  unity,  e.g.  |,  exceeds  unity  by  J,  add  as  before  1000  to 
each  term,  we  get  f  ggf ,  whicli  only  exceeds  unity  by  rdW* 


3.  We  may  solve  this  in  shillings,  viz. 

95 
_31 

285 
47-6 


95  xy 
li  ' 


11)332-6 


4.  This  is  easiest  worked  in  farthings. 

Is.  10Jd.  =  90  4b.  8d.  =  224 

141_x224  ^  3JL584  =  350-93  pairs. 
90  90  ^ 

Say  nearly  351  pairs. 

5.  A  decimal  fraction  is  one  which  has  10  or  a  power  of  ten 
for  the  denominator,  so  the  examples  given  may  be  read 
^^^i*!^  ^^^  ^xifffi  there  being  as  many  ciphers  in  the  denom- 
inator as  there  are  figures  following  the  decimal  i>oint.  In 
multiplying  these  two  fractions  together  the  denominator 
must  have  6  ciphers,  consequently  the  decimal  when  written 
must  have  6  places.  Hence  the  rule,  count  off  the  number 
of  decimal  places  in  the  multiplier  and  multiplicand 
together,  and  provide  this  number  in  the  product. 

32-416 
2045 


162080 
129664 
64832 

66-290720 


6. 


£3  11  4i  =  3-66875 
2  17  6i  =  2-878125 

4    6    4     »  4-26 


(a) 


6    1  lOi  =  90927083  (d) 

Although  this  question  does  not  ask  for  the  method  of 
arriving  at  these  results,  it  may  be  desirable  to  show  the 
shortest  method.  It  is  not  the  one  usually  taught  in 
schools,  it  is  the  inverse  method  of  that  of  reducing  the 
decimal  to  sterling  value.  Commence  with  the  pence, 
state  the  fraction  of  a  penny  in  decimals  of  a  penny  ;  place 
the  number  of  pence  in  front  of  it,  divide  by  12,  we  thus  get 
the  decimal  of  a  shilling  ;  place  the  shillings  in  front  and 
divide  by  20,  which  gives  the  required  decimal  of  £1. 
(a)  (6)  (c)  (rf) 

12)  4-5  12)  6-75  12)4-  12)10-25 


20)11-375          20)17-5625 
•56875                -878125 

20)5-33      21 
•266 

0)  1-85416 
•0927083 

7. 

47G3  11     6     X 

X 

X 

.'.     X 

10 
5 
2i 

17i 
1( 

=  47635  15 
=  23817  17 
=   11908  18 

0 
6 
9 

=  83362  11 

3 
3i 

250087  13 
41681     5 
20840  12 

9 
9J 

D0)312609  12 

2i 

3126    1 

7} 

^^ 

8. 
a.7fin  11    «    =     47f 

ift'/JT.'i 

Thfl  VAft.r*o  " 

rnfArAflt  ia  ac\k.  hv 

30-2A=£l  10s.  2Ad. 


Ist  years  Int.        =       190*543        multiplying  the  capital  by 

4954118 
2nd  year's  Interest       198^165 


5152283 
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3id year's  Interest       206091 
4th  year's  Interest 
5th  year's  Interest 


5358*374 
214-335 


5572-709  Or  adding  each  year's  Interest 
222-908  190.543 

198-165 

Total  Capital  and  206091 

Interest 5795617  214-335 

Deduct  Capital   ..     4763-575  222908 


Interest 1032-042    we  get      1032042  as  before. 


9. 
He  gets  for  his  3  per  cent.stock  145  x  101}  =  £14,717  10    0 
Less  his  Broker's  Commission  i  per  cent.     ="  18    7    6 


Leaving  for  Investment 


Less  the  Broker's  Commission  on  the  re- 
investment ^  per  cent 


14,699    2  6 

£14,699    2  6 

18    7  6 

14,680  15  0 


Leaving  a  net  sum  for  investment  at  106g 

106-375)14680-75(13,801 
His  Income  was  145  x  3  . .   =     £435 
It  now  is  138x4  ..   =     £552      } 


He  has  increased  his  income    £117  per  an. 

10.  An  article  to  yield  a  profit  of  20  per  cent,  when  sold  at 
Is.  must  cost  lOd. 

Therefore  the  sales  in  this  case  must  be  all,  i.e,  100  per 
cent.,  Coffee  and  no  Chicory.  


ALGEBRA. 


1. 


=aV+2a6c<2-(-6»<i» 
=^a^-\-2abcd+b^ 


The  difference     «  a*c*  -  a*d*H-  6*fP  -  6«c> 

= a*{c^  ( -  da) + b^(b^d^  -  c«) 
=  (a«-6»)(c«-d«) 


Q.E.D. 


2.  (I)a«-i^=(a8+|/*)  (a«-s^)    • 

=  {a-y)  {a+y)  (a«+ay+y«)  (a«-ay+y») 
(2)  (a«+6»)«=a<+2a26«+6< 

-4a«fr« 


a*-2a26«+6«=(a«-6»)« 
=  [(a+6)(a-6)]> 


3. 


x8-5x4-3 


4.  Multiplying  by  {x — a)  {x — 2a)  {x — 3a)  we  get — 

g— 2a 1 

~(a: — a)(x— 2a)  (x — Sa)  =   (x—a  (x— 3a) 


5.  Dividing  out  we  get — 

1 

—   1 


X  -f  2 


ar+1 


) 


x-\-2 


6. 


(1) 


(2) 


*_±i  —  1 
4 


X  -f  7_8  — 4j; 

9  5  4 

Multiplying  by  180  we  get 

20z  +  140  —  108  +  144x  =  45x  +  90 
Whence       119x  ==  —122 

Vx*  +  3a;  +  9=  x— 5 


—  180 


Squaring  x*  +  3x  +  9  =  x«  — lOx  +  25 
When     13x  =  16 

48  165 


(3) 


5 


X  +  3        X  -f  10 
Multiplying  by  (x  4-  3)  (x  +  10)  =  x*  +  13x+30 
48x  +  480  =  495  +  105x-5x«  — 65x-150 
5x«  — 52x  =  —  135 
x«  —  V^  =  —   27 
Completing  the  square  x''  —  ¥^  +  (V)'  =  ( V)'— 27 

^  676—675  ^   1 

25  25 


7. 


X  =  V  0^5 
±  (7x3— 2x— §) 


8. 


a»  +  g(l  4-fl)  y,+  y'        fl"  -f  a*y  +  ay  -f  ?/* 
a*  —  7/*  ■"  a*  —  y* 

a«  (a  4-  y)  +  ?/  (a  4-  y)        a  +y 


(a'^-2/)(a«-f  y) 


a^—y 


9  (1)  7x— yy=  16 (1) 

8y—  3x   =     4 (2) 

Multiplying  (1)  by  3  21x  —  ^y  =  45 
Multiplying  (2)  by  7  21x  +  56y  =  25 


Adding 


7y  =  73 
y  =     2 


Substituting  the  value  of  2^  in  (2) 
16  — 3x  =  4 
12  =  3x  And  x  =  4 


(1)  (2)  (8) 

(2)    3x  +  5y  —  70  =x_     Sy=  x  +  y  +  8 

5  +  3 
From  (1)  and  (2)  we  got  45x + 75y— 1050= 3x+40y 

150— 5y 


42x      1050— 35y     /.     x 

From  (1)  and  (3)        2x  =  78— 4y 
Equalising  these 

iM/.^  39-2y 

150— 5f/  =  234— 12y 
ly=    84 
Substituting  the    m5 

X  =  39—24 


..(4) 


x=  39— 2y..(5) 


y  =  12 
X  «15 


^  -^  ^         r,  h 

(3)yTr'""^ 
=  a  +  b 


a 


(1) 
(2) 


y  —b 

From  (1)  multiplying  hy  y  -{-  b  we  get 

X  +  a  ==  ay  -j-  ab  —  by  —  b^ 
From  (2)  by  y — b    x  —  a  =  ay  —  ab  -\-by  —  b^ 


Adding 


2x  =  2ay  —  2b* 

X  =  ay  —  6* 

Substituting  the  value  in  (1) 

Ji]L=ZJ^L±JL=a-b 
y  -{•  b 

whence  ay  —  b^  -i-  a  =^  ay  ■}•  ab —  by  —  6* 

by  =  ab  —  a 

a 


•  •  •  • 


a 


y=  a 

& 


•  • 


a^ 


Substituting  {fij  in  {a)x  =  a'^ 6* 

b 


^70    No.  4. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL. 


August  1,  1883. 


10.  If  only  one  equation  be  given  with  the  unknown  in  it, 
then  by  assuming  values  for  the  one  we  may  ascertain  a 
similar  number  of  values  for  the  other  sufficient  to  fulfil  the 
requirements  of  the  problem.  But  two  equations  are  given 
for  two  unknown  in  order  that  by  elmiination  of  one  of  them 
a  value  may  be  arrived  at  to  f  ulnl  the  conditions  of  both,  and 
thus  get  an  answer  without  assumption. 

In  the  indeterminate  equation    8a;  —  9y  =  6 
by  transposition  we  get         Ox  —  6  =  8^ 
Whence  we  see  that  to  get  a  positive  value  for  y,  x  mjist  be 
greater  than  },  because  with  that  value  we  should  get 


6—6        y 
If  we  make  a;  =  f 


If  a;  = 

II  « 

I,  «  =  3 


.*.   y=0 
then  »«f«o  =  8y  =  J 

=  1    y  =    J 
=  2    y  =  8| 

y  =  6 
If  we  had  been  restricted  in  our  answer  to  positive  and  in- 
teger values  of  y  we  should  have  been  required  to  make  z 
successively  multiples  of  3.    Then 
If  a;  =:    6    y  =  U 
„  a;  =    9    y  =  22 
„  «  =  12    y  =  30 


11. 


(1)    ««  — 7a;»— 18  =  10 
»«  — 7a;*=18 

Completing  the  square  «*  —  7x*  -f  (})*  =  y  +  ^  =  if  i 

Extracting  the  root  x*  —  J  =  ±  y 

«•  =     9  or  2 
a:  =  ±  3  or  ±  \/2 

(2)     V«  +  6  +    VSxTl  =  7 
Squaring  both  sides    {x  +  5)+2(x+5)^  (da;+4)^  +Sx+4=49 

2  (a?  +  6)*  (8a;  +  4)i  =    40  — 4« 

(a;  +  6)^  (3aj  +  4)*  =    20  — 2aj 
lin      («  +  6)  (8a;  +  4)    =400  — 80a;  +      4a;« 
8a:«+19a?  +  20    =  4a;9  —  80ar  +  400 
a;«  — 99x  =—380 

Completing  the  square     a;*  —  99x  +  ( V)'  =  »gQi-igao  =  s ^ i 
Extracting  the  root  x  —  V  =  ±  V 

X  =  95  or  4 


Squaring  again 


12. 


Let  X  and  x  +  1  be  the  numbers 
Then  {x  +  1)«— a;«  =  16 

a;«  +  2a;  +  1  — x««16 
2a;  =  14 
a;  =    7     and  «  +  1 


=  8 


Slateb's  Arbitbations  and  Awards,  Price  78.  6d.,  well 
reviewed  in  legal  and  lay  papers.  Gee  &  Co.,  St.  Stephen's 
Chambers,  Telegraph  Street. 


BIRMINGHAM    ACCOUNTANTS'    STUDENTS' 

SOCIETY. 


An  Ordinary  General  Meeting  of  this  Society  was  held  on 
the  3rd  of  April,  1888,  Mr.  E.  Harrold  Carter,  F.C.A.,  in  the 
chair.  About  sixtv  members  were  present.  The  chairman 
made  a  few  remarks  on  the  Institute  Examinations  in  Exe- 
cutorship Accounts,-af ter  which  Mr.  0.  Holt  Caldicott,  P.C.A., 
read  the  following  paper  on  Executors'  and  Trustees*  Ac- 
coontB:— 

BXEGUTOBS'  AKD  TBUSTEES'  ACCOUXTTS. 
GXKTLBMEN, — 

I  have  been  requested  by  your  ohaiiman  to  take  some 


share  in  the  series  of  lectures  or  addresses  which  have  been 
given  by  Birmingham  accountants,  with  the  view  of  assist- 
ing the  members  of  your  society  in  the  preparation  for  the 
technical  examinations  now  required  to  be  passed  before 
any  accountant  can  be  admitted  a  member  of  the  Insti- 
tute. 

1  am  glad  these  addresses  are  being  given  for  many 
reasons :  they  show  the  interest  taken  by  the  accountants  in 
practice  in  developing  the  objects  of  the  Charter :  they  are, 
I  hope,  useful  as  practical  lessons  from  practical  men  to  the 
younger  members  of  our  profession ;  and  I  trust  they  will 
servQ  to  show  in  years  to  come,  when  the  operation  of  the 
Chartor  has  classified  and  codified  the  various  branches  of 
an  accountant's  work,  that  even  in  the  dark  prse  chartered 
ages  (when  it  is  the  fashion  to  allege  that  accountants  are 
merely  sharks  or  leeches,  preying  upon  the  conmiercial 
classes  through  the  Bankruptcy  Act  of  1869)  there  were 
men  who  had  studied  their  professional  work,  and  who  sought 
to  give  services  worth  their  fees,  and  to  serve  their  clients' 
interests  at  least  equally  with  their  own. 

You  have  in  your  last  session  heard  able  addresses  upon 
an  accountant's  work  in  connection  with  bankruptoy,  joint- 
stock  companies,  commercial  accounts,  audits,  and  liquida- 
tions. This  evening  I  am  about  to  deal  with  a  section  of  an 
accountant's  work  widely  removed  from  all  these  subjects, 
viz.,  ''The  accounts  required  to  be  kept  by  executors, 
administrators,  and  trustees."  Your  chairman  gave  as  a 
reason  whv  I  was  morallv  bound  to  do  what  I  could  to 
assist  you  m  the  study  of  tnis  subject,  that  I  was  res]M>nsible 
for  its  insertion  in  the  subjects  for  the  final  examination. 
Certainly  it  was  not  included  in  the  first  draft  of  the  bye- 
laws,  and  I  think,  perhaps,  the  reason  of  this  apparent  over- 
sight was  that  it  is  a  oranch  of  our  work  wmch  is  not  so 
extensively  practised  in  other  towns  as  in  Birmingham. 
From  inquiries  which  I  have  made,  I  believe  that  in  other 
towns,  and  particularly  in  London,  this  work  is  done  in  the 
solicitors'  offices.  In  Birmingham,  fortunately,  the  solicitors 
recognise  that  in  the  case  of  large  estates,  or  where  the  dis- 
positions of  a  will  are  likely  to  mvolve  complicated  accounts, 
it  is  right  to  place  them  in  the  hands  of  accountants. 

I  may  here  say  that  although  the  line  at  which  an  account- 
ant's duties  end  and  the  solicitor's  begin,  in  relation  to  wills 
and  bequests,  may  be  at  times  indistinct,  yet  in  this  as  in 
all  other  branches  of  our  work  a  little  tact  and  a  disposition 
on  our  part  to  give  rather  than  to  take,  will  leave  no  room 
for  any  feeling  of  jealousy.  The  point  of  time  at  which  an 
acconntcLUt  is  called  in  to  deal  with  executors'  accounts  is 
somewhat  uncertain,  but  I  propose  to  deal  with  a  case 
where  the  solicitor  advises  his  clients^to  employ  an  account- 
ant immediately  after  the  reading  of  the  will,  and  to  show 
incidentally  what  difficulties  may  arise  where  the  account- 
ant is  not  called  in. 

I  will  now  assume  that  a  testator  has  died  rather  suddenly, 
and  is  found  to  have  appointed  as  executors  and  trustees  of 
his  will  two  intimate  friends,  who  know  that  he  has  invest- 
ments of  many  kinds  and  has  always  lived  as  a  man  of  con- 
siderable means,  but  they  have  no  real  knowledge  of  his 
finajicial  position,  and  believe  some  of  his  investments  to  be 
of  a  very  speculative  character.  The  trusts  of  the  will  are 
complicated,  the  legatees  are  ready  to  quarrel  with  each 
other  or  the  executors,  and  the  end  of  the  trusts  is  remote. 
Under  these  circumstances  the  executors  {decide  to  consult 
their  own  solicitor  before  proving  the  will.  We  thus  have 
the  two  executors  and  their  solicitor  all  ignorant  of  the  true 
position  of  affairs,  and  yet  called  upon  to  act  with  prompti- 
tude, as  it  is  necessary  that  action  should  be  taken  at  once 
by  a  personal  representative  of  the  deceased  in  many  matters 
in  which  he  was  concerned.  I  will  further  assume  that  the 
testator,  although  a  keen  man  of  business  and  punctual  in 
all  his  engagements,  was  yet  very  careless  in  recording  his 
private  speculations  or  investments.  It  is  not  at  ail  an 
unusual  thing  for  such  a  man  as  I  have  described  to  satisfy 
himself  by  Uuowing  his  papers  down  anywhere  about  hui 
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house  or  his  office,  and  to  rely  upon  his  memory  for  all  his 
tr&nsactions. 

The  executors  have  emptied  drawer  after  drawer,  safe 
after  safe,  finding  letters,  house  accounts  paid  and  unpaid, 
brokers'  contract  notes,  counterfoils  of  dividend  warrants, 
stumps  of  cheque-books,  bankers*  pass-books,  conveyances, 
leases,  share  certificates,  and  every  imaginable  document 
«hich  could  disquiet  the  minds  of  men  called  upon  suddenly 
to  undertake  a  grave  responsibility  in  addition  to  their  own 
bnsiness.  The  solicitor  advises  that  an  accountant  should 
be  called  in  to  ascertain  the  position  of  the  various  trades  in 
which  the  testator  was  en^^ed,  and  to  make  up  an  account 
of  his  property  and  liabilities  to  see  if  it  will  be  prudent  for 
the  executors  to  undertake  the  trusts  imposed  upon 
them. 

Now  comes  in  the  value  of  the  accountant's  training  ;    he 
dispatches  a  responsible  clerk  to  make  up  as  quickly  as  pos- 
sible an  approximate  balance-sheet  of  each  trade  in  which 
the  testator  was  engaged,  while  he  himself  attacks  the  mass 
of  confusion  contained  in  the  safes  and  drawers.    At  first 
everything  seems    confusion    worse   confounded,    but    the 
accountant  commences  a  rough  and  rapid  attempt  to  classify 
the  papers,  sifting  the  wheat  from  the  chaff,  not  stopping  to 
read  anything  carefully,  but  never  forgetting  the  general  con- 
tents of  any  paper  which  passes  through  his  hands.    In  the 
coarse  of  this  examination  he  will  probably  find  pocket-books, 
oacks  of  envelopes,  or  scraps  of  paper  containing  what  appear 
at  first  sight  cabalistic  signs ;  but  by  degrees  these  strange 
and  fragmentary  entries  will  be  found  to  have  a  distinct 
sequence  which  a  reference  to  the  scattered  documents  will 
confirm,  and  bit  by  bit  the  accountant  pieces  together  his 
information  until   he  has  evolved  a  clear  account  of  the 
testator's   transactions  for  many  years.    It  is  like  reading 
Cuneiform  inscriptions,  almost  as  intricate  and  to  a  true 
accountant  quite  as  fascinating.    But  the  accountant  must 
not  wait  for  this  elaboration  now ;  dear  as  a  balance-sheet, 
is  to  his  heart,  he  must  be  content  to  satisfy  himself  that  he 
knows  so  much  of  the  testator's  position  that  there  is  no 
reason  for  thinking  anything  of  importance  is  omitted  from 
his  account. 

The  executors  being  now  satisfied  from  the  accountant's 
report  that  they  may  safely  prove  the  will,  the  solicitor  will 
make  up  from  the  figures  supplied  by  the  accountant  the 
application  for  a  grant  of  probate,  and  upon  the  accuracy  of 
these  figures  it  depends  whether  the  right  amount  of  duty 
is   paid. 

As  these  particulars  must  be  classified  for  entry  on  the 
foim  of  application  for  probate,  it  will  save  trouble  to  the 
solicitor  for  the  accountant  to  furnish  the  particulars 
properly  grouped,  and  for  this  purpose  he  must  read  the 
paragraphs  on  the  form  particularly  paragraph  6,  which 
divides  the  personalty  in  England,  Scotland,  and  Ireland, 
and  paragraph  8,  which  excepts  voluntary  and  certain  other 
debts  from  tnose  which  may  be  deducted  before  payment 
of  duty. 

First  in  order  under  the  head  of  "  Personal  Estate  in 
respect  of  which  the  Grant  is  to  be  mdde  "  come  Stocks  or 
funds  of  the  United  Kingdom  ;    foreign  stocks  or  funds 
transferable  in  the  United  Kingdom  ;  and  shares  or  deben- 
tures of  public  companies.      Then  follow  dividends    and 
interest  declared,  received,  and  accrued  due  in  respect  of 
these  investments  to  date  of  affidavit.      From  th^  inser- 
tion of  the  word  "  due  "  it  would  appear  that  no  api>or- 
tionment  need  be  made  of  accruing  dividends  or  interest 
to    the     date     of     the     affidavit.      A     foot-note     directs 
that  the  medium  selling  price  of  shares  at  the  date  of  the 
affidavit  shall  be  vouched  by  production  of  published  quota- 
tions, brokers'  certificates,  or  letters  from  the  secretaries  of 
the  companies.       Next  follow  "cash  in  the  house"  and 
*•  cash  at  the  bankers  "  ;  then  •*  money  out  on   mortgage," 
&c    and  **  interest  thereon  to  date  of  affidavit."  In  this  case 
aii  accruing    interest  must  be  brought  into  the  account. 
*'  Book  debts  "  a^  ^  **  o^^®'  debts  "  are  then  separately  stated 
loUo,^  by  **  lua^P  '^  porolmae-money  of  leal  and  leasehold 


estate  contracted  in  lifetime  of  deceased  to  be  sold."  You 
are  all  aware  that  zeal  estate  is  not  liable  to  probate  duty, 
but  if  contracted  to  be  sold  by  the  deceased  it  is  considered 
to  be  converted  into  personalty,  and  so  becomes  liable. 

The  next  division  is  for  "  personal  estate  over  which  the 
deceased  had  and  exercised  an  absolute  ]^wer  of  appoint- 
ment." This  applies  to  property  over  wmch  the  deceased 
had  a  power  of  appointment  under  a  will  or  deed,  that  is  to 
say,  property  which  he  could  not  sell  or  dispose  of  during 
his  life,  but  which  he  could  appoint  to  anyone  he  chose 
after  his  death.  A  foot-note  directs  particulars  to  be  given 
of  the  name  and  date  of  death  of  the  deceased  if  this  power 
was  derived  under  a  will,  but  if  under  a  deed,  the  date 
thereof  and  names  and  addresses  of  the  trustees.  *'  Policies 
of  assurance  on  the  life  of  the  deceased  or  on  that  of  any 
other  person  "  are  then  provided  for,  I  assume  that  a  letter 
from  tne  actuary  of  the  company  would  be  required,  stating 
the  surrender  value  of  a  policy  on  the  life  of  any  other  person 
than  the  deceased.  "  Household  goods  &c."  and  **  stock-in- 
trade,  Ac."  must  be  shown  either  at  the  gross  amount  realised 
if  sold,  or  if  unsold,  at  their  estimated  value.  In  the  latter 
case  an  appraiser's  valuation  should  be  produced.  "  Goodwill 
of  business  "  may  be  shown  at  the  price  given  for  it,  or  at  a 
valuation,  accordmg  to  the  custom  of  the  trade,  or  at  an 
estimate.  I  shall  speak  further  on  this  asspt  under  my 
remarks  on  the  residuary  accouut.  An  estimate  of  the 
profits  of  the  business  to  the  date  of  affidavits  is  also  re- 
quired. This  must  be  a  very  arbitrary  figure  ;  but  if  dealiotg 
with  a  business  where  accurate  accounts  had  been  kept,  it 
would  be  well  to  state  these  at  so  many  days'  proportion  of 
the  average  profits  of  three  years  preceding,  and  if  accurate 
accounts  of  past  trading  are  not  obtainable,  to  insert  a 
moderate  percentage  onthe  trade  done  or  a  proportion  of 
the  deceased's  profits  as  shown  by  his  last  income  tax  assess- 
ment. "  Ships  and  shares  of  ships,"  and  their  estimated 
profits,  follow  next.  These  values  oan  doubtless  be  obtained 
from  people  connected  with  the  maritime  interest,  but  in 
Birmingham  we  have  rarely  to  deal  with  them. 

The  next  asset  may  possibly  Rive  some  trouble,  viz.  **  The 
deceased  share  as  a  partner,"  as  a  balance-sheet  is  required, 
signed  by  the  surviving  partners,  in  bow  few  cases  com- 
paratively a  balance-sheet  is  readily  obtainable  of  partnership 
trades  we  all  know,  and  we  must  hope  the  Probate  Co  .rt  will 
not  be  very  exacting,  as,  unless  the  probate  is  to  be  delayed, 
this  figure  can  often  only  be  given  approximately. 

Leasehold  property  must  then  be  stated  in  detail  with  an 
appraiser's  valuation  if  unsold,  but  subject  to  a  deduction 
for  any  mortgage  debt  for  which  this  property  is  the  solt 
security. 

Rents  of  deceased's  nal  and  leasehold  property  due  prior 
to  the  death,  and  rents  of  leasehold  property  accrued  since 
the  death  and  an  apportiontment  to  date  of  affidavit  must 
then  be  given. 

Rents  of  real  estate  accrued  due  are  personalty,  but  rents 
of  real  estate  accruing  since  the  death  are,  like  real  property 
not  liable  to  probate  duty.  These  are,  however,  to  be  appor- 
tioned to  the  death,  and  the  amount  stated  in  the  next  line. 

Income  accrued  due  but  not  received  arising  from  property 
of  which  deceased  was  tenant  for  life  must  be  given  with 
particulars  of  the  titles  as  directed  by  foot  note  "  b  "  on  the 
second  page,  and  an  apportionment  of  such  income  to  date 
of  death  must  also  be  accounted  for. 

Then  comes  any  expectant  interest  under  a  will  or  settle- 
ment, of  either  of  which  particulars  are  required  to  be 
given. 

And  lastly,  for  fear  anything  should  have  been  omitted 
from  this  very  comprehensive  form,  there  is  a lin^ for" other 
personal  estate  not  comprised  under  the  foregoing  heads." 

Notwithstanding  the  form  is  so  comprehensive,  I  expect 
you  will  be  surprised  to  find  how  frequently  this  last  line  is 
required. 

Provision  is  also  made  for  a  further  account  to  be  delivered 
if  it  should  be  difficult  to  obtain  particulars  of  all  the 
deoeaaed's  estate. 
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There  is  a  second  account  for  personal  estate  locally  situate 
abroad,  and  in  respect  of  which  no  grant  is  required,  and 
then  a  schedule  containing,  in  Part  I.,  an  account  of  debts 
owing  by  the  deceased,  and  in  Part  II.,  an  account  of  the 
funeral  expenses. 

Subject  to  the  exceptions  mentioned  in  paragraph  8,  this 
should  contain  all  the  liabilities  of  the  deceased. 

The  duty  upon  this  grant  was  formerly  paid  upon  the  total 
amount  of  the  personal  estate,  and  it  was  necessary  to  apply 
subsequently  for  a  return  of  duty  upon  the  ground  of  debts 
owing. 

Also  the  scale  of  duty  under  the  former  act  increased  by 
leaps  and  bounds,  making  a  wide  difference  if  the  assets 
were  just  sufficient  to  carry  them  over  a  round  sum  in 
thousands,  while  now  the  scale  is  fixed  at  an  uniform  rate  of 
£3  upon  every  £100  or  fraction  of  £100  over  a  £1,000  the 
scale  being  lower  if  the  estate  is  of  a  less  value  than  £1,000. 

It  might  cause  considerable  delay  to  obtain  a  complete  ac- 
count of  debts  owing,  and  the  executors  would  probably  prefer 
to  incur  the  risk  of  omitting  some  of  these  rather  than  delay 
the  probate  of  the  will.  If  it  appeared,  subsequently,  that 
debts  had  been  omitted  to  such  an  amount  as  to  make  a  sub- 
stantial difference  in  the  duty  payable,  I  have  no  doubt  that 
the  Commissioners  of  the  Inland  Bevenue  would  make  a 
return  u^n  an  affidavit  stating  the  facts. 

There  is  another  form  of  account,  B.,  for  small  estates, 
liable  only  to  a  SOs.  stamp,  but  this  is  in  many  respects 
identical  in  form  with  account  A,  and  as  accountants  will 
rarely  be  concerned  in  such  small  estates  I  need  not  more 
particularly  refer  to  it. 

The  grant  of  probate  being  obtained,  the  executors  can  per- 
form such  acts  as  are  urgently  needed  ;  but  the  accountant 
must  by  no  means  relax  his  efforts,  as  it  is  important  that 
the  executors  should  have  full  information  as  early  as  pos- 
sible upon  every  detail  of  the  estate  with  which  they  have  to 
deal.  There  may]be  shares  to  be  sold,  contracts  to  be  com- 
pleted, disputes  settled,  and  many  matters  requiring  prompt 
attention  which  only  appear  upon  a  careful  scrutiny  of  the 
accounts. 

The  executors  will  now  probably  instruct  the  accountant 
to  keep  a  record  of  their  dealings  with  the  two  funds ;  and  in 
order  to  show  this  information  in  the  clearest  and  most  con- 
cise form,  a  statement  of  accounts  is  adopted  which  I  believe 
is  almost  identical  throughout  the  accountants  practising  in 
Birmingham,  and  which  serves  the  purpose  of  furnishing 
full  ixiformation  in  dealing  with  the  estate,  and  is  so  framed 
that  it  contains  all  particulars  required  for  passing  the 
residuary  account,  for  payment  of  duties,  and  for  the  final 
division  of  the  estate.  In  this  statement  .accounts  are 
opened  with  "  principal,*'  "  income,"  *•  testamentary  ex- 
penses,*' "  funeral  expenses,"  **  debts  "  "  legacies  '*  "  invest- 
ments,*' **  cash,"  "  bank,**  "  mortgages,'*  and  finally 
**  legatees." 

Formerly  many  questions  arose  as  to  the  apportionment 
between  principal  and  income  of  rents,  dividends,  and  other 
periodical  payments  ;  the  decisions  on  the  point  were 
numerous  and  contradictory,  and  the  unfortunate  account- 
ant was  placed  in  the  unsatisfactory  position  of  having  to 
make  up  each  set  of  accounts  according  to  the  advice  of  the 
solicitor  concerned.  So  that  he  might  on  the  same  day  send 
out  two  sets  of  accounts  containing  an  account  of  parallel 
receipts  which  were  dealt  with  in  different  ways.  Happily 
this  difficulty  has  been  disposed  of  by  the  Apportionment 
Act  of  1st  August,  1870,  under  which  all  penodical  pay- 
ments in  the  nature  of  income  are  apportionable  in  respect 
of  time  as  if  they  accrued  from  day  to  day. 

I  have  assumed  the  accountant  has,  by  an  exhaustive 
examination  of  the  testator's  books  and  papers,  arrived  at  a 
knowledge  of  the  property  of  which  he  died  possessed,  and  of 
the  various  sums  in  which  he  was  indebted  ;  he  wiU  now 
enter  to  the  credit  of  the  **  principal  "  account  any  ascer- 
tained amounts,  such  as  cash  in  han,  balance  at  the  bankers, 
sums  lent  on  mortgage,  capital  in  any  partnership  business, 
proportion  of  rents,  cuvidends,  or  interest  to  the  death ;  and 


will  charge  to  "  principal "  any  ascertained  debts,  such  as 
loans  or  mortgages.  When  these  amounts  are  cJl  posted  to 
their  proper  personal  accounts  the  statement  will  show  all 
the  fixed  amounts  at  the  time  when  the  executors  commence 
to  deal  with  the  estate.  The  accountant  should  now  care- 
fully peruse  the  wiU,  and  make  a  short  abstract  of  such 
portions  as  will  affect  the  accounts,  taking  care  to  consult 
the  solicitor  if  he  should  be  in  doubt  about  the  proper 
interpretation  of  any  clause.  If  any  portion  of  the  testator's 
estate  should  be  specifically  bequeathed,  the  value  of  this 
should  if  practicable,  be  entered  to  the  credit  of  principal 
and  posted  to  the  debit  of  the  property,  and  then  transferred 
from  the  debit  of  principal  to  the  credit  of  the  legatee, 
whose  account  should  be  closed  by  transfer  from  the  property 
account.  This  is  not  multii>lying  entries,  but  is  bringing 
everything  through  the  principal  account,  which  should,  1 
think,  show  the  whole  of  the  estate.  The  further  credits  to 
principal  are  the  testator's  investments  other  than  loans,  as 
are  realised  from  time  to  time,  and  the  value  ascertained, 
the  posting  being  to  the  debit  of  the  account  with  the  invest- 
ment, which  wiU  be  credited  by  cash,  and  so  closed. 

While  realising  the  estate,  the  executors  have  been  mak- 
ing various  payments,  viz.,  to  the  soUcitor  for  probate  duty 
and  fees,  which  is  chargeable  to  "  testamentary  expenses  ;'* 
for  the  funeral,  gravestone,  or  family  mourning,  which  are 
chargeable  to  '*  funeral  expenses ;"  for  simple  contract  debts, 
which  are  chargeable  to  **  debts ;"  for  valuations,  law  costs, 
accountant's  charges,  and  numerous  expenses  incident  to 
the  execution  of  the  trusts,  which  are  chargeable  to 
**  executorship  expenses."  They  may  also  have  paid  pecun- 
iary legacies  ;  but  I  recommend  you  to  charge  tiiese  to 
personal  accounts  with  the  legatees,  and  to  close  these 
accounts  by  transfer  to  **  legacies  "  account.  If  you  work 
out  an  account  on  the  lines  which  I  have  here  laid  down 
until  the  conclusion  of  the  trust,  and  then  transfer  the 
funeral  expenses,  testamentary  expenses,  executorship  ex- 
penses, debts  and  legacies  to  principal,  you  wiU  ascertain 
the  net  residue  payable  to  the  residuary  legatee  or  legatees. 
But  in  addition  to  dealing  with  the  principal,  the  trustees 
have  probably  to  deal  with  life  tenancies,  and  for  this  purpose 
they  req^uire  to  keep  an  accurate  account  of  the  income  and 
its  distribution.  For  this  purpose  an  account  is  opened  with 
each  property  or  investment,  which  is  debited  witn  any  rent 
or  interest  as  the  same  becomes  due,  and  this  sum  is  credited 
to  an  "  income  account/'  and  when  paid  is  credited  to  the 
investment  through  the  cash  account.  Any  payments  or 
aUowances  or  other  deductions  are  charged  against  in- 
come, and  the  bsJance  must  be  dealt  with  accorcSng  to  the 
win. 

This  all  sounds  very  simple  and  straightforward,  but  I 
would  advise  any  of  my  younger  friends  who  try  their  skill 
for  the  first  time  on  a  set  of  executorship  accounts  not  to 
start  with  the  idea  that  the  work  is  simple  and  easy.  Many 
difficult  questions  arise,  and  the  greatest  care  la  required. 
One  essential  in  such  accounts  is  that  the  fullest  particulars 
should  be  concisely  stated,  as  it  is  impossible  to  say  for  what 
purpose  information  may  eventuaUy  be  required,  and 
the  accountant  must  remember  that  when  the  accounts 
are  placed  in  his  hands,  he  is  held  responsible  for  ^eir 
accuracy,  and  that  the  soUcitor  does  not  feel  called 
upon  to  exercise  a  censorship  over  them  when  they  are 
presented,  but  expects  his  opinion  to  be  taken  while  the 
accounts  are  in  preparation,  if  any  legal  assistance  is 
required. 

I  will  now  deal  with  the  stamp  duty  accounts,  or  the 
accounts  required  by  the  Commissioners  of  Inland  Bevenue. 
The  preparation  of  these  has  always  been  a  subject  of  con- 
troversy between  solicitors  and  accountants,  the  former 
often  maintaining  that  these  are  lesal  documents,  whUe 
the  latter  state  as  they  have  to  furnisn  all  the  particulars 
it  is  better  that  they  should  fiU  up  the  official  forms  and 
pass  the  accounts.  This  is  a  matter  in  which  I  always 
offer  to  furnish  the  particulars  to  the  soUcitor,  but  I  gener- 
ally find  that  he  requests  me  to  pass  the  acooontt. 
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Unless  the  estate  has  admitted  of  a  very  speedy  realisa- 
tion, the  execntozs  will  receive  notices  from  tne  officials  at 
Somerset  House  topass  their  accomits  and  pay  the  duties 
arising  thereon.  The  accountant  must  then  obtain  the 
necessary  forms  from  the  Inland  Beyenue  office  and  at  once 
prepare  the  account  of  the  residue,  and  in  doing  this  he.  will 
ascertain  it  all  other  accounts  have  been  passed  and  duties 
paid.  It  is  probable  that  many  of  these  accounts  have  been 
prepared  and  passed  by  the  solicitor,  as  they  are  merely  for 
the  purpose  of  pa^ng  duty  at  the  proper  rate  upon  the  value 
of  legacies  or  specific  bequest ;  but  I  will  give  a  list  of  these 
forms  at  the  point  of  my  address  at  which  they  naturally 
arise.  I  may  mention  tnat  under  the  Probate  Duty  Act  of 
1881,  the  duty  of  1  per  cent,  formerly  payable  was  abolished, 
and  that  where  no  other  duties  are  payable  it  is  not  now 
the  practice  to  require  a  residuary  account  to  be  presented. 
It  will,  however,  rarely  happen  ^at  the  trusts  of  a  will 
where  an  accountant  is  employed  are  so  simple  that  no 
residoanr  account  is  required.  The  imaginaiy  testator  with 
whom  I  commenced  held  properties  and  mvestments  of 
various  kinds,  and  I  will  assume  that  they  comprised  every 
kind  provided  for  in  the  form  of  passing  the  residuary 
account,  and  endeavour  to  state  the  mode  of  setting  these 
out.  You  will  notice  that  the  first  thing  to  be  entered  is  the 
name  of  the  person  forwarding  the  account.  The  old  regula- 
tion required  personal  delivery  of  the  account  at  the  Inland 
Bevenue  office,  but  now  if  the  accountable  person  resides  in 
the  country  it  may  be  sent  by  post.  In  cases  where  the 
account  is  at  all  complicated,  1  strongly  advise  personal 
attendance,  as  this  will  enable  you  to  answer  the  queries  of 
the  examining  official,  and  to  ascertain  clearly  what  altera- 
tions, if  any,  he  requires  to  have  made.  The  examination  is 
conducted  with  an  acumen  which  reflects  great  credit  upon 
the  officials  of  this  department,  but  I  have  always  found 
them  perfectly  fair  and  ready  to  adjust  any  difficult 
promptly  and  courteously,  ii  they  feel  that  the  account  is 
honestly  made  out  with  the  intention  of  paying  all  duties 
properly  payable.  There  is,  however,  a  danger  of  playing  at 
cross  questions  and  crooked  answers  if  you  endeavour  to 
adjust  complications  by  correspondence. 

Yon  are  wen  told  tliat  a  separate  form  is  supplied  for  pro- 
perty chargeable  under  the  Succession  Duty  Act,  to  which  I 
shall  have  to  refer  later  on  in  my  address. 

The  residuary  account  is  described  as  a  form  of  account  of 
personal  estate,  and  of  monies  arising  from  the  sale,  mortgage, 
or  other  disposition  of  real  estate  cUrected  by  will  to  be  sold, 
Ac,  for  the  purpose  of  having  the  legacy  and  residue  duties 
charged  and  assessed  pursuant  to  the  Acts  of  86  Gkorge  III. 
cap.  52,  and  45  George  III.  cap.  28,  and  55  George  III.  cap. 
184. 

This  title  is  so  comprehensive  that  you  cannot  fail  to  grasp 
its  meaning,  and  the  enactments  referred  to  will,  I  think, 
give  the  accountant  all  the  legal  knowledge  he  need  have  for 
the  preparation  of  this  account.  The  two  first-named  Acts 
relate  to  the  legacy  duty  ;  and  the  third  relates,  to  the 
probate  duty. 

You  must  next  insert  in  the  account  the  register  number, 
year  and  folio,  of  the  grant  of  probate,  which  the  solicitor 
will  give  you,  and  then  supply  the  full  name,  address,  and 
occupation  of  the  testator,  the  day  of  his  death,  the  names 
and  descriptions  of  the  executors  who  have  proved  the  will, 
and  the  name  of  the  registry  in  which  the  will  was  proved, 
with  the  date  of  probate ;  and  must  rule  out  any  part  of  the 
printed  heading  which  does  not  apply  to  the  particular  cose. 
Yon  will  then  come  to  the  account  of  the  property  belonging 
to  the  testator  at  his  decease. 

This  must  be  stated  in  two  columns: — 1.  Money  received  and 
property  converted  into  money.  Property  not  converted  into 
money. 

The  chief  object  of  this  distinction  is  to  arrive  at  the  bal- 
«incc  of  cash  remaining  in  the  hands  of  the  executors,  and 
upon  the  interest  of  which  they  must  pay  duty.  A  side- 
note  directs  the  date  to  be  affixed  at  which  any  property  is 
GOATerted. 


The  first  two  items  are  **  cash  in  house  "  and  "  cash  at 
the  bankers,"  which  of  course  appear  in  the  first  column. 
Then  follow  five  items,  viz.  "  furniture,"  "  wines,"  **  horses, 
carriages,  and  farming  stock,"  '*  stock-in-trade,"  "  goodwill 
of  trade  or  business."  If  converted,  the  proceeds  of  thcso 
must  appear  in  column  Ko.  1  with  the  date  of  conversion ;  if  not 
converted,  they  must  appear  in  column  No.  2,  and  inven- 
tories and  proper  valuations  made  at  the  time  of  rendering 
the  account  must  be  produced.  As  valuations  of  many  of 
these  items  have  been  made  for  probate,  it  is  usual  to  ask 
the  valuer  if  he  considers  any  change  in  value  has  token 
place  in  the  interval,  and  he  can  often  give  a  further  valua- 
tion for  a  small  addition  to  his  original  fee.  Fanning  stock 
or  stock-in-trade  will,  if  they  have  been  held,  have  changed 
in  value,  and  re-vaiuations  must  bo  made.  The  item  of 
goodwill  has  comparatively  rarely  arisen  in  my  experience, 
as,  if  the  testator  be  engaged  in  a  partnership  business 
you  may  bracket  the  two  items  of  stock  and  goodwill,  and 
state  the  capital  in  the  partnership  business  in  lieu  of  them ; 
and  if  he  be  sole  owner,  his  executors  will  probably  wait 
until  after  disposal  of  his  business  before  passing  the 
residuary  account,  as  few  things  are  so  difficult  of  valuation 
as  stock,  plant,  and  goodwill  of  a  trade.  When  the  goodwill 
has  however  to  be  valued,  you  must  ascertain  the  average 
profits  of  the  trade  and  assess  the  goodwill  at  as  many 
months'  purchase  as  would  usually  be  given  for  a  trade  of 
this  character.  In  dealing  with  an  asset  so  uncertain  of 
realisation  ob  this,  the  officials  are  not  exacting  as  to  the 
amount,  and  will  accept  a  figure  which  seems  reasonably 
fair,  and  in  support  of  wnich  some  evidence  can  be  adduced. 
If  it  is  difficult  to  obtain  an  accurate  account  of  the  profits 
of  the  business,  a  fair  percentage  on  the  amount  of  trade 
done  will  no  doubt  be  accepted  as  representing  the  profits 
earned. 

The  next  five  items,  viz,,  **  life  assurance  policies,"  "  rents 
due  at  the  death,"  "  mortgages  and  interest,"  "  bonds,  &c.," 
and  "  book  and  other  debts,"  call  for  little  remark,-  except 
to  direct  your  attention  to  the  side  note  referring  to  the  3drd 
and  34th  Vict.  cap.  85.  This  is  the  Act  of  which  I  have 
already  spoken,  under  which  all  periodical  paynients  are 
made  apportionable  in  respect  of  time.  Policies  will  doubt- 
less be  received  before  passing  the  account ;  the  other  four 
items  will  probably  have  to  be  divided  between  columns  1  and 
2.  Thus  far  no  schedules  are  required  to  be  filed  with  the 
account,  but  to  ensure  accuracy  and  for  convenience  of 
reference  it  is  well  to  make  out  schedules  and  put  them  away 
with  the  draft  account. 

Next  follow  shares  under  various  heads,  with  directions  to 
value  those  not  converted  at  the  medium  price  of  the  day  on 
which  the  account  is  dated.  The  accountant  may  ascertain 
this  value  from  the  share  lots  and  state  it  in  the  account,  but 
it  is  better  to  hand  a  schedule  to  a  stockbroker  and  ask  him 
to  certify  the  value,  which  he  will  do  for  a  small  fee.  If  the 
shares  arc  not  often  dealt  in,  a  letter  from  the  secretary  of 
the  company  will  be  accepted  stating  the  price  of  the  shares 
last  sold. 

Ships  or  shares  of  ships,  which  follow  next,  are  things  with 
which  we  rarely  have  to  deal  in  this  inland  town,  and  I 
admit  that  I  have  no  knowledge  whose  business  it  is  to 
value  a  ship.  Shares  of  ships  change  hands  in  d2nds  and 
64ths,  and  other  fractional  ports,  and  have  a  marketable 
value  very  much  like  shares  of  fixed  amount  in  a  joint-stock 
company. 

Then  come  Government  and  Colonial  Stocks  under  various 
heads,  and  Stocks  of  Foreign  States,  with  instructions  to  value 
those  not  converted  at  the  medium  price  of  the  day  on  which 
the  account  is  dated. 

Tlio    next    heading,    "property  which  the  testator  had 
power  to  appoint  as  he  thought  fit,"  applies  to  any  share  or 
mtcrest  under  a  will  or  settlement  over  which  he  1  arl  a 
power  of  disposition,  and  will  be  entered  as  follows,  c- 
case  may  be  :  "J  share  of  the  residue  of  the  cf 
subject  to  a  life  estate  therein  of  C  D,  now  a  , 
lesidue  amounts  to  the  sum  of  £  %  and  tuo  x'^^t>*^-^  ^ 
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value  subject  to  the  life  estate  is  £  ,  oncLthe  value 

J  share  is  &  ." 

Next  is  a  place  for  any  property  not  answering  to  any  of 
the. previous  descriptions :  and  finally,  a  place  for  real  estate 
and  leasehold  estate  directed  to  be  sold,  with  a  side-note 
explaining  that  this  is  to  include  estate  directed  by  the  will  to 
be  sold  or  mortgaged,  and  a  caution  that  real  and  leasehold 
estate,  if  not  directed  to  be  sold,  are  chargeable  with  succes- 
sion duty,  and  therefore  do  not  appear  in  this  account.  There 
is  also  a  direction,  so  as  to  leave  no  doubt  on  this  point, 
that  if  there  be  no  real  or  leasehold  estate  yon  shaU  Bay 

BO. 

The  rule  as  to  producing  proper  valuations  at  the  date  of 
the  account  applies  to  reobl  and  leasehold  estate  directed  to 
be  sold  which  is  not  converted.  Hero  again  the  i^uations 
nia,de  for  probate  may  be  revised,  and  a  fresh  oertificate 
given  by  the  valuer. 

Having  now  stated  particulars  of  ^1  the  property  liable  to 
legacy  duty,  the  total  value  of  property  converted  is  added 
to  tho  value  of  that  not  converted,  and  the  total  of  property 
shown. 

The  particulars  contained  in  column  1  will  all  appear  in 
tho  *'  principal  "  account  of  the  statement  before  mentioned, 
not  in  the  order  of  the  residuary  account,  inasmuch  as  they 
have  been  entered  from  time  to  time  as  converted,  but  in  a 
shape  that  the  residuary  account  can  readily  be  framed :  the 
foundation  for  the  paftibulars  contained  in  column  two 
will  be  the  schedules  used  for  obtaining  probate  of  the 
will. 

It  is  convenient  to  state  here  the  amount  under  which  tfie 
will  was  proved,  as  it  will  vouch  the  first  figure  under  the 
head  of  payments. 

The  account  then  provides  for  particulars  of  actual 
payments  on  account  of  principal  to  the  date  of  the  residuary 
account. 

1.  **  Probate  or  administration,"  which  is  merely  the 
amount  of  dutv  and  fees. 

2.  "  Funeral  expenses,"  which  includes  cost  of  the  grave, 
tombstone,  undertaker's  bill,  family  mourning. 

3.  "  Expenses  attending  executorship  or  administration," 
which  includes  law  costs,  accountant's  and  valuer's  charges, 
executor's  travelling  expenses,  and  many  smaJl  expenses 
incidental  to  the  execution  of  the  trusts  of  the  vnll. 

Of  these  three  items  no  particulars  are  demanded,  unless 
the  amount  should  seem  to  the  controller  to  be  excessive. 

Debts  on  simple  contract,  rent,  taxes,  wages,  &c.,  must 
then  be  stated.  Then  debts  on  mortgage,  with  interest  to 
the  death.  Then  debts  on  bonds  and  other  securities,  with 
interest  to  the  death. 

The  distinction  between  these  three  classes  of  debts  is  so 
clear  cks  to  require  no  explanation.  In  each  a  schedule  must 
be  furnished  which  should  set  out  the  names  of  the 
creditors,  the  consideration  for  tiie  debts,  and  the  amoimts 
thereof. 

Pecuniary  legacies  are  the  next  deduction,  and  at  this 
point  the  accountant  should  satisfy  himself  that  duties  have 
been  paid  upon  all  legacies  where  the  duty  is  payable  upon 
forms  other  than  the  residuary  account.  It  will  often  be 
found  convenient  to  insert  in  the  |account  of  the  property 
epecific  bequests,  as  of  furniture,  plate,  stocks  or  funds, 
treating  them  as  converted  in  column  1,  and  to  deduct  them 
again  as  payments  under  the  head  of  legacies,  as  this  shows 
the  discharge  of  legacy  upon  the  face  of  the  residuary 
account.  The  total  of  these  payments  is  then  deducted 
from  the  total  of  the  property,  leaving  the  net  amount  of 
property  to  carry  forward.    You  will  notice  on  the  form  the 

words  ••  purchased  on  the of at ."    This  is  for 

the  insertion  of  any  investments  made  by  the  executors, 
which  must  not  be  cast  up  with  the  payments  as  a  deduction 
from  the  property,  but  must  form  part  of  a  separate  total  in 
the  payment  column,  and  be  used  as  a  deduction  in  the 
memorandum  at  the  foot  of  the  sheet  to  show  the  balance 
of  cash.  This  memorandum  is  designed  to  show  if  the 
ttooators  detaixi  any  considexabks  sum  of  cash  in  hand  or  at 


their  bankers  which  has  produ3ed  interest,  and  which  inter- 
est is  liable  to  duty  under  the  (ith  paragaph  on  page  3  of  the 
residuary  account.  I  have  found  it  more  convenient,  where 
all  monies  received  have  been  paid  to  a  baiik,  to  enter  in  this 
paragraph  the  amount  of  interest  allowed  by  the  bankers  on 
the  balance  in  hand,  instead  of  calculating  interest  at  4  per 
cent,  upon  the  balance  between  colunm  1  and  the  payments, 
as  it  is  always  difficult  to  fix  the  time  for  which  this  interest 
should  run,  and  it  introduces  an  amount  which  differs  from 
the  actual  income  received. 

Having  disposed  of  receipts,  outstanding  estate,  and  pay- 
ments on  account  of  the  principal  of  the  estate,  the  account 
next  requires  a  detailed  statement  under  sovcn  headings, 
showing  the  income  produced  by  the  estate  down  to  the  date 
of  tho  account.  These  particulars  will  be  readily  obtained 
from  the  income  account  in  the  statement,  and  easily 
classified  in  the  schedules  to  accompany  this  account.  Tlicy 
will  start  with  the  proportions  of  the  periodical  payments 
from  the  death  to  the  first  usual  date  of  payment  after  the 
death,  and  will  also  include  all  rents,  dividends,  and  interest 
actually  received,  and  the  proportion  accrued  on  outstand- 
ing property  down  to  the  date  of  the  account.  These  accumu- 
lations being  added  to  the  net  amount  of  property  brought 
forward,  a  fresh  total  is  made  preparatory  to  deducting  pay- 
ments on  income  account.  These  are  divided  into  four 
headings,  viz.,  interest  on  sums  due  from  the  testator ; 
interest  on  pecuniary  legacies;  payments  on  account  of 
azmuities  ;  other  payments.  These,  like  the  accumulations 
above,  should  be  calculated  to  the  date  of  the  account.  The 
starting  point  on  the  first  would  be  of  course  the  death  of 
the  testator ;  the  commencement  oi:  interest  on  legacies 
would  depend  upon  tho  terms  of  the  v;ill ;  in  the  absence  of 
any  directions,  a  legacy  is  usually  payable  twelve  months 
after  the  death,  and  interest  would  rua  from  this  date,  but 
it  is  safer  to  consult  the  solicitor  before  deciding  upon  this 
point.  The  commencement  of  the  annuities  also  depends 
upon  the  will.  "  Other  pa3rments  "  provides  for  expenses  of 
management,  commission  on  collecting  rents,  solicitor's  and 
accountant's  charges,  against  income  and  any  lawful  out- 
goings connected  with  the  income  of  the  trust  estate. 

There  still  remain  certain  deductions  which  have  not  been 
dealt  with,  viz.  debts  still  due  from  the  estate  and  outstand- 
ing legacies,  of  which  schedules  must  be  given.  You  should 
also  deduct  here  the  present  value  of  any  annuity  or  other 
periodical  payment  charged  upon  the  residue.  We  then 
nave  the  net  residue,  but  a  further  reduction  is  provided  for, 
viz.  "  any  portion  of  the  residue  not  liable  to  duty, ,  or  for 
which  duty  is  paid  on  separate  receipts."  This  meets  the 
case  where  a  testator  might  bequeath  a  share  of  residue  to 
his  >wife  or  children,  who  would  pay  no  duty,  and  the 
remainder  to  parties  who  would  be  Uable  to  duty,  or  where 
the  residue  is  divisible  between  parties  paying  different  rates 
of  duties,  where  it  would  be  necessary  to  pay  upon  certain 
shares  on  separate  receipts,  leaving  as  the  residuary  account 
the  amoimit  subject  to  one  rate  of  duty  only.  We  thus 
arrive  after  all  these  deductions  at  the  residue  on  which 
duty  is  payable  on  this  account. 

A  form  of  declaration  is  added,  which  must  be  filled  up 
ready  for  the  signatures  of  the  executors,  stating  the  amount 
of  duty  offered,  the  rate  of  duty,  the  amount  liable  to  duty, 
and  whether  it  is  the  whole  or  part  of  the  residue,  and  the 
full  names  and  relationship  to  the  deceased  of  the  residuaiy 
legatees,  taking  care  to  use  the  words  of  the  Act  as  set  forth 
on  the  last  page  of  the  form. 

The  account  after  signature  must  be  forwarded  in  duplicate 
but  with  only  one  set  of  schedules,  to  the  controller  of  legacy 
and  succession  duties,  and  will  probably  be  returned  in  10 
or  14  days  with  a  slip  attached,  asking  for  further  informa- 
tion ;  when  all  queries  are  disposed  of  and  the  duty  is  paid, 
the  account  will  receive  the  official  signatures,  and  one  copy 
will  be  returned  to  you,  while  the  other  with  the  schedules 
will  be  filed  by  the  Commissioners  of  Inland  Revenue. 

Great  care  is  sometimes  necessary  in  distributing  the  dut;^, 
as  all  the  legatees  may  not  share  equally  ia  residue ;  and  it 
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must  be  borne  in  mind  that  duty  on  the  acoomulationB  of 
income  must  be  paid  by  the  parties  entitled  to  the  income. 

I  trust  that  the  rather  lengthy  sketch  which  I  have  given 
you  will  enable  you  to  dispose  of  an  account  which  at  first 
sight  is  complicated  and  cumbrose,  but  which  experience 
will  show  you  is  well  adapted  for  the  purpose  it  is  required 
to  serve.  It  is  an  account  which  has  given  a  headache  to 
many  an  articled  clerk,  whose  production  has  in  its  turn 
tried  the  official  tempers  of  Somerset  House.  The  residuary 
account,  except  in  very  small  or  simple  estates,  requires  the 
accounts  of  the  estate  to  be  carefully  prepared  beforehand 
with  a  view  to  passing  this  special  account,  and  it  is  folly 
for  any  one  not  specieJly  tnuned  to  the  work  to  endeavour  to 
force  a  mass  of  figures  with  which  he  was  previously 
unacquainted  into  the  schedules  necessary  for  the  residuary 
account. 

I  will  now  deal  with  the  other  fonns  of  payment  of  the 
stamp  duties  in  order  of  number. 

No.  1.  Legacy  receipt  is  headed  with  notices  for  deliver- 
ing the  account  which  apply  to  all  the  forms,  and  with  a 
statement  that  it  is  for  property  chargeable  under  the 
Legacy  Duty  Acts  and  not  under  the  Succession  Duty  Act. 
Spaces  are  arranged  for  reference  to  the  probate  and  for  the 
description  of  the  testator  and  the  date  of  his  death,  and  for 
the  description  of  the  executors  and  administrators,  devisees 
in  trust  or  heir-at-law,  in  other  words  for  the  persons  or  per- 
sons in  whom  the  personal  estate  is  vested  by  will  or  through 
intestacy :  also  for  particulars  of  the  registry  granting  the 
pobate  and  the  date  of  probate.  If  the  probate  be  obtained 
in  London  you  will  describe  it  as  the  principal  registry,  if  in 
the  country,  ^ou  will  describe  it  as  the  Birmingham  (or  other) 
District  Registry.  The  form  is  then  ruled  to  show :  1.  "  Name 


residue,  what  part  or  share."  That  is  to  say,  whether  it  is 
pecuniary  legacy  oi  a  specific  bequest  of  furniture  plate  or 
jewellery,  or  stocks,  or  any  other  personal  estate,  or  whether 
it  is  a  share  of  residue.  4.  "  Price  of  stocks."  That  is,  the 
medium  price  of  the  day,  in  the  event  of  the  legacy  taking 
thefozmof  a  specific  bequest  of  stocks  or  shares.  5.  "Value." 
This  must  be  supported  by  valuation  at  the  date  of  present- 
ing the  account.  6.  "  Rate  of  duty  per  cent."  Particulars 
of  this  are  given  on  the  back  of  Uie  form.  7.  "  Amount  of 
duty."  A  space  is  then  left  for  any  special  matter  necessary 
to  explain  the  mode  in  which  the  legacy  is  given.  The 
necessity  for  these  explanations  is  very  frequent,  and  will 
arise  in  everything  except  an  absolute  bequest.  The  legacy 
might  be  to  a  person  for  life  with  remainder  to  his  children, 
or  it  might  be  a  share  of  residue  contingent  upon  the  death 
of  a  life  tenant ;  in  fact,  the  cases  in  which  explanation  is 
necessary  are  so  numerous  and  so  difficult  of  illustration  in 
the  course  of  an  address  that  I  can  only  recommend  the 
student  to  use  all  his  intelligence  in  his  endeavours  to  enter 
these  particulars  in  due  form,  and  to  trust  to  the  experience 
of  older  practitioners  until  he  had  time  to  obtain  experience 
himself. 

(To  he  concluded  in  out  next,) 


LIVERPOOL  CHAETEBED  ACCOUNTANTS' 
STUDENTS'    ASSOCIATION. 


THE  RELATIOHS  BETWEEN  AOOOmrTAHTS  JJfD  THEIB  GLZBST8. 

The  third  ordinary  meeting  of  the  above  Association  was 
held  at  the  Law  Association  Rooms,  Cook-street,  Liverpool, 
on  Wednesday  evening,  the  Ilth  April,  1883,  at  seven  o'clock. 
Present,  Mr.  A.  W.  Chalmers,  F.C-A.,  in  the  chair,  and  a 
numerous  attendance  of  members. 

The  Chairman  called  upon  Mr.  Qeorge  Banner,  F.O.A.,  to 
give  his  lecture  entitled  "  The  Relation  Detween  Accountants 
^d  their  clients," 


Mr.  George  Banner  then  gave  his  leotoze,  which  is  as 
follows : — 

It  has  afforded  me  great  pleasure  to  accede  to  the  request 
made  to  me  by  the  Secretaiy  of  the  Society,  that  I  should 
throw  together  a|few  practical  suggestions  upon  some  subject 
dosely  affecting  the  position  and  welfare  of  our  profession, 
and  lay  them  before  you  for  your  careful  consideration  at 
your  meeting  to-night.  It  is,  I  can  assure  you,  with  no 
affectation  of  any  especial  fitness  for  my  task,  tiiat  I  have 
undertaken  the  position  that  has  been  assigned  to  me,  but 
simply  from  a  desire,  which  I  sincerely  entertain,  to  deepen 
that^  thorough  appreciation  of  the  res]xm%ibilities  and 
priyilegea  attached  to  our  business  relations  which  ought  to 
animate  every  member  of  our  societv.  My  motive,  therefore, 
in  appearing  before  you  at  all  will  fully  explain  the  reasons 
which  have  weighed  with  |me  in  selecting  "  The  Relations 
between  Accountants  and  their  Clients  "  as  the  subject  of 
my  paper — a  subject  which  has  suggested  itself  to  my  mind 
as  one  that  fully  understood  in  all  its  many  and  ever-vary- 
ing aspects,  would  extend  itself  over  a  much  wider  range 
than  the  time  at  my  disposal  could  pretend  to  embrace,  or 
your  patience  tolerate.  It  is  in  consequence  with  broad 
principles  alone  that  I  can  attempt  to  deal,  and  it  may,  I 
trust,  nappen,  that  by  a  plain  and  unhesitating  statement  of 
these,  a  free  and  friendly  discussion  may  be  stimulated  in 
the  course  of  the  evening's  proceedings,  and  the  objects  of  our 
meeting  together  be  more  fully  attained  thereby. 

First  of  all,  then,  let  me  remind  you  that  it  is  essential 
before  and  above  all  other  things  that  a  Chartered  Accountant 
should  realise  that  in  every  branch  of  our  honourable  pro- 
fession his  position  as  regards  his  clients  is  strictly  one  of 
trust.  How  frequently  do  occasions  arise  when  books, 
private  as  well  as  official,  are  confidently  committed  to  his 
custody.  The  collection  too  of  large  sums  of  money,  the 
adjustmg  of  intricate  and  often  badly  kept  accounts  between 
friendly  or  contending  parties ;  the  yearly  or  periodical 
auditing  of  the  books  and  accounts  of  public  companies  or 
private  firms,  always  advisable  and  generally  necessary,  the 
management  of  bankrupt  estates  or  concerns  in  liquidation; 
the  arbitrating  on  some  one  or  other  of  those  numerous  dis- 
putes and  complications  which  in  the  hurry  and  turmoil  of 
our  busy  commercial  life  must  necessarily  be  of  very 
frequent  occurrence,— do  not  all  these  make  it.  an  essential 
quuity  in  the  character  of  a  chartered  accountant  that  he 
be  a  man  to  whom  all  clients  can  point  as  a  person  of  un- 
blemished honour  and  integrity — one  in  whom  all  who  have 
to  seek  his  services  can  unhesitatingly  feel  that  they  may 
repose  an  unbounded  confidence  ?    The  possession  of  such 

Sualifications  as  these  can  alone  secure  to  our  profession 
bat  eminence  in  the  estimation  of  the  public,  which  is  and 
ought  to  be  our  earnest  aim  and  endeavour  to  achieve.  I  do 
not,  however,  lose  sight  of  the  fact  that  I  am  primarily 
add^ssing  those  who  are  as  yet  merely  students  in  our 
Institute,  and  that  it  is  from  their  ranks  that  the  trusted 
leaders  in  the  profession  will  have  to  be  drafted  ;  neither  do 
I  forget  that  before  any  of  you  can  show  your  ability  to  do 
your  work  well  and  prove  your  title  to  that  public  recognition 
of  your  worth  and  cnaracter  to  which  we  all  I  hope  aspire, 
you  must  in  the  first  instance  find  a  client  to  employ  your 
services  ,*  but  what  I  wish  earnestly  to  impress  upon  you  to- 
night is  this,  that  it  is  only  when  that  service  has  been 
honestly  and  satisfactorily  performed  that  your  agency  will 
a  second  time  be  called  into  requisition.  One  piece  of  work 
well  and  conscientiously  done  will  surely  lead  to  more,  and 
it  is  always  safer  to  trust  to  the  quality  of  that  which  passes 
through  your  hands,  never  glossing  over  anything  that  may 
even  remotely  affect  the  accuracy  of  your  statements,  never 
allowing  anything  of  a  slovenly  nature  to  appear  upon  their 
face,  than  to  depend  upon  the  infiuenco  of  outside  and 
partial  friends,  who  have  it  may  be,  a  personal,  but  often 
only  a  fleeting  interest  in  your  advancement,  Friends  may 
die,  or  their  energies  may  soon  be  exhausted,  but  a  reputa- 
tion based  upon  good  honest  work  and  a  personal  character 
for  integrity  and  trustworthiness  will  increase  from  da^  tQ 
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day,  and  will  most  surely  beai  its  fruit  in  your  business 
engagements. 

On  looking  into  Ohambers'  Dictionary,  I  find  that  it  gives 
the  original  meaning  of  the  word  "  client  **  as  **  one  who 
hears  and  obeys  a  superior,"  being  derived  from  the  Latin 
word  eleno.  This  is  not  exactly  the  meaning  which  we  are 
accustomed  to  attribute  to  it,  but  if  we  apply  it  to  one  who 
hears  of  the  good  name  and  reputation  of  an  accountant  and 
who  obeys  the  summons  thus  given  by  Dame  Humour  to 
entrust  him  with  his  business,  the  very  word  alone  is  a  suffi- 
cient text  for  a  sermon. 

In  regard  to  that  position  of  trust  to  which  I  have  already 
briefly  referred,  I  should  perhaps  remind  you  that  there  is 
one  temptation,  and  that  too  of  frequent  occurrence,  in  the 
practice  of  our  profession,  which,  in  my  opinion,  requires  to 
be  most  carefully  guarded  against, — and  that  is  the  desire 
simply  to  please  a  client  without  a  due  consideration  of  the 
many  extreneous  uses  in  which  the  accounts  that  have  been 
prepared  or  the  certificate  that  noiay  have  been  given  may  be 
afterwards  employed.  The  position  of  an  accountant  you 
must  remember  is  very  rarely  one-sided.  If  he  be  asked  to 
prepare  a  report  upon  books  or  accounts,  it  is  almost 
mvariably  with  the  object  of  having  the  results  utilised  for 
some  puipose,  and  that  puipose  not  always  divulged,  and  it 
may  oe  of  a  purely  selfish  character.  It  is,  therefore,  of  the 
utmost  importance  to  his  own  professional  reputation,  and 
the  reputation  of  that  chartered  body  of  which  he  is  a  mem- 
ber, that  he  should  take  into  consideration  not  merely  the 
complexion  which  his  client  may  desire  him  to  place  upon 
the  results  of  his  investigations,  but  what  is  the  right  and 
honest  and  unbiassed  view  of  the  whole  matter,  and  in  what 
condition  he  can  so  frame  his  statement  that  he  can  main- 
tain the  accuracy  of  his  figures  against  hostile  criticism 
from  any  quarter.  To  do  tliis  properly  and  conscientiously 
there  must  be  no  ambiguity ;  not  only  must  everything  that 
is  advanced  be  straightforward  and  true,  but  nothing  that  is 
essential  for  the  thorough  sifting  of  the  matter  in  hand  should 
be  omitted.  Bear  with  me  for  a  few  moments  while  I 
attempt  to  illustrate  my  meaning  on  this  point  by  a  very 
plain  andjcommon  case.  Supposing  an  accountant  is  called 
upon  to  report  on  the  accounts  of  a  business  that  has  been 
in  existence  for  a  period  of  say  ten  years  ;  in  the  course  of 
his  investigations  he  finds  that  for  the  first  five  of  these  years 
it  has  made  large  profits,  and  for  the  latter  five  small  losses. 
It  is  not  in  my  opinion  a  right  thing  for  him  to  give  a  certi- 
ficate that  the  average  profits  of  the  ten  years  have  been  so 
much,  without  in  some  way  qualifying  his  statement  so  that 
no  one  may  be  deceived.  So  to  frame  the  wording  of  his 
statement  may  be  pleasing  and  acceptable  to  the  client  who 
employs  him,  but  it  is  not  honest  to  those  with  whom  the 
certificate  may  be  intended  to  be  used,  and  it  is  morally 
certain  that  the  very  client  in  whose  interest  such  a  certifi- 
cate has  been  prepared  will  be  the  first  to  mistrust  if  not 
absolutely  to  reject  any  future  report  emanating  from  the 
same  source. 

There  is,  moreover,  another  temptation  that  often  presents 
itself  to  an  accountant  in  his  intercourse  with  his  clients,  to 
which,  from  a  mistaken  feeling  of  kind-heartedness,  he  is 
perhaps  more  likely  to  give  way.  For  his  own  guidance  in 
his  work,  and  to  enable  him  to  weigh  propetly  the  various 
questions  and  difficulties  which  will  constantly  arise  in  the 
conduct  of  his  work,  he  must  of  necessity  make  himself 
acquainted  to  some  extent  with  many  branches  of  the  law. 
This  knowledge,  you  must  remember,  has.to  be  acquired  for 
his  own  immediate  purposes  only ;  yet  herein  lies  the  snare 
against  which  I  would  raise  my  voice  of  warning,  for  clients, 
conscious  of  his  possessing  some  legal  information,  often 
endeavour  to  snatch  an  opinion  from  him  for  the  sake  of 
saving  the  ordinary  and  legitimate  cost  of  considting  a  duly 
qualified  solicitor  Now  this  I  need  scarcely  say  should 
invariably  and  unhesitatingly  be  refused,  not  merely  from 
any  fear  of  incurring  penalties  imposed  by  the  Solicitors' 
Act,  for  these  would  not  attach  to  any  one  giving  a  legal 
opinion  or  doing  solicitors'  work  ilno  onaxge  be  made  for  it, 


but  for  two  much  better  and  worthier  reasons  than  these. 
In  the  first  place,  his  knowledge  of  the  law  in  aU  its  bearings 
must  be  at  the  best  but  cursory  and  superficiaJ,  and,  incon- 
sequence, his  conclusions  may  very  likely  be  erroneous  and 
misleading;  and  yet  his  opmion  carrymg  probably  more 
weight  with  it  than  that  of  any  other  adviser  not  a  lawyer, 
is  more  likely  to  be  accepted  and  acted  upon,  and  thus  an 
injury  is  inflicted  upon  lus  client  which  may  be  considerable, 
and  even  possibly  irreparable.  Secondly,  he  is  improperly 
intruding  upon  tne  prerogatives  of  another  profession  \mich 
is  closely  allied  to  and  should  work  harmoniously  with  his 
own — a  profession  which  it  is  to  the  accountant's  advantage 
to  keep  quite  distinct,  in  order  to  promote  the  best  interest 
of  his  client,  and  the  members  of  which  have  to  receive  a 
special  and  expensive  education  for  the  very  purpose  of 
enabling  them  to  advise  intelligentlv  and  efficiently  where 
an  accountant,  however  experienced,  could  only  do  so  im- 
perfectly. There  is,  moreover,  a  third  reason  for  introducing 
this  necessary  caution,  namely,  that  we  are  very  properly 
precluded  from  making  any  chsurge  for  advice  of  this  nature 
solicited  under  such  circumstances  as  I  have  named,  and  it 
is  contrary  to  all  professional  rule  to  give  our  time,  our 
knowledge,  and  our  experience  for  nothing,  except  it  may  be 
in  the  interests  of  friendship  or  of  charity. 

There  is  one  other  matter  upon  which,  as  our  President 
named  it  in  his  inaugural  address,  I  need  not  enlarge,  and 
that  is,  secrecy  in  aU  matters  connected  with  your  client's 
business ;  his  confidences  should  be  treated  as  sacred,  and 
as  little  the  property  of  his  accountant  as  his  securities  or 
his  money. 

And  now  let  me  say  a  few  words  with  regaxdto  an  acquaint- 
ance with  the  techmcalities  of  various  trades  and  business 
callings,  this  being  of  essential  service  to  an  accountant  in 
addition  to  the  mere  knowledge  incidental  to  his  own  voca- 
tion of  the  proper  modes  of  keeping  accounts.  There  is,  I 
am  well  aware,  an  old  saying  that  *  a  little  knowledge  is  a 
dangerous  thing,'  and  so  it  undoubtedly  is  if  a  man  intends 
to  trust  to  and  act  upon  that  little;  but  it  is  of  very 
appreciable  value  when  employed  for  the  purpose  of  asking 
intelligible  and  pertinent  questions  on  stnctly  technical 
matters,  and  may  often  prove  of  real  value  in  detecting 
flaws  or  omissions  in  books  of  account  which  might  other- 
wise remain  undiscovered.  Indeed  an  accountuit  should 
not  permit  his  studies  to  be  narrowed  down  to  a  mere 
intimacy  with  the  best  ways  of  manipulating  figures  and 
the  laws  bearing  upon  them,  but  endeavour  to  gain  some 
knowledge  of  the  mner  working  and  i>eculiarities  of  such 
trades  and  manufactures  as  he  is  likely  to  be  brought  into 
contact  with.  A  thorough  knowledge  is  of  course  not  to  be 
attained  without  practical  experience  of  their  working,  but 
time  spent  in  learning  something  of  them  will  not  be  time 
wasted  or  lost,  and  may  prove  of  real  service  to  our  clients 
when  opportunity  arises.  Surely  they  want  to  find  in  their 
accountant  something  of  far  greater  value  to  their  interests 
than  a  mere  figure  machine  1  They  need  and  they  desire  to 
obtain  an  intelligent,  well  informed,  and  conscientious 
adviser,  whose  opinion,  thoughtfully  formed,  as  to  what 
reserves  ought  properly  to  be  madEe,  what  results  may 
reasonably  be  expected  to  accrue  from  uncertain  accounts, 
what  changes  ^if  any)  ought  prudently  to  be  adopted  in  the 
modes  of  conducting  business,  or  in  the  all-important 
matter  of  keeping  his  books  and  accounts,  will  not  only  be 
worth  having  and  worth  acting  t^n,  but  well  worth  a  fair 
and  adequate  remuneration.  What  is  the  case  in  any 
mercantile  business  ?  An  accountant  so  engaged,  and  yet 
knowing  little  or  nothing  about  bills  of  exchamge,  or  bills  of 
lading,  or  the  common  methods  of  financing  large  transac- 
tions, or  the  usual  terms  of  obtaining  or  giving  credit, 
ignorant  of  giving  the  risks  and  customs  of  the  sea,  or  the 
rules  of  insurance,  would  almost  of  necessity  find  himself 
entirely  at  a  loss  to  direct  how  accounts  ought  to  be  treated, 
even  though  he  might  be  technically  a  perfect  master  in  the 
manipulation  and  arrangement  of  figures.  The  veiy  same 
1  argument  will  obtain  in  dealing  mw  the  tequixemento  of 
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any  ma&n&ctazmg  emploTinents;  the  man  who  allows  him- 
self to  remain  inoarable  d  fonning  an  intelligent  judgment 
of  the  law  matexial,  ignorant  alike  of  its  cost  and  of  the 
oocaaional  diffionlties  in  the  way  of  procuring  it,  knowing 
nothing  of  the  dazability  of  the  plant  and  machinery  to  be 
employed  in  the  process,  of  the  requisite  number  of  hands 
neoessary  for  its  oonyersion,  and  the  chances  or  facilities  of 
realisation  when  all  has  been  completed, — how  is  it  possible 
for  such  a  man  to  form  an  opinion  of  any  practical  value  as 
to  the  amount  of  depreciation  o^  wear  and  tear  which 
should  prudentiy  be  written  off  every  year  from  the  original 
cost  ?  As  little  can  he  estimate  the  value  which  may  fairly 
be  placed  upon  goods  in  course  of  manufacture,  or  the 
prox)er  reserves  to  be  made  to  cover  all  contingencies.  There 
IS  practicably  no  knowledge  at  his  disposal  which  will  enable 
him  to  judge  whether  stocks  are  taken  on  a  f  airier  estimated 
basis,  and  that  a  profit  is  not  enjoyed  before  it  has  been 
honestly  earned,  l  do  not  of  course  mean  for  one  moment 
to  imply  that  an  accountant  should  make  himself  responsible 
for  any  valuation  made  under  such  circumstances  as  I  have 
described,  on  the  oontrary  I  hold  emphatically  that  he 
dioold  not ;  but  what  I  do  maintain  and  urge  upon  yon 
moat  stronely  is  this,  that  he  should  endeavour  to  know 
enough  of  ue  details  of  those  various  vocations  with  which 
he  la  likely  to  be  brought  into  contact,  as  to  enable  him  to 
advise  whenever  necessary  on  all  such  points,  and  to 
remonstrate  at  least,  add  that  firmly,  should  he  be  impressed 
with  the  conviction  that  matters  with  which  he  has  been 
selected  to  doal  have  not  been  properly  or  prudently  con- 
ducted. 

In  all  the  foregoing  remarks,  as  no  donbt  yon  will  have 
observed,  I  have  int^tionally  confined  myself  mainly  to  the 
relations  existing  between  ourselves  and  private  clients  only. 
It  has  by  no  means  escaped  my  memoi^  that  we  have 
especial  duties  also  to  perform  at  times  m  guarding  the 
interests  of  shareholders  in  public  companies,  where  our 
services  are  employed  as  auditors — and  again, '  ^  creditors  in 
cases  of  insolvency,  who  look  to  us  and  rely  upon  our  watch- 
ful service  to  act  on  their  behalf  in  the  liquidation  of  their 
debtors'  estates,  so  as  to  realise  as  much  for  them  out  of  the 
wreck  as  an  honest  and  capable  accountant  can  reasonably 
be  expected  to  do.  But  these  matters  appear  to  me  to 
belong  to  subjects  altogether  foreign  to  the  main  end  I  have 
had  in  view  in  addressmg  you  this  evening,  and  will,  I  have 
no  doubt,  afford  an  ample  field  for  future  discussion  in  other 
papers  dealing  specially  with  these  branches  of  onz  pro- 
fession. 

My  task  is  done,  for  though  I  have  by  no  means  exhausted 
the  subject  which  I  have  endeavoured  to  deal  with  in  a  form 
as  practical  as  possible,  yet  I  think  J  have  said  enough  if  I 
am  to  avoid  any  undue  trespass  upon  your  indulgence.  At 
any  rate  let  me  hope  that  I  nave  advanced  something  which 
may  accomplish  the  purpose  announced  at  the  commence- 
ment of  my  paper,  which  was  to  stimulate  discussion,  that 
by  a  mutual  interchange  of  thought  and  opinion  we  may 
receive  mutual  advantage.  A  hundred  years  ago  account- 
ancy was  scarcely  recognised  as  a  vocation  meriting  the 
regard  or  esteem  of  the  commercial  world.  Whether 
deservedly  so  treated  or  not  I  cannot  say,  but  now  happily  a 
very  different  state  of  feeling  has  been  established  regardmg 
us,  and  so  far  from  its  being  an  implied  reproach,  it  has  now 
become  a  matter  of  honourable  and  laudable  ambition  with 
any  educated  gentleman  to  have  his  name  enrolled  upon  the 
register  of  the  Chartered  Accountants  of  England ;  and  I 
trust  sincerely  that  every  newly  admitted  meniber  may  feel 
it  incumbent  upon  faim  to  aim  at  the  very  highest  standard 
of  personal  honour  and  integrity,  thereby  enhancing  the 
value  already  attached  to  our  society,  and  himself  becoming 
an  ornament  to  that  useful  profession  into  which  he  has 
cast  his  lot. 

A  discussion  afterwards  took  place,  in  which  Messrs.  W. 
li.  Jackson,  Uoworth,  Howard,  Latham,  Eastwood,  Jas.  A. 
Cariss,  and  Jaa.  A.  Welch  took  part. 

Votes  of  thanks  to  the  leotuxer  and  ohftirmm  brought  the 
meeting  to  ft  clo«e» 
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AUDITING. 

At  the  Second  Meeting  of  the  above  SodeW,  held  en  tli« 
8th  inst.,  Mr.  F.  W.  Pixley,  F.O.A.,  read  the  following  paper 
on  *•  Auditing  " : — 

In  every  profession  varied  duties  are  undertaken  by  ita 
members,  but  on  examination  it  will  be  found  they  all  ara 
offshoots  of  one  which  forms  the  mainstay  of  the  profeaaional 
work. 

The  members  of  the  profession  among  whom  you  aspire  to 
enroll  your  names,  are  called  upon  to  undertake  positions  of 
great  public  responsibility  and  trust,  and  the  reason  why  wa 
are  soticted  for  these  offices  is  because  of  our  knowledge  of 
Auditing,  or  that  particular  branch  of  our  professional  work 
upon  which  I  have  the  honour  of  addressing  you  this  even- 
ing.   In  addition  to  our  acting  as  the    auditors   of   the 
accounts  of  private  individuals,  of  firms,  and  of  public  com- 
panies, we  are  now  naturally  selected  for  tha  offices  of 
arbitrators,  receivers,  and  official  liquidators  in  the  Chancery 
Division  of  the  High  Courts  of  Justrce,  and  receivers  and 
trustees  in  the  Court  of  Bankruptcy ;  and  the  only  reason 
there  can  be  for  selecting  us  for  these  responsible  positions 
is,  that  our  experience  as  auditors  renders  us  familiar  with 
the  intricacies  of  accounts  which  those  who  hold  the  above 
offices  are  in  nearly  every  instance  called  upon  to  deal  with. 
Until  within  the  last  few  years  the  only  qualification  for  an 
auditor  of  the  accounts  of  a  joint  stock  oompany  was  the 
holding  of  shares  in  the  undertaking,  and  he  was  usually  a 
friend  of  one  of  the  directors,  who  recommended  him  as 
being  willing  to  subscribe  for  one  or  more  shares  on  condi- 
tion of  his  receiving  the  appointment.    Having  been  chosen 
by  the  board,  the  auditor  was  almost  certain  to  retain  hia 
appointment,  as  the  shareholders  seldom  took  the  trouble  to 
question  his  fitness  for  the  office,  his  duties  being  looked 
upon  as  merely  nominal.    A  rude  awakening,  however,  cama 
upon  both  directors  and  shareholders.    Companies  whosa 
financial  position  was  looked  upon  as  bevond  the  slightest 
suspicion,  fell  with  a  crash  which  startled  both  the  eomft 
mercial  and  the  social  world,  and  on  examination  it  waa 
found  Uiat  the  revenue  accounts  which  had  been  periodically 
presented,  authorising  large  dividends,  and  balance-sheets 
showing  ample  assets  to  meet  the  liabilities,  together  with 
reserve  funds,  rested  on  no  proper  foundation,  and  were 
merely  prepared  to  look  well  before  the  shareholders  and  the 
public.    It  is  true  these  accounts  had  been  audited,  but  who 
could  blame  an  auditor  who  never  pretended  to  have  any 
special  qualifications  for  the  duties  entrusted  to  him  beyond 
what  were  supposed  to  be  possessed  by  every  other  share- 
holder, many  of  whom  would  have  been  willing  to  have 
accepted  his  appointment  should  a  vacancy  have  occurred. 
The  Companies  Act  of  1862,  under  which  by  far  the  greater 
number  of  companies  are  registered,  does  not  require  the 
accounts  of  companies    to    oe   audited   unless    they   are 
registered   without   articles  of   association,  when  certain 
clauses  in  the  first  schedule,  usually  known  as  Table  A, 
which  provide  that  the  aocounts  should  be  audited,  come 
into  effect.    This  seems  a  curious  omission,  as  it  was  passed 
seventeen  years  after  the  Companies  Clauses  Act,    1845, 
which  governs  all  companies  incorporated  by  special  Act  of 
Parliament.    This  Act  contains  many  clauses  relating  to 
the  appointment  of  auditors  and  the  audit  of  accounts,  but 
the  great  blot  as  regards  the  subject  on  which  I  am  now 
treating  is  that  it  compels  the  shareholders  to  select  the 
auditor  from  among  their  own  body.    There   are   many 
objections  to  this.    First,  unless  a  professional  accountant 
either  happens  to  be  a  member,  or  is  willing  to  qualify  him- 
self by  ta^ng  at  leaat  one  share,  the  shareholdeia  may  be 
compelled  to  appoint  a  thoroughly  incompetent  person  ;  and 
in  the  second  ^ace,  I  think  you  will  all  agree  with  ^nae  that 
no  person  who  has  any  interest  whatever  in  the  company 
should  be  appointed  to  ft  poailion  which  demands  the  strict- 


\ 


TO    No.  4. 


THE  ACCOUNTANTS'  STUDENTS'  JOUENAL.  Angust  1,  1883. 


est  impartiality.  Where  an  auditor  is  interested  in  a  com- 
pany as  a  shareholder  it  may  often  be  to  his  personal  dis- 
advantage to  act  in  accordance  with  what  he  knows  is  his 
duty  as  the  representative  of  his  brutlicr  members.  If 
he  considers  the  accounts  are  too  favourably  x:)rcsentcd, 
and  he  has  a  large  holding,  he  knows  that  in  the  event  of  )iis 
objecting  to  the  accounts  and  having  them  altered  to  suit  his 
own  views,  his  own  property  may  bo  seriously  depreciated.  On 
the  other  hand,  he  may  bo  tempted  to  recommend  a  too 
favourable  revenue  sbccount  and  balance-sheet,  in  order  that 
his  property  may  be  materially  increased  in  value.  No  man 
ougnt  to  be  placed  in  such  a  position,  and  it  is  to  be  hoped 
that  in  any  future  Act  that  mav  be  passed  relating  to  com- 
panies of  every  description,  a  clause  may  be  inserted  that 
no  person  who  is  a  shareholder  shall  be  eligible  for  the 
appointment  of  auditor.  It  is,  of  course,  proper  that  the 
directors  should  hold  shares,  as  the  larger  their  holding  the 
more  interested  they  will  be  in  looking  after  their  own 
interests  which  are  identical  with  those  of  the  shareholders 
by  careful  attention  to  the  management. 

I  will  not  deal  with  the  training  of  an  auditor,  as  the 
Institute  of  Chartered  Accountants  has  prescribed  the 
nature  of  the  examinations  which  you  will  have  to  pass 
before  obtaining  your  certificates  :  but  of  the  many  subjects 
you  have  to  study  the  theory  and  practice  of,  bookkeeping  is 
above  all  others  the  most  important,  which  you  should 
thoroughly  comprehend  and  master  in  every  detail.  A 
knowledge,  however,  of  bookkeeping  is  not  the  only  qualifica- 
tion an  auditor  should  possess.  It  is  merely  the  foundation 
on  which  his  training  is  based,  as  it  does  not  by  any  means 
follow  that  a  most  accomplished  bookkeeper,  and  one  able 
to  keep  the  accounts  of  a  large  banking  and  mercantile  firm 
is  capable  of  effectually  auditing  the  books  of  a  small 
retail  business.  The  duties  of  a  bookkeeper  are  confined  to 
recording  the  financial  transactions,  and  his  skill  can  go  no 
higher  than  performing  these  operations  in  a  manner  which 
combines  the  greatest  accuracy  with  the  simplest  method, 
the  least  possible  labour,  and  the  least  possible  consump- 
tion of  time.  An  auditor,  on  the  other  hand,  is  a  critic  of 
the  bookkeeper's  work,  and  in  some  cases  also  a  check  upon 
his  employers,  for  it  is  not  only  the  auditor's  duty  to  check 
the  accounts  of  the  bookkeeper,  but  also  to  see  that  ho  has 
received  full  and  proper  information  of  the  transactions  of 
the  business,  and  that  they  are  all  doly  entered  in  the 
books. 

Previous  to  commencing  on  audit,  the  auditor  should 
thoroughly  comprehend  the  nature  of  his  responsibilities 
with  iQgitd  to  that  particular  audit.  Where  he  is  acting 
for  one  or  a  few  persons  who  tell  him  to  take  certain  things 
for  granted,  and  merely  make  a  partial  investigation,  such 
as  putting  into  proper  shape  the  accounts  presented  to  hnn, 
or  seeing  that  the  statements  as  prepared  by  the  accountant 
or  bookkeeper  are  correct,  his  re8X)onsibilities  are  very  light 
as  compared  with  those  he  is  under  when  he  is  called  upon 
to  audit  accounts  on  behalf  of  a  number  of  persons  who  do 
not  give  him  any  particular  instructions,  but  leave  the 
matter  entirely  inliis  hands  as  to  what  may  be  necessary  he 
should  inquire  into  on  their  behalf.  Audits  of  tho  accounts 
of  private  individuals  or  firms  come  principally  under  the 
first  class  of  audits  ;  and  those  of  the  accounts  of  public 
companies,  where  the  auditor  acts  for  the  general  body  of 
shareholders,  who  leave  themselves  entirely  in  his  hands, 
and  also  where  he  is  investigating  accounts  on  behalf  of 
executors  or  trustees,  come  under  the  latter. 

In  the  case  of  firms  the  auditor  usually  receives  his 
instrnctions  at  an  interview  with  one  or  more  of  the 
partners. 

In  the  case  of  companies  his  appointment  rests  in  the 
first  place  with  the  directors,  but  subsequently  with  tlie 
shareholders,  who  elect  him  at  their  annu.tl  general  meet- 
in.:,'s.  When  a  new  company  is  formed  it  is  now  the  practice 
fcr  the  directors  to  insert  the  names  of  auditors  in  the 
prospectus,  and  their  appointment  is  usually  confirmed  by 
the  shiM^eholders ;  but  no  matter  from  whom  the  auditor 


receives  his  appointment,  he  must  always  remember  that  be 
is  acting  on  behalf  of  the  general  body  of  shareholders,  who 
are,  therefore,  his  clients.  An  auditor  by  allowing  his  name 
to  be  placed  upon  the  prospectus  of  a  new  company  does 
not,  of  course,  render  himself  liable  for  any  statement  there 
may  be  in  the  prospectus,  unless  such  refer  to  him 
personally.  The  promoters,  the  directors,  and  the  solicitors 
are,  of  course,  responpible  for  the  statements,  but  the 
auditor's  name  on  the  prospectus  merely  notifies  the  fact 
that  he  is  the  person  selected  by  the  directors  to  audit  the 
accounts  when  they  are  placed  before  him  for  that  purpose. 

As  to  whctlier  an  auditor  should  allow  his  name  to  be 
placed  on  the  prospectus  of  a  company  where  he  has  reason 
to  believe  it  is  not  promoted  with  bmui  fide  intentions  is  a 
matter  fairly  open  to  discussidh.  By  some  it  will  un- 
doubtedly be  argued  that  no  accountant  ought  to  allow  his 
name  to  be  connected  with  any  company  until  he  is  perfectly 
satisfied  that  everybody  connected  with  it  is  thoroughly 
respectable,  and  that  the  expectations  of  those  who  invest 
their  money  have  at  least  a  fair  chance  of  being  realised,  as 
his  name  may  induce  clients  and  others  who  have  confidence 
in  him  to  invest  in  the  company's  shares.  Others  may 
contend  that  as  auditors  by  allowing  their  names  to  be  x^laced 
on  the  prospectus  do  not  in. any  way  make  themselves 
responsible  for  anything  beyond  the  fact  that  they  intend  to 
investigate  the  accounts  when  called  upon  to  do  so,  it  is 
their  duty  to  allow  their  names  to  be  placed  indiscriminately 
on  any  prospectus  that  may  be  placed  before  them,  so  that 
should  there  be  any  thing  wrong  in  the  accounts  as  submitted 
to  the  members  they  may  be  able  to  expose  the  fraud  ;  but  I 
fancy  that  the  most  respectable  accountants  would  prefer 
not  to  have  their  names  associated  at  all  with  unsound 
schemes,  and  this  is  the  view  that  I  should  recommend  you 
in  your  future  careers  to  strictly  follow. 

In  Table  A,  or  the  first  schedule  of  the  Companies  Act  of 
1862,  and  in  the  articles  of  as'sociation  of  many  companies 
there  is  inserted  a  clause  that  the  accounts  of  a  company 
shall  be  examined  by  one  or  more  auditor  or  auditors  ;  and 
the  question  was  raised  some  time  ago  as  to  whether  the 
appointment  of  a  firm  of  accountants  by  name  was  in  legal 
compliance  with  the  Act  or  the  articles  of  association ;  and 
a  case  was  submitted  to  counsel  by  the  Institute  of  Chartered 
Accountants,  which  was  fully  reported  in  The  Accountant^ 
No.  390,  p.  5. 

Before  commencing  the  actual  examination  of  the  ac- 
counts, the  auditor  should  make  himself  familiar  with  the 
arrangements  by  which  his  clients  are  jointly  interested  in 
the  business  which  he  is  to  investigate.  In  tlie  case  of  a 
private  partnership  they  are  usually  contained  in  the  articles 
of  partnership.  In  investigating  the  accounts  of  executors 
or  trustees,  he  will  be  guided  by  the  will,  together  with  any 
codicils  attached  thereto,  while  in  the  case  of  a  public 
company,  the  public  Acts  of  Parliament  relating  to  companies, 
taken  in  conjunction  with  either  the  private  Acts  of  Parlia- 
ment of  the  company  or  in  the  case  of  a  limited  company 
the  Memorandum  or  Articles  of  Association,  or  the  first 
schedule  of  the  Companies  Act,  18G2,  already  referred  to  as 
Table  A. 

Chartered  Accoimtants  are,  of  course,  supposed  to  be 
intimately  acquainted  with  the  public  Acts  of  Parliament 
bearing  upon  any  of  their  professional  duties,  and  those  acts 
specially  ri  ferring  to  the  subject  of  accounts  and  auditing 
are  tl^-  following: — Apportionment  Act,  1870;  Companies 
Act,  1.''  '-;  Companies  Act,  1879;  Companies  Act,  1880; 
Comp.iun's  Clauses  Con.solidation  Act,  1815;  Companies 
Clauses  Act,  18(>3  ;  Railway  Companies  Securities  Act,  1806 ; 
Railway  I'omxianies  Act,  18G();  Regulation  of  Railways 
Act,  1868  ;  Gas  Works  Clauses  Act,  1847  ;  Do.  1871 ;  Water- 
works Clauses  Act,  1817;  Metropolis  Water  Act,  IS.'ii  ;  Do. 
1871;  Life  Assurance  Companies  Act,  1870;  Friendly 
Societies  Act,  1h7;j;  Friendly  Societies  Amendment  Act, 
1870 ;  Industrial  and  Provident  Societies  Act,  1876 ;  the 
Falsification  of  Accounts  Act,  1875.  Some  of  the  above  are 
of  .course  special  Acts,  containing  regulations  relating  to  the 
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accounts  of  companies  referred  to  in  their  titles,  but 
professional  auditors  should  be  familiar  with  the  abovu  Acts, 
especially  with  the  clauses  relating  to  the  books  of  accounts 
and  the  duties  of  auditors.  An  auditor,  therefore,  l^efore 
commencing  his  duties,  should  also  peruse  the  articles  of 
partnership,  the  will,  the  private  Acts  of  Parliament,  or  the 
articles  of  association  of  the  company,  as  the  case  may  be, 
and  he  should  take  notes  of  any  clauses  affecting  the 
preparation  of  the  accounts,  the  manner  in  wliich  tlicy 
should  be  presented,  and  his  own  duties.  Where  ho  finds 
any  tiling  anusual  he  should  take  a  careful  note.  And  here 
it  will  not  be  out  of  place  to  strongly  impress  upon  you  the 
desirability  of  making  careful  notes  of  anything  that  may 
come  under  your  observation  during  an  audit  wliich  is  not 
perfectly  clear  or  satisfactory.  Notes  taken  during  an  audit 
should  be -recorded  systematically,  and  in  such  a  manner 
that  both  the  queries  raised  and  the  answeis  given  can  be 
referred  to  at  any  time,  in  case  any  explanation  bo  required 
as  to  any  matter  relating  to  the  audit.  The  entries  in  every 
paper  referring  to  the  audit  should  be  in  ink,  and  each  docu- 
ment should  be  endorsed  and  put  away  amongst  the  papers 
as  it  is  extremely  important  that  nothing  should  be  destroyed, 
so  that  a  record  can  always  be  found  of  the  queries  raised 
and  the  manner  in  which  they  were  answered. 

It  is  impossible  to  precribe  any  fixed  rules  as  to  the 
manner  in  which  an  audit  should  bo  proceeded  with, 
because  in  nearly  every  case  they  vary  according  to  circum- 
stances. Demands  made  by  an  auditor  which  to  one  of  his 
clients  would  be  particularly  pleasing,  might  in  another 
instance  be  looked  upon  as  an  unwarrantable  assumption  of 
authority  and  a  useless  interference.  The  general  principle 
of  an  audit  when  conducted  on  behalf  of  private  individuals 
or  partners,  is  that  the  audit  or  investigates  accounts  on 
behalf  of  the  proprietor  or  proprietors  of  the  business 
who  have  neither  the  time,  the  inclination,  nor  the  ability 
to  do  so  for  themselves  ;  but  he  should  understand  his 
instructions  clearly,  and  should  also  let  his  client  know 
what  would  be  the  result  of  their  being  carried  out.  If,  in 
the  auditor's  opinion,  they  are  not  sufficient,  ho  should  make 
that  clear  to  his  client,  and  point  out  what  risks  he  may  be 
under  through  not  having  the  work  done  more  completely. 
It  is  desirable  in  both  interests  that  this  should  be  clearly 
understood  at  the  commencement  of  the  audit,  so  that  there 
may  be  afterwards  no  ground  for  complaint  by  the  client 
that  a  sufficiently  searching  investigation  has  not  been 
made,  or  on  the  other  hand  that  more  has  been  done  than 
the  client  intended,  and  consequently  a  heavier  expense 
incurred  than  he  is  willing  to  pay. 

Where  an  auditor  is  acting  on  behalf  of  partners  who,  on 
appointing  him,  do  not  give  him  any  instructions — such  as, 
for  example,  in  the  case  of  the  appointment  of  the  auditor 
of  a  public  compcmy,  or  also  in  the  case  of  executors  or 
trustees — then  his  responsibilities  are  very  great,  as  he  is, 
of  course,  rehed  upon  for  the  accuracy  of  the  accounts  in 
every  particular,  his  clients  looking  to  mm  to  protect  their 
iaterests  in  every  possible  way.  An  auditor  of  a  company, 
however,  although  entrusted  with  the  fullest  powers,  must 
always  remember  that  he  is  in  no  sense  responsible  for  the 
sets  of  the  directozB,  managers,  or  employes  of  the  company 
The  directors  of  a  company  are  solely  answerable  to  the 
shareholders  for  the  management,  and  it  is  the  duty  of  the 
auditor  merely  to  see  that  the  results  of  the  transactions  as 
carried  on  under  the  superintendence  of  the  directors  are 
properly  placed  before  the  shareholders  in  the  accounts  sub- 
mitted to  them.  It  is,  however,  quite  within  his  province 
if«  in  his  opinioi^  a  certain  class  of  transactions  are  not 
likely  to  conduce  to  the  prosperity  of  the  company,  to  point 
this  out  to  the  directors,  and  also  to  call  their  attention  to 
any  faulty  system  in  the  bookkeeping,  and  to  suggest 
improvements.  The  auditor  thus  has  it  very  often  in  his 
power  to  prove  of  great  assistance  to  the  directors,  by  bring- 
ing to  their  notice  matters  of  this  sort  which  might  ether- 
ise escape  their  attention ;  and  in  this  way  he  iJso  benefits 
bis  client!.   He  moaltt  howeveri  zemembex  thAt  he  has  no 


power  to  enforce  his  views  on  the  directors,  nor  interfere  in 
any  way  with  the  management  except  by  making  these 
suggestions  in  a  friendly  spirit. 

Having  perused  the  private  Acts  of  Parlismient,  the 
articles  of  association,  the  articles  of  partnership,  or  the 
testator's  will,  as  the  case  may  be,  the  auditor  should  then 
make  himself  familiar  with  the  method  on  which  the 
general  principles  of  bookkeeping  are  adapted  to  recording 
the  transactions  of  the  particular  business  he  is  investigat- 
ing, and  he  then  proceeds  with  the  practical  part  of  his 
duties.  As  most  of  you  are  aware,  the  details  of  an  audit 
are  in  the  offices  of  Chartered  Accountants  performed  by 
clerks  under  superintendence,  the  principals  devoting  them- 
selves more  particularly  to  seeing  that  the  statements 
w}iich  result  from  the  bookkeeping  are  properly  drawn,  and 
represent  all  that  thoy  profess  to  do.  It  need  scarcely  be 
said  that  the  greatest  attention  must  be  paid  to  performing 
every  detail  of  an  audit,  and  the  most  mechanical  operation, 
namely,  tlie  checking,  which  is  usually  performed  by  one 
clerk  calling  over  to  another,  requires  the  greatest  care,  as 
tlio  slightest  inaccuracy  may  often  make  it  necessary  for 
the  whole  of  the  checking  to  be  done  over  again.  One  of 
the  most  common  sources  of  error  in  this  respect  is  when 
an  entry,  which  ought  to  be  posted  to  the  deoit,  has  been 
posted  to  the  credit,  or  vice  versa.  A  clerk  who  is  only 
paying  attention  to  tlie  figures,  and  is  not  careful  to  see 
tliat  every  item  called  out  to  him  is  posted  to  the  right  side 
of  the  account,  frequently  passes  a  mistake  of  this  nature, 
and  ticks  it  as  correct.  Every  item  thus  passed  creates  an 
error  of  double  the  amount.  Where  the  audit  fee  is  fixed  it 
makes  it  far  less  profitable  if  the  calling  over  has  to  be  done 
twice,  or  possibly  more  times,  and  where  the  work  is  paid 
for  by  time  it  unduly  swells  the  bill,  and  is  unsatisfactory  to 
tha  client  as  it  is  to  the  auditor.  In  his  examination  of  the 
cash  book  the  income  side  must  be  checked  from  the  most 
independent  source  the  auditor  can  find  available — ^for 
example,  the  counterfoils  of  receipt  books,  the  customer's 
pass  books  of  a  bank,  although  of  course  in  this  instance  he 
can  only  attempt  a  few  test  cases,  or  a  rough  cash  book,  but 
the  items  on  the  credit  or  payment  side  should  be  checked 
with  the  vouchers,  and  although  this  is  a  mere  mechanical 
process  still  it  ought  to  be  performed  very  carefully.  The 
auditor  has,  of  course,  the  right  to  demand  that  the 
vouchors  should  be  handed  to  him  in  a  proper  manner, 
either  in  a  guard-book  or  filed  in  some  way,  so  that  they 
may  come  to  his  hand  in  the  order  in  which  they  are 
entered  in  the  cash-book.  They  should  consist  of  actual 
receipts,  and,  with  the  exception  of  those  made  by  bills  pay- 
able, the  payments  to  merchants  or  tradesmen  should  oe 
vouched  by  proper  receipted  accounts.  In  some  cases  the 
endorsements  on  cheques  may  be  accepted,  especially  where 
crossed  **  not  negotiable,"  as  then  there  can  be  no  doubt 
that  they  have  been  paid  to  the  persons  represented  on  the 
face  of  we  cheques.  The  balance  as  it  appears  in  the  cash- 
book  ^ould  be  reconciled  with  the  balance  as  shown  in  the 
banker's  pass-book.  It  is  seldom  they  ^ro  identical,  as 
cheques  drawn  by  the  company  on  or  before  the  day  on 
which  the  books  are  closed  may  not  have  been  presented  for 
payment,  neither  will  the  bankers,  unless  a  special  arrange- 
ment hoB  been  made  vdth  them,  have  given  credit  for 
country  cheques  not  cleared  on  that  day.  A  reconciliation 
statement  should,  therefore,  be  prepared,  and  either  entered 
in  the  cash-book  or  given  to  the  auditor  in  a  proper  form  to 
place  amongst  his  own  papers.  An  auditor  must  use  his 
own  discretion,  guided  by  his  experience,  as  to  how  far  it  may 
be  necessary  to  check  the  details  found  in  the  subsidiary 
books.  He  should,  however,  make  as  much  use  as  possible 
of  documents  obtained  from  independent  sources,  to  guard 
against  omissions.  The  checking  being  completed,  and  the 
cash  payments  vouched,  the  balances  are  then  taken  out 
from  the  ledger  into  what  is  technically  called  the  trial 
balance,  from  which  the  revenue  account  and  balance-sheet 
are  prepared.    At  this  point  the  duties  of  auditors  vary.    In 

some  ockses  tiiie  tdal  bfJoooe  is  giyen  Vxvxit  ^tao  the  levenue 
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aocaant  and  balance-sheet.  In  other  cases  they  have  to 
take  out  the  trial  balance  themselves,  and  prepare  the 
statements  either  for  the  shareholders,  the  executors,  or  the 
partnerst  as  the  case  may  be.  It  is  far  preferable  for  the 
auditors  to  prepare  his  own  statements  if  his  clients  are 
willing  he  should  do  so,  as  he  can  then  draft  them  in  any 
form  he  iileases,  whereas  where  the  accounts  are  submitted 
to  him  already  prepared  he  may  have  to  certify  them,  when 
perhaps  he  may  not  approve  of  the  form,  but  cannot  object 
as  there  may  Iw  nothing  actuaJlv  wrong  in  them. 

In  the  case  of  a  firm,  he  usually  prepares,  in  addition  to  a 
revenue  account  and  balance-sheet  capital  accounts  of  each 
of  the  partners,  while  in  the  preparation  or  audit  of  executor- 
ship accounts,  he  usually  prepares  a  statement  showing  the 
position  of  the  testator  on  the  day  of  his  death,  and  state- 
ments showing  the  position  of  the  separate  trusts  created  by 
the  will.  Occasionally  the  revenue  account  and  balance- 
sheet  of  a  company  axe  accompanied  by  a  cash  account, 
while  sometimes  the  cash  account  is  substituted  for  the 
revenue  aocount.  When  a  cash  account  alone  accompanies 
a  balance*sheet,  shareholders  are  very  apt  to  suppose  it  is  a 
revenue  account,  and  the  auditor  should  be  very  careful  to 
prevent  their  falling  into  such  a  mistake.  The  difference 
between  a  revenue  and  a  cash  accoimt  is,  that  the  former 
shows  the  results  of  the  transactions  for  the  period,  and 
beyond  making  due  provision  for  bad  and  douotful  debts, 
does  not  take  into  consideration  whether  contracts  have 
been  settled  or  not:  while  on  the  other  hand  the  cash 
account  is  merely  an  abstract  of  the  cash  book,  and  it  is 
therefore,  very  easy  for  an  account  of  this  nature  to  be  made 
as  favourable  as  possible  by  not  paying  accounts  due  by  the 
company  until  after  the  close  of  the  period  under  audit,  and 
on  the  other  hand  by  collecting  as  much  money  as  possible, 
and^for  this  purpose  even  allowing  illegitimate  discounts 
before  the  date  on  which  the  books  are  closed.  An  auditor 
should  of  course  be  careful  not  to  sanction  the  payment  of  a 
dividend  declared  on  the  strength  of  a  mere  cash  account, 
but  should  in  all  cases  require  the  revenue  account  to  be 
prepared  before  the  declaration  of  the  dividend,  although 
the  statement  may  not  be  issued  to  the  shareholders. 

In  the  case  of  a  trading  company,  the  best  form  of 
revenue  account  is  one  divided  into  three  parts, — ^the  first 
showing  the  gross  profit  on  the  difference  oetween  buying 
and  selling,  the  second  part  showing  how  this  gross  profit 
after  charging  it  with  the  profit  and  loss  items  has  resulted 
in  a  net  profit  or  a  net  loss,  while  in  the  third  part  should 
be  put  the  balance  brought  from  the  previous  revenue 
account,  the  balance  of  the  second  part  of  the  statement 
and  the  dividend  or  bonus  declared,  if  any,  while  the 
balance  of  this  third  part  will  then  be  carried  into  the 
balance-sheet. 

In  the  case  of  a  non-trading  company  the  first  and  second 
part  of  the  revenue  account  will  oe  mduded  in  one.  By 
means  of  a  revenue  account  prepared  in  the  above  manner 
shareholders  are  enabled  to  see  m  what  the  trading  of  the 

Siriod  has  actually  resulted  and  whether  in  the  event  of  a 
vidend  being  declared  it  has  been  earned  out  of  the 
profits  of  the  period,  or  taken  partly  or  wholly  out  of  the 
balance  of  the  undivided  profit  brought  forwaj:d  from  the 
previous  accounts.  In  examining  the  revenue  account,  the 
auditor  should  see  that  it  is  properly  charged  with  all  the 
expenses  incidental  to  carrying  on  the  business.  When 
either  the  firm  or  company  have  not  been  successful  during 
the  period  embraced  by  the  audit,  the  revenue  account  is 
often  prepared  on  too  favourable  a  basis,  and  items  which 
ought  to  be  properly  included  therein  are  frequently  carried 
to  a  suspense  account,  and  thus  included  amongst  the  assets 
in  the  balance-sheet. 

In  the  case  of  a  firm  the  auditor  should  draw  the  atten- 
tion of  the  partners  to  any  items  which  he  thinks  ought  to 
be  charged  against  revenue,  and  suggest  their  being  l^us 
treated.  If  this  proposal  be  not  carried  out,  he  should  pro- 
tect himself  in  his  report  on  the  accounts,  and  clearly  point 
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revenue  account,  and  that  it  would  bo  unwise  for  them  to 
divide  as  profits  the  amount  assumed  to  be  such  in  ths 
statements  so  prepared. 

In  the  case  of  a  company  the  auditor  should  be  firm,  as,  of 
course,  the  amount  to  be  written  off  for  depreciation  is  most 
certainly  aquestionaffecting  him  and  his  duty,  and  is  not  solely 
one  of  management,  and  he  can  very  justly  be  blamed  by 
the  shareholders  if  he  passes  accounts  without  comment 
where  the  revenue  is  not  properly  charged  with  all  the  out- 
goings incidental  to  the  period  embraced  by  the  audit.  For 
example,  the  auditor  should  see  that  a  proper  provision  is 
made  for  bod  and  doubtful  debts;  and  for  this  purpose, 
should  go  through  the  schedule  of  the  debtors,  and  where 
any  of  them  are  of  beyond  a  certain  age  he  should  enquire 
the  reason  they  have  not  been  paid.  If  the  answer  be  not 
satisfactory,  he  should  include  such  items  in  an  amount  to 
be  raised  for  bad  and  doubtful  debts,  and  charge  it  againt 
the  revenue  account.  Unless  due  provision  be  made 
periodically  for  bad  and  doubtful  debts,  there  will  appear 
among  the  assets  in  successive  balance  sheets  an  increasing 
amount  due  from  debtors  to  the  company,  which  wiU  ulti- 
mately attract  the  attention  of  the  shareholders ;  and  on 
enquiry  being  made,  and  the  true  value  of  this  outstanding 
amount  ascertained,  it  will  be  found  by  writing  this  asset 
down  to  its  value  that  the  difference  absorbs  part  or  whole 
of  the  net  profits  taken  credit  for  in  the  period  under  audit, 
and  that  consequently  a  dividend  cannot  be  declared. 

The  auditor  should  also  see  that  a  proper  amount  is 
written  off  any  leases  the  company  may  hold,  and  charged 
against  the  revenue  account,  so  that  tifie  balance  standing 
in  the  books  as  the  value  of  the  leases  may  represent  their 

f  roper  value  at  that  date.  This  remark  applies  whether  the 
usmess  is  carried  on  in  the  leasehold  premises  or  whether 
they  are  held  as  an  investment.  In  the  latter  case  the  rents 
received  should  be  included  amongst  the  income  in  the 
revenue  account  after  the  deduction  of  the  incidental  expenses 
connected  therewith.  When  the  leasehold  premises  are  in 
the  possession  of  the  company  for  its  own  business,  the 
proportion  written  off  is  equivalent,  of  course,  to  a  rent 
paid,  and  should  be  treated  accordingly.  All  amounts 
expended  for  renewals  and  repairs  should  be  charged  against 
the  revenue  account.  There  are,  however,  two  ways  at  least 
of  treating  items  of  this  sort.  In  some  cases  all  amounts 
expended  on  plant,  premises,  &c.,  are  added  to  the  plant 
accounts,  and  a  certain  percentage  is  periodically  written 
off  the  balance.  In  other  cases  no  addition  is  made  to  the 
plant  account  except  for  actual  purchases,  and  the  wholo 
expenditure  incurred  in  keeping  it  in  a  state  of  efficiency  is 
charged  against  the  revenue  account,  and  this  plan  is  in  my 
opinion  preverable  to  the  other. 

In  all  trading  companies  the  value  of  the  stock-in-hand 
at  the  commencement  and  end  of  the  periods  is  brought 
into  the, trading  or  revenue  account.  The  auditor  is  not,  of 
course,  responsible  for  the  accuracy  of  this  item,  but  should 
inquire  into  the  method  on  which  the  stock  has  been  taken, 
and  require  a  certificate  of  its  accuracy  from  some  respon- 
sible official.  It  should  be  stated  in  the  accoimts  on  what 
basis  the  value  is  arrived  at,  whether  at  cost  price  or  at  an 
increased  or  less  value.  It  is,  of  course,  impossible  in  a 
lecture  of  this  nature  to  discuss  in  detail  the  various  items 
of  expenditure  which  con  be  brought  under  the  notice  of 
auditors  in  their  investigations  of  revenue  accounts.  I 
merely  now  repeated  what  I  have  already  remarked — that 
tiiis  statement  should  show  the  actual  profit  or  loss  of  the 

Serlod,  and  that  it  will  not  do  so  unless  every  item  of  pv>^rn- 
iture  be  properly  charged  against  the  revenue. 
The  balance  sheet  or  statement  of  assets  and  liabilities 
contains,  in  the  case  of  a  company,  amongst  its  liabiliti(..s 
its  shareholders'  capital,  and  in  the  case  of    a  firm  the 
capital  of  the  partners;  and  there  is  no  doubt  the  ncs. 
correct  form  of  preparing  this  statement  would  be  to  (!!* 
it  into  two  parts,  the  first  part  showing  the  assets  an     :  1 
amounts  due  to  creditors  of  every  description,  wlme  t  e 
balance,  showing  what  is  ^e  value  of  the  aasets  afM  fitoe 
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yxding  for  these  outBtanding  liabilitieB,  should  be  brought 
into  the  second  part.  The  second  part  will  then  consist 
solely  of  the  shareholders'  or  partnMs'  capital  on  the  lia- 
bilities side,  with  the  balance  of  the  assets  after  paying  the 
outstanding  liabilities  on  the  other  side;  and  the  share- 
holders or  partners  would  then  distinctly  see  whether  they 
were  soWent  or  otherwise,  and  in  the  latter  case  how  much 
in  the  £  they  were  worth.  This  method  of  preparing  a 
balance  sheet  is,  however,  oontraiy  to  the  usual  practice, 
where  tha  capital  is  placed  first,  and  is,  in  fact,  merely  given 
as  my  own  idea  as  to  the  best  form,  and  you,  of  course, 
midmtand  that  any  particular  form  for  a  revenue  account 
or  balance-sheet  can  only  be  suggested  by  an  auditor,  and 
that  he  has  no  power  to  require  the  accounts  to  be  presented 
as  he  may  wish  nnless  his  forms  are  prescribed  by  Act  of 
Parliament. 

In  the  ease  of  railway,  gas,  water,  and  life  assurance  com- 
vanies  the  facms  of  accounts  are  prescribed,  as  are  also  those 
for  societies  registered  under  the  Friendly  Societies  Act, 
1875 ;  but  in  the  majority  of  companies,  viz.  those  registered 
under  the  Companies  Act,  1862,  tne  directors  are  allowed  to 
present  accounts  in  any  form  they  may  please,  except  in 
the  ease  of  companies  to  which  Table  A  applies,  where  the 
form  of  balance-sheet  is  given.  The  only  special  point  call- 
ing for  notice  in  this  account  is  that  any  debt  due  from  the 
directors  or  other  officials  of  the  company  is  to  be  separately 
stated  amongst  the  assets.  With  the  exception  of  the  com- 
panies just  referred  to,  the  auditor  is  obliged  to  accept  the 
accounts  in  any  form  the  directors  may  think  proper  to  place 
before  him  ;  but  on  the  other  lumd,  any  suggestions  he  may 
make  are  likely  to  receive  attention,  for  the  directors  are 
aware  that  although  the  auditor  has  no  authority  to  prescribe 
the  form  of  accounts  except  as  already  stated,  still  no  has  a 
power  which  can  keep  in^ck  a  board  of  directors,  however 
unwilling  they  may  be  to  fall  in  with  his  views,  for  they 
know  that  he  has  the  power  of  making  a  special  report  to 
the  shareholders.  In  strict  accordance  with  the  Act,  and 
with  the  clauses  usually  contained  in  the  articles  of  associa- 
tion, directors  are  required  to  furnish  the  auditor  vrith  the 
balance-sheets  and  accounts  as  they  propose  to  present  them 
to  the  shareholders,  and  he  can  return  them  with  a  certifi- 
eate  thereon  refusing  to  vouch  their  correctness,  and  make 
any  remarks  he  may  think  proper,  and  the  directors  will  be 
bound  to  place  the  accounts  before  the  shareholders  with 
this  certificate.  Such  a  course,  however,  would  be  most 
imosual ;  and,  in  fact,  I  have  never  yet  heard  of  the  letter  of 
the  Act  being  so  strictly  adhered  to.  It  is  the  recognised 
practice  amongst  Chartered  Accountants  that  where  an 
auditor  disapproves  of  the  accounts  submitted  to  him,  he 
either  sees  the  chairman  or  manager,  or  addresses  a  letter  to 
them  on  the  subject  of  the  accounts  suggesting  alterations 
which  he  thinks  it  advisable  to  make,  and  these  suggestions 
are  usually  carefully  considered,  and  if  not  at  once  acquiesced 
in,  are  discussed  in  a  businesslike  manner  with  the  auditor. 
If  the  directors  absolutely  refuse  to  agree  vrith  the  auditor's 
tscuest,  the  latter  is  very  often  in  a  position  of  great  diffi- 
eultj,  for  the  shareholders  are  his  clients,  and  anything  that 
may  damage  the  reputation  of  the  company  must  necessarily 
be  mjurious  to  their  interests.  It  is  impossible,  however,  to 
lay  down  rules  as  to  what  course  should  be  taken  in  the 
event  of  a  disagreement. between  an  auditor  and  the  board. 
It  ii  only  experience  that  can  teach  this,  but  the  auditor 
should  remember  he  has  a  twofold  duty,  that  towards  the 
shareholders,  and  that  towards  himself.  He  must  protect 
the  shareholders  as  much  as  possible,  and  at  the  same  time, 
he  must  have  regard  to  his  own  character  and  reputation. 

Should  a  company  whose  shares  are  not  fully  paid-up  hold 
any  shares  as  an  investment,  it  should  be  clearly  shown  in 
the  balance-sheet,  as  otherwise  the  shareholders  would  not 
be  fully  aware  of  the  extent  of  their  liability  in  the  evunt  of 
the  company  going  into  liquidation,  for  should  this  happen, 
the  shareholders  would  be  liable  in  proportion  to  thoir  nold- 
ing  to  pay  the  amount  which  would  otherwise  1^  raised  by 


payments  on  these  shares  were  they  in  the  hands  of  private 
owners,  in  addition  to  having  to  meet  the  calls  on  their  own 
shares. 

Occasionally  an  auditor  may  not  be  satisfied  with  reconcil- 
ng  the  balance  as  shown  in  the  cash  book  with  that  of  the 
buiker's  pass  book.  In  order,  therefore,  to  guard  against 
any  fraud,  he  may  call  on  the  bankers  of  the  company  in- 
forming them  of  his  position,  and  request  them  to  show  him 
in  confidence  their  ledger  account  with  the  company,  as 
instances  have  been  known  of  a  cashier  having  kept  duplicate 
pass  books,  and  this,  of  course,  can  only  be  found  out  by 
application  to  the  bankers. 

In  the  balance  sheets  of  all  companies  are  to  be  found  in- 
cluded amongst  the  assets  amounts  representing  expenditure, 
which  cannot  be  said  to  be  represented  by  realisable  assets, 
such  OS,  for  example,  the  amounts  paid  for  the  good-will  of 
a  business,  prelimmazy  expenses,  establishment  of  agencies, 
&c.  In  the  event  of  the  company  going  into  liquidation  it  is 
evident  that  these  items  in  the  balance-sheet  would  not  turn 
out  to  be  realisable  assets,  and  it  is  therefore  desirable  that 
a  reserve  fund  should  be  raised  to  meet  contingencies.  In 
tiie  case  of  preliminary  expenses  a  certain  amount  should  be 
charged  against  the  revenue  account,  say  for  the  first  five  or 
ten  years  at  the  most,  until  this  fictitious  asset  disappears.^ 
Where  plant,  machinery,  or  property  of  any  description  is' 
purchased  under  a  hiring  agreement,  that  is,  an  agreement 
in  which  it  is  provided  that  after  the  lessee  has  paid  a  rent 
for  the  use  of  the  article  for  a  certain  number  of  years,  it 
shall  become  his  absolute  property  on  payment  of  a  nominal 
sum  at  the  expiration  of  the  period,  the  company  is  entitled 
to  take  credit  amongst  its  assets  for  a  proportionate  part, 
after  charging  the  revenue  account  with  a  fair  and  reasona- 
ble amount  for  wear  and  tear  during  the  period  under  audit. 
Having  finally  settled  the  form  of  balance-sheet,  the  securi- 
ties should  be  inspected  by  the  auditor,  previous  to  which  he 
should  be  supplied  with  a  proper  schedule  dividing  them 
into  their  various  classes.     When  freehold   or  leasehold 

Property  forms  part  of  the  assets,  the  deeds  should  be  pro- 
uced,  and  also  receipts  for  the  last  premiums  on  policies  of 
insurance  of  perishable  property.  Where  a  company  holds 
stock,  shares,  or  debentures,  they  should  be  counted ;  and 
in  the  case  of  bonds  to  bearer,  the  auditor  should  see  that 
the  coupons  next  due,  and  those  up  to  the  date  of  repayment 
of  the  bond  are  attached. 

The  investments  should  stand  in  the  names  of  the  trustees 
of  the  company,  where  there  «re  properly  appointed  trustees. 
Should  there  be  none,  then  in  the  names  of  two  or  more  of 
the  directors,  but  investments  should  not  stand  in  the  names 
of  the  manager  or  secretary  alone. 

Should  the  securities  be  in  the  custody  of  the  company's 
bankers,  and  it  is  not  stated  in  the  accounts  that  they  are 
held  as  security  for  a  loan,  the  auditor  should  be  careful  to 
ascertain  that  this  is  the  fkct. 

Where  the  company  has  branches  it  is  impossible,  of 
course,  for  the  auditor  to  make  such  a  thorough  investiga- 
tion as  where  all  the  records  of  the  business  are  kept  in  one 
office.  The  returns  must  be  examined,  and  the  auditor  must 
ascertain  that  they  ore  properly,  ainalgamated  vrith  the 
books  kept  at  the  head  office  ;  and  in  giving  his  certificate  he 
should  be  careful  to  certify  the  correctness  of  the  accounts, 
subject  to  tiie  returns  from  the  branches  representing 
accurately  the  transactions  of  their  particular  buamess. 

Having  completed  his  investigation,  the  auditor  then 
appends  his  certificate  to  the  accounts.  If  he  makes  a 
report  to  the  directors  on  any  matter  on  which  he  considem 
the  shareholaers  should  be  informed,  he  should  be  careful 
to  intimate  in  his  certificate  that  such  report  exists,  so  that 
the  shareholders  may  ask  for  it  at  the  meeting,  or  he  may, 
of  course,  require  an  undertaking  from  the  directors  that 
they  read  his  report  to  the  meeting. 

I  have  endeavoured  in  the  foregoing  remarks  to  give  an 
outline  of  the  general  principles  of  an  aadit  and  the  duties 
of  an  auditor  without  going  into  thoM  4ttftUi  whidh 
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only  be  acquired  by  experience,  but  I  trust  I  have  made  it 
evident  that  auditing  is  accompanied  iwith  many  responsibili- 
ties, and  that  before  any  one  undertakes  the  appointment  of 
auditor  he  should  be  carefully  trained. 

The  Chartered  Accountants'  Students'  Society  of  London 
has  been  formed  for  the  express  purpose  of  assisting  those 
who  are  desirous  of  acquiring  amongst  other  technical 
accomplishments  a  knowledge  of  these  duties ;  and,  in  con- 
clusion, I  hope  that  the  few  words  I  have  addressed  to  you 
this  evening  may  contribute  in  a  small  way  towards  the 
furtherance  of  the  Society's  aim. 

The  meeting  terminated  with  a  vote  of  thanks  to  the 
lecturer. 


MANCHESTEB  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


The  third  general  meeting  of  this  Society  was  held  in  the 
OldTovm  Hall,  Manchester,  on  Monday  evening,  19th  of 
April,  at  half-a>ast  six  o'clock. 

Mr.  G.  B.  Trevor,  F.O.A.,  occupied  the  chair,  and  there 
was  a  large  attenduice  of  members. 

The  minutes  of  the  previous  meeting,  held  5th  March, 
were  read  by  the  secretary,  Mr.  A.  E.  Piggott,  and  confirmed. 

The  chairman  made  a  few  introductory  remarks,  and  then 
called  on  Mr.  James  Alexander  Carse  (clerk  to  Messrs.  John 
Adamson,  Son  &  Go.)  to  deliver  his  lecture  on  '*  The  Com- 
panies Acts." 

Mr.  Carse  thereupon  rose  and  said : — 

Partnerships  with  numerous  members,  and  having  trans- 
ferable shares,  known  as  Joint  Stock  Companies,  appear  to 
have  originated  during  the  last  century.  They  met  with 
little  favour  at  first  from  the  Judges  and  the  legislature, 
but  they  gradually  made  progress  and  compelled  the  legis- 
lature to  take  notice  of  them.  With  the  objecli  of  winding 
up  the  affairs  of  a  bankrupt  company,  and  compelling  con- 
tribution from  its  members,  various  Acts  were  passed, 
including  the  winding-up  Acts  of  1848  and  1849,  and  the 
Acts  of  1855  to  1858.  The  earlier  Acts  contained  many 
defects,  such  as  the  liability  of  an  individual  shareholder 
to  be  singled  out  by  a  creditor  and  utterly  ruined,  if  there 
was  no  partnership  property  to  seize  upon.  These  Acts 
were  all  repealed  by  that  very  comprehensive  Statute  known 
as  the  Companies  Acts,  1862,  with  w^hich  are  to  be  read  the 
amending  Acts  of  1867  to  1880. 

Joint  Stock  Companies  may  be  divided  into  two  classes  : 
Unineorporatedf — such  as  large  partnerships  and  coxnpanies 
empowered  to  sue  and  be  sued  by  their  publicofficers  ;  Com- 
panies governed  by  Letter  Patent  {Act  and  other  special 
Acts;  and  Incorporated  Companies.  The  latter  may  be 
divided  into  three  classes : — 

(1).  Those  incorporated  by  special  Act  of  Parliament,  as 
Bailway,  Canal,  and  Dock  and  waterworks  Companies. 

^2).    Royal  Charter. 

(3).    Registrar. 

Companies  incorporated  by  registration  include  two  kinds, 
those  with  unlimited  liability  and  those  with  limited 
liability. 

It  is  of  the  companies  with  limited  liability  I  propose  to 
treat  this  evening.  As  you  know,  companies  may  be  regis- 
tered either  as  limited  by  shares,  or  as  limited  by  guarantee. 
I  need  not  sa^  many  words  of  the  latter,  and  shall  merely 
point  out  their  divergence  from  companies  by  shares  in  the 
proper  place. 

I  propose  to  treat  the  subject  of  Company  Law  under  the 
following  three  heads : — 

1st.    The  formation  and  administration  of  companies. 

2nd.    The  rights  and  liabilities  of  the  members. 

8rd.    The  dissolution  and  winding  up  of  companies. 

First  aa  to  the  formation  and  Adminiitraiion  of  Com- 


panies : — Any  seven  or  more  persons  associated  for  any  law- 
ful purpose  may  form  themselves  into  a  limited  company  by 
subscribing  their  names  to  a  document  called  the  Memor- 
andum of  Association,  wherein  the  following  particulars  are 
set  forth  for  a  company  limited  by  shares :  1st,  the  name  of 
the  company,  with  the  word  "  limited "  after ;  2nd,  the 
situation  of  registered  office  in  United  Kingdom  ;  3rd.,  the 
objects  of  the  company  ;  4th,  a  declaration  that  liability  of 
members  is  limited;  5th,  the  nominal  capital,  and  the 
number  and  value  of  the  shares  into  which  it  is  divided.  For  a 
company  limited  by  guarantee:  lst,the  name  of  Company  with 
"limited"  after;  2nd,  situation  of  registered  office;  3rd, 
objects  of  the  company ;  4th,  a  declaration  that  each 
member  undertakes  to  contribute  a  certain  fixed  sum  to  the 
assets  of  the  company  (if  wound  up)  while  he  is  a  member 
and  for  twelve  months  after.  What  are  known  as  articles  of 
Association  may,  in  the  case,  of  companies  limited  by  shares 
and  must  in  companies  limited  by  guarantee,  accompany 
the  Memorandum  of  Association. 

In  companies  limited  by  shares,  no  subscriber  is  to  take 
less  than  one  share,  and  to  write  opposite  his  name  on  the 
memorandum  the  number  he  takes ;  and  if  no  special 
articles  of  association,  table  A  of  the  Companies  Act  is  to 
govern  the  company.  After  having  transmitted  to  the  Com- 
panies Register  Office  the  memorandum  of  association  with 
the  articles,  (if  any)  duly  stamped,  and  after  receiving  from 
the  registrar  the  certificate  of  incorporation,  the  company 
may  transact  its  business,  receive  subscriptions,  allot  shares; 
&c. ;  but  it  appears  that  if  the  capital  subscribed  is  wholly 
inadequate  and  business  is  carried  on,  that  is  a  good  defence 
to  an  action  for  calls. 

No  departure  from  the  memorandum  of  association  other 
than  increasing  or  reducing  capital,  subdividing  shares,  or 
in  certain  cases  by  limiting  the  objects  of  the  company  so 
as  to  avail  itself  of  the  Mortgage  Debenture  Act,  1865,  or 
by  changing  its  name,  can  be  made,  nor  can  the  regulations 
01  the  company  be  altered  so  as  to  create  preference  sharef 
if  not  originally  given  power  to  do  so. 

Articles  of  association  correspond  to  the  partnership  deed 
of  an  ordinary  partnership,  and  determine  the  rights  of  the 
members,  the  duties  of  the  directors  and  other  officers,  and 
regulate  the  internal  affairs  of  the  company ;  anJ  for  pur- 
poses of  construction  the  memorandum  and  articles  are 
contemporaneous  documents,  but  the  latter  cannot  extend 
the  objects  of  the  company,  even  with  the  assent  of  every 
individual  shareholder.  Within  these  limits  the  company 
can  by  special  resolution  add  to  or  vary  its  articles  of  asso- 
ciation, but  such  alteration  must  be  duly  registered,  and  a 
copy  of  the  resolution  inserted  in  every  copy  of  the  articles 
issued  subsequently. 

Having  received  the  certificate  of  incorporation,  the  com- 
pany invites  subscriptions.  As  you  will  be  well  aware,  pro- 
spectuses setting  forth  the  objects  and  advantages  of  the 
company  and  inviting  the  public  to  subscribe  for  shares  are 
issued,  and  a  form  of  application  accompanies  the  prospectus 
which  the  intendmg  subscriber  fills  up  for  the  number  of 
shares  he  wants,  and  forwards  to  the  secretary  or  banker  of 
the  company  with  the  deposit  required.  The  prospectus  is 
the  basis  of  the  agreement  between  the  company  and  appli- 
cant, and  if  the  prospectus  is  fraudulent,  the  shareholder 
taking  the  shares  on  the  faith  of  representations  contained 
therein,  can,  if  he  exercise  reasonable  diligence,  repudiate 
the  shares,  and  in  the  winding  up  of  the  company  could  not 
be  fixed  as  a  contributory  ;  but  a  great  distinction  is  made 
between  a  repudiation  before  the  winding  up  and  af terwardsi 
for  as  between  the  creditors  and  the  company  in  the  wind- 
ing-up he  would  be  held  to  be  a  contributory  if  the  repudi- 
ation came  after  the  winding-up.  A  distinction  is  also  made 
between  a  person  taking  shares  from  the  company  and 
acquiring  same  by  transfer ;  in  the  former  case  it  is  fraud  of 
the  company  that  entitles  him  to  reject  the  shares  ;  in  the 
latter,  if  he  has  any  remedy  at  all,  it  is  against  the  trans- 
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The  company  then  issue  to  the  applicant  a  letter  of  allot- 
ment, allotting  him  a  number  of  shares  in  the  company,  and 
he  then  becomes  a  member  of  the  company  in  respect  of 
those  shares.  But  to  constitute  a  binding  contract  the 
letter  of  application  must  be  followed  by  an  allotment 
{oommunicated  to  the  applicant)  of  the  same  kind  of  shares 
m  every  respect  as  applied  for,  and  the  contract  is  complete 
from  the  time  when  the  letter  of  acceptance  by  the  com- 
pany is  posted.  If  there  is  any  change  in  the  nature  and 
objects  of  the  company  between  the  time  of  application  for 
shares  and  an  allotment,  the  member  can  repudiate  if  he 
does  so  at  once. 

By  the  Companies  Act,  1867,  section  38,  every  prospectus, 
and  every  notice  invitin;^  persons  to  subscribe  for  sliares, 
must  contain  names,  &c.,  of  the  parties  to  any  contract 
entered  into  by  tlie  company,  the  promoters  and  directors, 
— and  any  prospectus  not  specifying  these  particulars  will 
be  deemed  fraudulent  on  the  part  of  the  officers  of  the 
company ;  but  the  absence  of  such  a  contract  does  not 
entitle  a  member  to  repudiate  his  shares.  The  words  of  this 
section  are  so  wide  as  s'^emingly  to  include  everj'  species  of 
contract  however  trivial,  and  it  was  felt  to  be  impossible 
to  comply  with  it  if  taken  literally.  Lord  Justice  Brett  has 
however,  laid  down  that  this  section  only  includes  "  every 
contract  made  before  the  issue  of  the  prospectus,  the  know- 
ledge of  which  might  have  an  effect  upon  a  reasonable 
shareholder  in  determining  him  to  give  or  withold  faith  in 
the  promoter,  trustee,  or  director  issuing  the  prospectus, 
whetner  such  contract  was  made  by  such  promoter  before  or 
after  he  became  a  promoter,  and  whether  or  not  such  con- 
tract was  made  on  behalf  of,  or  so  as  if  adopted  to  impose  a 
liability  on  the  company." 

Having  now  got  our  company  fairly  launched,  and  presum- 
ing that  the  known  respectability  and  integrity  of  its  pro- 
moters have  enabled  the  company  to  obtain  nearly  the 
whole  of  its  shares  to  be  subscribed  for  by  the  public,  we  will 
pass  on  to  examine  into  its  administration. 

The  business  of  the  company  is  carried  on  by  directors. 
The  number  and  names  of  the  first  directors  are  deter- 
mined by  the  subscribers  to  the  momorandam  of  association 
and  if  none  are  mentioned  in  the  articles  the  subscribers 
to  the  memorandum  are  the  first  directors.  The  office 
of  director  is  vacated  under  the  following  circum- 
stances : — 

1.  If  he  hold  any  other  office  or  place  of  profit  under  the 
company. 

2.  If  he  becomes  bankrupt  or  insolvent. 

3.  If  he  is  concerned  in  or  participates  in  the  profits  of 
any  contract  with  the  company. 

But  he  need  not  vacate  his  office  on  the  ground  that  he  is 
also  a  member  of  a  company  that  has  made  contracts  with 
the  company  of  which  he  is  a  director,  but  he  is  not  to  vote 
in  respect  of  such  contract.    Directors  may  determine  the 

auorum  of  their  number  who  shall  act  to  transact  business, 
\ie  quorum  is  sufficient  to  bind  the  company  in  ordinary 
and  legitimate  transactions,  but  the  whole  of  the  directors 
appointed  are  required  in  acts  out  of  the  ordinary  course ; 
but  acts  done  by  a  quorum  of  directors,  but  not  at  a  board 
meeting,  do  not  bind  the  company  if  the  parties  had  notice 
of  the  irregularity,  otherwise  they  do.  Directors  are  special 
and  not  general  agents  to  bind  the  company,  and  the  public 
must  look  to  the  constitution  of  the  company,  as  exemplied 
in  the  memorandum  and  articles,  as  to  the  limits  within 
which  the  directors  can  act  so  as  to  bind  the  company.  Acts 
which  are  altogether  illegal  and  ultra  vires  the  constitution 
of  the  company  do  not  bind  the  company,  but  acts  which  are 
within  the  constitution  but  irregular  do.  For  instance,  if 
bond  of  the  company  is  improperly  given  by  directors  to  a 
party  who  was  aware  of  the  impropriety,  the  bond  cannot  be 
enforced  against  the  company  even  by  a  bona  fide  purchaser 
for  value  without  notice.  Contracts  entered  into  by 
diiectoiB  are  binding  (if  at  all)  on  the  company  if  made  on 
behalf  of  the  Gompany,  and  they  oannot  be  made  personally 
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liable  except  where  the  word  "limited"  is  omitted.  The 
directors  of  a  company  fill  a  double  capacity — 1st,  they  are 
agents  of  the  company  ;  2nd,  they  are  trustees  for  the  share- 
holders of  the  powers  entrusted  to  them.  They  caimot, 
therefore,  as  agents  of  the  company,  be  brought  into  Court 
and  made  personally  liable,  but  a  shareholder  could  file  a 
bill  against  the  directors  personally  where  he  charges  them 
as  trustees  and  seeks  redress  for  breach  of  duty  to  the  com- 
pany. It  is  the  duty  of  directors  to  inform  themselves  of  all 
Eroceedings  of  the  Board,  and  no  director  can  escape  liability 
y  pleading  ignorance  when  he  has  the  means  of  information 
at  hand. 

We  pass  on  to  the  first  general  meeting,  which,  by  section 
S9  of  tne  Act  of  1867,  must  be  held  within  four  months  of 
registration  of  the  memorandum  of  Association.  At  this 
meeting  the  first  directors  retire  in  the  absence  of  any  other 
stvpulations  in  the  articles,  and  one-third  retire  at  every 
annual  general  meeting,  but  are  eligible  for  re-election  by  the 
shareholders.  Under  special  articles,  if  an  extraordinaiy 
meeting  be  called,  their  retirement  at  first  meeting  may  be 
postponed.  Director  cannot  do  the  following  things  withonl 
the  sanction  of  the  members : — 

1.    Convert  shares  into  stock. 

2. 

8. 

Meetings  are  of  two  kinds — ordinary  and  extraoxdinaiy. 
All  business  is  deemed  special  that  is  transacted  at  an  extra- 
ordinary meeting,  and  all  business  transacted  at  an  ordinary 
meeting  other  tlian  sanctioning  the  payment  of  dividend, 
consideration  of  accoimts,  balance  sheets,  and  the  ordinary 
report  of  the  directors,  and  seven  days*  notice  of  every 
meeting,  giving  the  place,  hour,  and  day  of  meeting ;  and  in 
case  of  specifu  business,  the  nature  of  such  business  is 
required. 

A  special  resolution  is  defined  by  section  51  to 
be  a  resolution  passed  by  a  majority  of  not  less  than  three- 
fourths  of  the  members  entitled  to  vote  present  or  by  proxy 
(if  the  regulations  of  the  company  allow  proxies)  at  the 
general  meeting  of  which  the  intention  to  propose  the  resolu- 
tion has  been  given,  and  confirmed  by  a  subsequent  meeting 
by  a  majority,  such  meeting  being  held  not  less  than  fourteen 
da3rs  and  not  more  than  a  month  from  first  meeting.  Five 
members  can  demand  a  poll,  and  Table  A  says  the  declara- 
tion of  chairman  and  entry  of  same  in  the  book  where  no 
poll  demanded  is  sufficient  proof  without  further  evidence 
as  to  the  numerical  majority.  This  provision  of  three-fourths 
majority,  &c..  required  by  the  statute,  must  be  read  with 
relation  to  the  contract  between  the  members  contained  in 
the  articles  as  to  qualification  for  voting  and  quorum  neoces- 
sary  to  be  present,  and  under  Table  A  no  one  can  yote  who 
is  in  arrears  of  calls,  and  at  any  meeting  held  three  months 
after  registration  no  member  oan  vote  who  has  acquired  his 
shares  by  transfer,  unless  he  has  been  a  member  for  at  least 
three  months  before  such  meeting.  To  alter  the  conditions 
of  the  memorandum  of  association  as  to  capital,  if  not 
originally  given  by  the  articles,  requires  a  special  resolution ; 
but  if  such  power  has  been  giyen  originally  the  company  can 
under  section  12,  and,  if  not  governed  by  Table  A,  merely  by 
an  ordinary  resolution,  increase  its  capital  or  consolioato 
same  or  convert  its  x>aid-up  shares  into  stock.  Under  the 
Act  of  1867,  sections  9  and  12,  a  social  resolution  is  required 
to  reduce  capital,  or  subdivide  its  shares.  In  companies 
governed  by  Table  A  a  difference  is  introduced,  as  under 
article  23  a  conversion  of  shares  into  stock  doesnot  require  a 
special  resolution  while  under  article  26  a  special  resolution 
is  required  for  increasing  the  capital.  It  has  been  decided 
that  if  an  ordinary  meeting  is  held  and  adjourned  the 
adjourned  meeting  continues  to  be  an  ordinary  meeting, 
although  speciaJ  notice  is  given  that  it  is  about  to  be  held 
for  special  business.  In  respect  of  proxies,  a  proxy  must  be 
a  member  of  the  company,  the  paper  must  be  attested  by 
one  yritness,  is  only  good  for  a  year  at  most,  and  must  be 
left  at  the  company's  office  three  days  before  being  used,  and 
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in  the  oftse  of  being  used  at  one  meeting  or  any  adjournment 
of  same  requires  a  penny  stamp  ;  and  if  for  more  than  one 
meeting  must  bear  a  10s.  stamp. 

After  the  first  and  every  annual  meeting  an  annual  return 
must  be  made  up  to  the  14th  day  succeeding  such  meeting, 
and  transmitted  within  seven  days  to  the  registrar  of  joint 
stock  companies,  containing  the  following  particulars, 
viz.  (1)  the  names  and  addresses  and  occupations  of  the 
members  and  numbers  of  shares  held  by  them  ;  (2)  a  sum- 
mary specifying  the  nominal  capital  of  the  company,  number 
of  ^ares  into  which  divided,  and  the  numbers  taken  up  to 
date  of  summary.  The  amount  of  calls  made  on  each 
share. 

Total  amount  of  calls  received, 
„  unpaid, 

„  forfeited, 

and  names  and  partictdars  of  those  who  have  ceased  to  be 
members. 

By  section  25  the  company  must  also  keep  a  register  of  its 
members,  giving  the  particulars  as  required  by  the  Act.  This 
may  be  kept  in  several  books,  if  convenient. 

By  section  43  a  company  must  also  keep  a  register  of  its 
mortgages,  in  which  must  be  entered  a  description  of  all  the 
property  charged,  with  amount  of  charge  created  and 
the  names  of  tne  mortgagees,  &c.,  and  this  is  to  be  open  to 
the  inspection  of  every  creditor  or  member  at  all  reason- 
able times. 

By  section  67  a  record  is  to  be  kept  of  all  minutes  of  pro- 
ceeoings  at  general  meetings,  and  in  the  absence  of  stipula- 
tions to  the  contrary  a  balance  sheet  is  to  be  prepared  once 
at  least  in  every  year,  and  printed  copies  to  be  supplied  to 
members  seven  days  before  meeting.  Every  company 
must  be  provided  with  a  common  seal  with  which  to 
stamp  all  documents  requiring  official  authentication,  and 
share  certificates  bearing  the  common  seal  of  the  company 
must  be  given  for  every  share  allotted,  and  each  share  must 
be  distinguished  by  its  appropriate  number. 

Before  passing  to  the  next  division  of  my  subject,  I  wish  to 
point  out  the  powers  as  to  reduction  of  capital  given  by  the 
1867  and  1877  Acts. 

(1.)  Shares  never  taken  up  may  be  extinguished  with- 
out application  to  the  court  oy  a  special  resolution  of  the 
members. 

(2.)  With  sanction  of  the  Court  and  a  special  resolution 
the  capital  may  be  reduced,  whether  fully  paid  up  or  not, 
and  whether  lost  or  not,  but  if  a  shareholder's  liability  on 
the  shares  is  reduced,  notice  of  intention  to  apply  to  the 
Court  must  be  given  to  the  creditors,  and  security  given  to 
those  dissenting,  and  the  words  "  and  reduced  "  must  be 
added  to  the  name  of  the  Company  for  the  time  ordered  by 
the  Court ;  the  special  resolution  must  be  registered,  and  all 
copies  of  the  memorandum  of  association  issued  afterwards 
must  be  corrected. 

I  now  come  to  the  second  part,  vun,  the  rights  and  liabilities 
of  the  members. 

The  directors  of  the  oomj^any,  and  the  of&cers  they  may 
delegate,  are  alone  able  to  bmd  the  company  as  its  agents, 
but  they  are  subject  to  the  coutrol  of  the  members  by  means 
of  a  general  meeting  and  by  intervention  of  the  Court,  and 
under  table  A  the  shareholders  can  remove  them.  Their 
power  of  making  calls,  forfeiting  shares  and  in  every  trans- 
action on  behalf  of  the  company,  must  be  exercised  for  the 
advantage  of  the  general  body  of  members.  The  Courts  have 
held  them  accountable  for  losses  in  cases  of  culpable  negli- 
gence, and  profits  made  by  them  at  the  expense  of  the  com- 
pany. And  also  in  the  case  of  promoters  who  make  profits 
out  of  the  company  by  a  resale  to  the  company  of  property 
which  the  alleged  vendor  ought  to  have  obtained  on  the 
company's  behalf,  or  where  promoters  form  a  company  to 
buy  property  which  they  themselves  desire  to  sell ;  in  the^e 
cases  unless  there  is  full  disclosure,  the  moneys  unfairly  ob- 
tained will  be  ordered  to  be  repaid  to  the  company.  Sub- 
Bcribexs  to  abortivd  companies  axe  not  liable  for  expenses  in- 


curred in  attempting  to  get  them  up.  Members  arc  entitled 
under  table  A  to  see  the  accounts  of  the  company  and  ap- 
point auditors ;  they  have  power  to  elect  directors,  and  fix 
their  remuneration ;  to  have  copies  of  the  company's  memor- 
randum  of  association  and  articles  ;  to  inspect  and  have 
copies  of  the  register  of  members  ;  to  inspect  the  register  of 
mortgages ;  to  have  copies  of  all  special  resolutions  ;  to  apply 
to  the  Board  of  Trade ;  to  appoint  inspectors  to  examine 
into  the  affairs  of  the  company  ;  and  to  appoint  inspectors 
themselves  by  special  resolution  ;  also  to  wind-up  the  com- 
pany, and  within  certain  limits  t^  alter  the  constitution  of 
the  company.  Articles  giving  power  of  inspection  of  books 
to  members  docs  not  imply  power  to  inspect  the  minutes  of 
proceedings  of  directors.  Payment  of  interest  to  share- 
holders out  of  capital  before  commencement  of  business  is 
illegal,  and  has  been  re-strained.  This  is  often  done  in  new 
companies,  and  I  believe  is  the  rule  rather  than  the 
exception  in  the  Oldham  district.  Dividends  are  not  to  be 
paid  out  of  capital,  but  out  of  profits  (Act,  *73).  Appoint- 
ment of  auditors  under  table  A  is  compulsory',  and  the 
following  decision  on  Spaceman  v.  Evans  as  bearing  on 
their  duties  is  important : — *'  The  auditors  are  agents  of  the 
shareholders  so  far  as  relates  to  the  audit  of  accounts,  and 
for  the  purpose  of  the  audit  they  will  bind  the  shareholders. 
But  they  arc  not  agents  of  the  shareholders  so  as  to  include 
the  shareholders  by  any  knowledge  which  in  the  course  of 
the  audit  they  may  have  acquired  of  any  unauthorised  acts 
on  the  parts  or  the  creditors.  It  is  no  i^art  of  their  office  to 
enquire  into  the  validity  of  any  transaction  appearing  in 
the  accounts  of  the  company." 

I  will  now  briefly  glance  at  the  members*  liabilities  in 
respect  of  shares.  Calls  on  members  must  be  made  by  the 
proper  number  of  directors,  and  all  regulations  in  articles 
as  to  notice,  amount,  &c.,  must  be  strictly  obser^'ed,  or  they 
are  not  binding,  and  where  a  company  brought  an  action  for 
calls,  and  the  evidence  of  making  them  consisted  of  minutes 
signed  after  the  action  commenced,  such  minutes  were  held 
not  admissible. 

Power  to  forfeit  shares,  or  to  cancel  an  allotment  for  non- 
payment of  calls  must  be  given  by  the  company's  articles, 
or  they  cannot  be  exercised — it  must  in  no  case  be  exercised 
for  the  member's  benefit,  and  if  ultra  vires  no  lapse  of  time 
can  make  it  valid.  Shares  forfeited  within  a  year  of  the 
winding-up  of  company  makes  the  member  liable  as  a  past 
member  in  the  winding-up.  It  is  also  a  question  whether  a 
company  can  issue  paid  up  shares  at  a  discount,  and 
exonerate  the  takers  from  any  liability  for  the  difference. 
The  company  cannot  alter  its  regulations  so  as  to  change 
the  status  of  its  members  and  to  give  one  class  a  preference 
over  another,  except  in  accordance  with  section  24  of 
Act  1867. 

Transfers  of  Shares, 

If  there  is  no  power  in  articles  whereby  directors  may 
reject  a  proposed  member,  shareholders  can  transfer  their 
shares  to  any  one  they  please,  but  the  transfer  must  be 
without  any  reserved  interest  to  the  transferor,  and  even 
though  the  company  is  in  difficulties,  not  for  a  nominal 
consideration,  or  to  a  pauper,  but  it  must  be  perfectly  open 
and  without  fraud.  Where  the  directors  have  power  to 
reject,  and  if  the  transferor  obtained  a  transfer  by  a  wilful 
misstatement  of  the  facts,  or  if  the  facts  were  such  as,  if 
known,  the  directors  would  have  refused  the  transfer,  then 
the  transfer  will  be  set  aside  in  the  winding-up ;  but  lapse 
of  time  may  condone  the  irregularity ;  whereby  the  articles 
the  directors  have  a  discretionary  power,  it  must  be  used  by 
them  with  a  view  to  protect  the  shareholders,  and  also  so  as 
not  to  unfairly  restrict  the  right  of  transfer.  In  the  case  of 
unnecessary  delay,  the  sharenolders  can  apply  to  the  Court 
for  redress,  and  it  has  been  decided  that  a  transfer  to  which 
no  objection  ought  to  be  made,  ought  to  be  confirmed  by  the 
directors  at  the  first  meeting  at  which  in  the  ordinary 
course  of  business  it  can  be  done.  A  vendor  ought  to 
compel  his  transferee  to  register,  and  if  need  be  enforce  it  hj 
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application  to  the  Court ;  and  any  person  whose  name  has 
been  improperly  entered  on  the  registori  though  it  ma^  have 
been  removed  by  order  of  the  directorSi  should  for  his  own 
protection  obtain  an  order  of  the  Court  removing  it,  or  in 
the  event  of  the  winding-up  of  the  company  he  might  be 
settled  as  a  contributory.  It  is  worthy  of  note  that  if  any 
formalities  remain  to  be  done  before  the  transfer  is  complete 
and  a  winding-up  takes  place,  the  Court  cannot  dispense 
with  those  formalities  and  complete  the  transfer,  and  the 
transferer  will  remain  liable. 

By  section  23  all  who  sign  the  memorandum  of  association 
ara  bound  to  take  and  pay  for  the  shares  they  subscribe  for, 
BO  long  as  there  are  shares  that  can  be  allotted ;  and  in  the 
case  of  a  vendor  of  property  to  the  company  who  has 
subscribed  the  memorandum  of  association  for  a  number  of 
shares  which  he  agrees  to  take  as  part  payment  of  the 
purchase  money,  in  the  first  place  by  section  25  of  the  186X 
Act,  which  provides  for  the  pa3rment  in  cash  of  shares, 
unless  previous  to  the  issue  of  such  shares  a  contract  in 
writing  is  registered,  there  must  be  such  a  contract ;  Sndly, 
and  it  is  important  that  it  be  distinctly  shown  that  the 
shares  subscribed  for  and  the  shares  agreed  to  be  taken  in 
payment ^re  the  same,  and  it  is  as  well  that  such  a  clause 
should  be  inserted  in  the  contract.  Section  25  of  the  1867 
Act  is  very  plain — that  nothing  less  than  a  cash  payment, 
or  what  in  an  action  for  calls  upon  the  shares  would  support 
a  plea  of  payment,  will  do,  shares  can  in  no  case  be  set  off 
•gainst  a  money  demand.  In  all  oases  where  by  the  articles 
a  qualification  is  necessary  for  the  office  of  director,  and  a 
person  acts  as  such,  he  thereby  agrees  to  qualify  himself  to 
take  the  number  of  shares  required,  and  if  he  has  not  got 
them  already  he  is  bound  to  get  them  from  the  company,  or 
by  transfer  from  the  other  members.  A  purchaser  of  sh!are8 
which  the  memorandum  of  association  or  the  share  certifi- 
Ciites  state  are  fully  paid,  but  which  in  fact  are  not,  will  not 
be  liable  in  the  winding-up  if  he  was  not  aware  of  their  not 
being  fully  paid.  By  section  30  no  notice  of  any  trust  is  to 
be  entered  on  the  register,  but  this  does  not  forbid  the 
company  from  receiving  a  notice  of  a  mortgage  of  shares, 
and  indeed  this  is  necessary,  in  order  to  take  them  out  of 
the  order  and  disposition  of  the  mortgagor  in  the  event  of 
his  bankruptcy. 

As  you  will  be  aware,  the  members  of  the  company,  and 
those  who  have  agreed  to  become  members  by  signing  the 
memorandum,  but  who  have  not  got  rid  of  their  shares  at 
the  time  of  the  winding-up,  are  the  persons  who  will  be 
called  upon  to  contribute  to  pay  off  the  debts  of  the  company 
as  well  as  the  costs  of  the  winding-up,  if  the  assets  are 
unable  to  satisfy  the  claims  of  the  creditors,  but  always 

f provided  that  the  shares  are  not  fviUy  paid ;  the  principle  of 
imited  liability  being  that  a  member  shall  be  omy  liable  to 
the  extent  of  the  amount  unpaid  on  his  shares.  If  the 
assets  and  the  contributions  of  present  members  are  still 
unable  to  satisfy  the  claims  against  the  company,  then  those 
members  who  nave  transferred  their  shares  >vithin  twelve 
months  of  the  winding-up  will  be  also  called  upon  to 
contribute,  provided  that  at  the  date  of  their  transferring 
their  shares  debts  existing  at  the  winding-up  were  then 
owing  by  the  company. 

I  now  come  to  tne  third  part  of  this  subject,  vis.,  the  disso- 
lution and  winding-up  of  companies. 

As  you  will  be  aware,  there  are  three  different  ways  of 
winding  up  a  company : — ^Ist,  oomnulsorily  by  the  Court : 
2nd,  voluntarily  under  control  of  shareholders ;  3rd,  volun- 
tarily under  supervision  of  the  Court. 

I  propose  to  treat  of  winding-up  bp  the  Court  in  the  first 
instance,  and  need  say  very  little  of  the  other  two  methods 
after  having  disposed  of  this.  Let  us  see  under  what  circum- 
stances a  registered  company  can  be  wound  up  by  the  Court. 

It  can  take  place  under  any  of  the  following  circumstances : 
—1.  When  the  company  has  passed  a  special  resolution  for 
winding  up  by  the  Court ;  2.  U  the  company  does  not  com- 
mence oosiness  within  a  year  of  incorporation,  or  if  it  sus- 


pends business  for  one  year ;  8.  When  membeiB  aM  len 
than  seven;  4.  When  the  company  is  tumble  to  pay  iti 
debts ;  5.  Whenever  the  Court  is  of  opinion  it  is  ]ust  and 
equitable  to  winding-up.  And  an  order  to  wind-up  may  bo 
applied  for  by  either  the  company  itself,  one  or  more  of  iti 
creditors,  or  one  or  more  of  its  contributories :  but  in  the 
case  of  contributory  the  Act  of  1867,  section  40,  has  a  very 
salutary  provision  against  improper  practices,  which  enacts: 
— 1.  That  no  contributory  can  present  a  winding-up  petition 
unless  members  are  reduced  below  seven ;  or,  2.  Unless  the 
contributory  had  his  shares  originally  allotted  to  him ;  or,  8. 
Unless  he  or  his  wife,  or  her  trustee,  has  been  registered  in 
respect  of  such  shares  for  six  months  during  the  eighteen 
months  next  before  the  presentation  of  the  petition ;  or,  4. 
Unless  he  has  acquired  them  by  the  death  of  former  owner. 

By  the  Act  the  company  is  to  be  deemed  to  be  unable  to 
pay  its  debts  when  the  f oUowing  occurs : — 

1. — When  a  creditor  for  an  amount  above  £50  has  served 
on  the  company  a  demand  under  his  hand  requiring  the 
company  to  pay  the  sum  due,  and  the  company  has  for  three 
weeks  after  neglected  to  nay  or  satisfy  the  creditor:  2. 
Whenever  execution  issued  oy  a  judgment  creditor  against 
the  company  is  returned  unsatisfied;  3.  Whenever  it  is 
proved  to  the  satisfaction  of  the  Court  that  the  company  is 
unable  to  pay  its  debts. 

In  considering  the  question  of  the  company  being  unable 
to  pay  its  debts,  uncalled  capital,  if  recoverable,  must  be  taken 
as  an  asset.  Neither  is  it  necessary  that  the  petitioning 
creditor's  debt  shall  exceed  £50,  if  he  can  produce  sufficient 
evidence  otherwise  to  prove  to  the  Court  that  the  company 
is  unable  to  pay  its  debts. 

It  is  important  to  decide  the  exact  date  of  the  winding-up 
because  after  the  commencement  of  the  winding-up  all  pro- 
ceedings by  creditors  and  all  transfers  are  null  and  void,  and 
all  dispositions  of  property  also,  except  made  hy  the  liqui- 
dators or  the  Court.  Let  us  now  consider  this  point  in 
relation  to  the  various  modes  of  winding-up : — 

1st. — When  a  petition  is  presented  for  winding-up  and  an 
order  is  made,  the  winding-up  commences  as  from  the  pre- 
sentation of  the  petition. 

2nd. — When  a  resolution  has  been  MSaod  to  vrind-up 
voluntarily,  the  winding-up  dates  from  tne  confirmation  of 
the  special  resolution  or  date  of  extraordinary  resolution,  if 
not  confirmed;  but  if  order  made  afterwaifds  to  wind-up 
compulsorily,  winding-up  datee  from  the  presentation  of 
petition. 

8rd. — ^An  order  to  wind-up  subieot  to  the  supervision  of 
the  Court  simply  continues  the  voluntary  vdndinf-up,  and 
the  winding-up  therefore  dates  from  the  confirmation  of  the 
resolution  to  voluntarily  wind-up. 

4th. — If  a  compulsory  order  is  made  after  an  order  to 
wind-up  under  supervision,  the  date  of  the  winding-up  is  not 
altered  by  such  order. 

In  all  matters  relating  to  the  windiiig-up  of  companies 
the  judge  may  have  regud  to  the  wishes  of  the  creditors  and 
contributories,  and  may  direct  meetings  to  be  held  to  ascer- 
tain them.  When  a  Court  sees  %  prima  facie  case  to  wind- 
up,  it  makes  an  order  appointing  a  provisional  official  liqui- 
dator to  protect  the  assets  of  the  company  until  the 
appointment  of  the  official  liquidator.  He  may  be  appointed 
without  notice  to  anyone,  and  need  not  be  called  upon  to 
give  security.  His  duties  consist  of  protecting  the  assets, 
and  acting  generally  as  receiver  of  the  estate,  but  they  are 
generally  laid  down  in  the  order  appointing  him.  After 
notice  to  the  parties  interested,  the  Court  fixes  a  day  for 
t}ie  appointment  of  official  liquidator,  and  the  nominee  of 
the  party  at  whose  instance  the  order  is  made,  if  no  serious 
opposition  by  creditors,  is  generally  appointed.  The  offirial 
liquidators  must  enter  into  a  rccugni^anco  with  two 
securities  in  such  a  sum  as  the  judge  requires  before  he  can 
enter  upon  his  duties,  and  his  appointment  must  be  adver- 
tised. The  Court  will  in  all  cases  take  the  bond  of  a 
Quaranteo  Society  of  good  standing.    The  remoneration  of 
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an  official  liquidator  is  regulated  by  Boale  varying  with  the 
amount  devisable  amongst  the  creditors,  but  the  chief 
clerk  has  a  discretion  to  place  it  on  a  higher  or  lower 
scale  than  ^e  rules  and  orders  allow  under  special 
circumstances. 

The  official  liquidator,  with  the  sanction  of  the  judge, 
may  appoint  a  solicitor  to  assist  him  in  his  duties  (section 
97).  The  solicitor's  duties  consist  of  conducting  all  pro- 
ceedings in  chambers.  He  cannot  make  the  official 
liquidator  personally  liable  for  his  costs,  and  he  has  no  lien 
for  them  on  any  documents  relating  to  the  winding-up.  If 
the  official  liquidator  changes  his  solicitor,  and  costs  cannot 
bo  paid  in  fuU,  they  each  take  pro  rata.  The  official  liquid- 
ator cannot  take  any  remuneration  out  of  the  assets  until  aU 
the  costs,  including  the  solicitors  bill,  are  paid  in  full,  the 
rule  being  as  to  priority : — 

1st — ^Payment  of  petitioner's  costs, 

2nd. — Costs  of  winding-up. 

Srd. — Official  li(}uidator's  remuneration. 

The  official  liquidator  must  pass  his  accounts  at  the  times 
stated  in  tibe  order  appointing  him.  He  must  pay  all 
moneys  into  the  Bank  of  England  within  seven  days  of 
'  receipt,  and  deposit  with  the  Bank  all  notes,  bills,  and 
acceptances  for  payment  when  due.  In  passing  his 
accounts  he  prepares  a  statement  of  the  receipts  and  pay- 
ments on  the  account  form  known  as  personal  estate,  which 
must  be  verified  by  affidavit  and  vouched.  If  passed  by  the 
chief  clerk,  it  is  copied  into  two  books  made  exhibits  "  A 
and  B "  to  another  affidavit  and  filed.  It  is  the  official 
liquidator's  duty  to  take  possession  of  the  books  and  papers 
of  the  company,  to  make  up  and  rectify  the  com}>any's 
books,  and  nimself  to  keep  books  showing  the  debts  and 
credits,  and  also  a  ledger  containing  the  separate  accounts 
with  each  contributory.  Neither  creditors  nor  contributories 
have  a  right  of  inspection  of  the  company's  books  without  an 
order  of  the  Court. 

The  official  liquidator  is  to  be  described  by  his  style  of 
office,  and  not  by  his  christian  and  surname.  He  is  an 
officer  of  the  Court  of  Chancery,  and  must  never  act  without 
first  consulting  it.  The  account  at  the  Bank  of  England  is 
opened  by  leaving  there  the  order  of  the  Court  directing  the 
account  io  be  styled  "  the  Account  of  the  Official  Liquidator 
of  the  — Comi>any,  Limited,"  and  usually  in  the  joint 
names  of  the  official  liquidator  and  the  chief  olerk,  and  the 
latter  official  countersigns  all  cheques  upon  the  account. 
In  district  Courts  the  register  takes  the  place  of  chief 
clerk. 

The  official  liquidator,  with  the  sanction  of  the  Court,  may 
carrv  on  the  business  of  the  company  so  far  as  to  bene- 
ficially wind-up  the  same,  and  do  all  acts  as  may  be 
necessary  for  the  winding-up  of  the  affairs  of  the  company 
and  disteibuting  the  assets.  He  may  also  compromise  all 
claims  by  or  against  the  companv,  and  enter  into  arrange- 
ments with  contributories,  but  he  must  by  affidavits  state 
the  ground  for  such  compromise  and  give  such  inf onnation 
as  the  Court  requires.  A  compromise  sanctioned  by  the 
Court  binds  creditors,  unless  appealed  against. 

Debts, — ^The  leading  idea  of  the  Companies  Acts  as  to 
debii  is  that  all  debts  of  the  company,  either  actually  due 
and  payable  or  payable  on  a  contingency,  should  be  paid 
pari  paaau.  The  Court  fixes  a  date  within  which  all 
creditors  must  prove  their  debts  or  be  excluded  from  ^e 
benefit  of  the  dividend  declared  before  such  debts  are  proved 
(section  107),  and  an  advertisement  is  inserted  in  the  OoMetU 
and  local  paper  lor  this  purpose,  and  appointing  a  day  for 
adjudication.  Creditors  need  not  attend  Court,  to  prove 
their  debts  unless  required  by  notice  from  official  liquidator. 
The  official  liquidator  examines  all  claims  sent  in,  and 
compares  them  witili  the  books  and  accounts  of  the  company, 
separating  those  that  ought  to  be  allowed  without  further 
evidence  (and  giving  reason  for  such  allowance)  from  those 
that  ought  to  M  proved  by  the  creditors,  and  verifying  same 
1^  affidavit.   Aftti  itttlemeot  at  the  olioms  tb«  chief  clerk 


gives  a  certificate  of  those  allowed,  the  first  part  of  the 
schedule  of  debts  containing  those  which  carr>'  inferost, 
with  the  interest  calculated  to  the  date  of  the  certiiicaic, 
and  the  second  port  those  which  do  not  cany  inteicst,  and 
the  official  liquidator  is  to  give  notice  of  allowanco  of 
claim  to  each  creditor.  If  the  company  is  insolvent,  intcrcHb 
stops  at  date  of  winding-up,  except  in  oases  where  tiic  croil- 
itor  holds  security  above  the  value  of  his  debt.  If  the 
company  is  solvent,  interest  is  only  allowed  where  a 
jury,  under  8  and  4  Wm.  IV.  c.  42,  would  allow  Ranio. 
Before  the  Judicature  Act  of  1875  creditors  could  prove 
for  their  debt  in  full,  and  afterwards  realise  their  security 
without  giving  credit  for  same,  but  this  cannot  now  be 
done.  With  the  exception  of  the  Crown,  which  is  entitled 
to  distress  for  all  arrears  of  income  tax,  no  debts  have 
priority  over  others. 

Bent,  rates,  salaries,  and  wages,  which  are  preferential  to 
some  extent  in  bankruptcy,  are  not  so  in  winding-up,  but 
come  in  as  ordinary  debts  for  a  dividend  if  accrued  before 
the  petition ;  but  if  accrued  since  they  are  part  of  costs  of 
winding-up,  and  payable  in  full.  It  has  been  held  that 
notice  to  or  by  the  liquidator  is  necessary  to  discharge  the 
company's  servants,  and  if  they  are  continued  without 
agreement  by  liquidator  they  are  entitled  to  same  terms  as 
when  with  the  company.  The  official  liquidator  can  require 
a  solicitor's  bill  to  be  taxed  if  it  could  liave  been  taxed  at 
date  of  winding-up  ;  and  where  the  company  is  lessee  for  a 
torm,  the  lessor  is  entitled  to  prove  for  the  full  rent  of  the 
unexpired  time ;  but  where  lease  is  assigned,  the  lessor 
cannot  claim  more  than  company  would  have  been  liable 
for  under  the  covenants  of  the  lease,  and  is  not  entitled  to 
dividend  until  something  actually  becomes  payable  to  him. 
A  servant  engaged  for  a  term  cckn  .prove  for  a  sum  represent- 
ing the  present  value  of  the  future  payments  that  would 
become  due  to  him,  ¥ath  a  proper  deduction  on  account  of 
his  chance  of  death,  bad  health,  or  his  liberty  to  obtain  new 
employment.  A  debt  due  from  a  company  to  a  shareholder 
for  dividend  or  profits  cannot  be  proved  in  competition  with 
creditors,  but  must  be  taken  into  account  when  adjusting 
the  rights  of  the  members  between  themselves. 

As  a  general  rule  it  is  laid  down  that  persons  in  winding- 
up  can  make  such  claims  against  a  company  as  are  provable 
in  bankruptcy.  Section  10  of  the  Judicature  Act  intro- 
duces in  windmgs-up  the  right  to  set  off,  and  section  87  of 
the  Bankruptcy  Act  deprives  an  execution  creditor  of  his 
right  of  proceeds,  and  also  the  rules  as  to  fraudulent  pre- 
ference, but  does  not  bring  into  windings-up  the  right  of  dis- 
claimer. 

We  now  come  to  the  settlement  of  the  list  of  contribu- 
tories. This  is  one  of  the  duties  of  the  official  liquidator 
after  he  has  rectified  the  company's  books.  The  torm  con- 
tributory is  defined  in  the  Act  as  **  every  person  liable  to 
contribute  to  the  assets  of  a  company  in  the  event  of  the 
same  being  wound-up."  It  is  considerably  wider  than 
member  or  shareholder,  and  may  include  more  persons  than 
those  who  have  been  treated  by  the  company  as  members. 
These  have  been  mentioned  previously.  The  official  liquid- 
atozfprepares  the  list  from  the  register  and  other  books  and 
accounts  of  the  company,  and  leave  same  at  judge's  cham- 
bers. It  is  verified  by  aiffidavit,  and  the  schedule  is  divided 
into  two  parts,  the  first  part  containing  those  who  are 
contributories  in  their  own  right,  the  second  those  who  are 
liable  for  the  debts  of  others,  such  as  trustees  in  bankruptoy, 
executors,  and  the  husbands  of  female  contributories.  The 
official  liquidator  obtains  an  appointment  from  the  Court  to 
settle  the  list,  and  he  must  give  notice  to  every  person  included 
at  least  four  days  before  the  appointment  day,  stating  in  what 
character  he  is  included,  and  for  what  number  of  shares. 
The  list  may  be  varied  or  added  to  from  time  to  time  by 
leave  of  the  Court.  The  liquidator  includes  in  one  list  called 
List  A  the  present  members  or  those  liable  to  contribute  at 
date  of  winding-up,  and  in  another  list  called  List  B  those 
who  have  transferred  their  shares  within  twelve  months  of 
the  date  of  winding-up,  or  post  membwp. 
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Ko  call  can  be  made  upon  the  contributors  unless  they 
are  fixed  upon  the  list,  bnt  the  official  liquidator  need  not 
wait  until  list  is  complete,  nor  until  the  assets  of  the 
company  have  been  realised,  nor  until  even  the  claims  against 
the  company  have  been  settled.  The  official  liquidator 
makes  application  to  the  Court  by  summons,  stating  the 
proposed  amount  of  call,  and  supported  by  affidavit,  and 
four  clear  days'  notice  before  the  day  appointed  for  making 
the  call  must  be  given  to  every  contributory.  When  order 
is  made  for  a  call  a  coi^  of  it  must  be  served  upon  every 
oontribntozy,  and  a  notice  of  the  balance  due  from  him,  and 
directing  lum  to  pay  the  sum  due  within  a  given  time  into 
the  BbxH.  of  England.  The  Bank  of  England  is  also  pro- 
vided with  a  receiot  book,  with  counterfoils,  and  for  every 
payment  of  calls  the  agent  of  the  Bank  gives  a  receipt ;  and 
after  the  date  has  expired,  the  official  liquidator  by  means 
of  this  book  can  easily  see  what  calls  ate  then  unpaid  and 
report  to  the  Court  accordingly. 

Calls  are  first  made  upon  the  A  list  of  contributories,  or 
present  members,  for  payment  of  the  debts  of  the  company, 
or  for  the  costs  of  winding-up,  or  for  adjusting  the  rights  of 
the  contributories  among  themselves;  and  they  must  be 
exhausted  before  the  B  list  or  pass  members  can  be  called 
upon  at  all,  and  then  only  when  the  assets  and  the  A  con- 
tributions are  unable  to  satisfy  the  liabilities.  Let  us  now 
notice  the  nature  of  the  B  contributories*  liability.  It  is 
limited — 

1st.— To  the  amount  left  impftid  on  his  shares  by  the  A 
contributory  for  these  shares. 

2nd. — He  is  only  liable  for  such  unpaid  residue  debts  con- 
tracted before  he  ceased  to  be  a  member  as  still  remains 
after  all  the  assets  of  the  company  and  contributions  of  the 
A  contributories  have  been  applied  pari  passu  towards  the 
payment  of  the  total  debts.  The  proceeds  of  the  call  form 
part  of  the  assets,  and  go  to  pay  a  dividend  upon  all  the 
debts  of  the  company.  If  the  debt  for  which  the  B  con- 
tributory would  have  been  liable  has  been  extinguished  by 
any  compromise  or  payment,  since  winding-up,  but  before  a 
call  is  made  upon  him,  then  his  liability  is  to  that  extent 
also  extinguished.  It  has  been  decided  that  a  B  contribu- 
tory is  only  liable  for  such  costs  of  winding-up  as  have  been 
occasioned  by  the  necessity  of  calling  upon  him  to  con- 
tribute. It  sometimes  happens  that  tnere  are  several 
transfers  of  the  same  shares  within  the  twelve  months  of 
the  winding-up.  In  that  case  they  can  all  be  called  upon 
at  once  without  distinction  as  to  date,  though  the  official 
liquidator  must  only  obtain  the  amount  of  call  once,  and 
the  person  paying  it,  if  his  transfer  is  of  earlier  date,  can 
seek  indemnity  from  his  transferee. 

I  will  now  give  an  example  of  a  call  made  upon  B  con- 
tributories who  all  left  the  company  at  the  same  time.  In 
practice  this  seldom  the  case,  and  then  the  official  liquidator 
is  required  to  make  up  an  account  shewing  what  debts  were 
owing  by  the  company  at  l^he  time  of  transfer  of  the  B 
contributories'  shares  m  every  individual  case. 

In  the  example  I  shall  omit  shillings  and  pence. 

Total  debts  of  the  company,  for  which  the  A  contributories 
are  liable  first  of  all,  £3882. 

Tlie  proceeds  of  the  sale  of  the  company's  properties  and 
a  call  of  £5  per  share,  which  was  the  amount  not  paid-up 
on  such  shares,  realised     £1214 

Less  the  estimated  cost  of  winding-up  • 500 

£714 


£714  upon  total  debts  of  £3,882  gives  a  dividend  of  8s.  8d. 
in  tbo  pound. 
Debts  owing  when  the  B  contributories  left  the 

company  amounted  to £2,042 

Less  the  dividend  of  3s.  8d.  in  the  pound 856 

Leaving •••  «M«ttt«t*«»         £1686 

to  bo  found  bv  the  B  contribatories* 


There  were  821  shares  allotted  by  the  company,  and  £5 
was  left  unpaid  on  the  shares  at  the  time  of  winding-up ; 
and  as  this  would  give  only  £1,655,  which  is  less  than  is 
required,  a  oaU  upon  the  B  list  for  £5  per  share  ought  to  be 
made. 

What  is  known  as  the  law  of  appropriation  of  payments 
has  a  very  important  bearing  upon  the  liability  of  B  con- 
tributories,  espeeially  that  known  as  the  rule  in  Clayton's 
case,  viz.  that  where  there  is  a  single  open  current  account 
between  the  two  parties,  every  payment  which  cannot  be 
shown  to  have  been  made  against  some  specific  item,  is 
placed  against  the  earliest  item  standing  to  the  debit  of  the 
payer  at  the  time  of  payment.  This  rule  applies  to  all 
accounts  of  the  nature  of  one  entire  debit  and  credit 
account,  such  as  accounts  with  bankers,  current  accounts, 
&o.  If  one  of  the  company's  debts  was  a  balance  due  to  its 
bankers,  the  effect  would  lie  this,  the  balance  would  have  to 
be  struck  at  the  time  the  B  contributories  left  the  company, 
and  all  cash  paid  into  the  bank  by  the  company  between 
that  date  and  tne  oommencement  of  the  windmg-up  would 
be  taken  to  reduce  the  bank  balance,  for  which,  at  the  time 
of  leaving  the  company,  theB  contributories  were  liable,  no 
notice  whatever,  of  course,  being  taken  of  the  further  drafts 
upon  the  account  up  to  the  winding-up.  For  example, 
assume  that  in  the  case  I  gave  you,  that  the  only  debts  of 
the  company  at  the  time  the  B  contributories  transferred 
their  shares  were  £2,042  due  to  the  company's  biuokers; 
and  further  that  it  could  be  shown  bv  the  company's  baoik 
pass  book  that  as  much  as  £2,042  had  been  paid  into  the 
bank  by  the  company  between  the  B  list  leaving  the  com- 
pany and  the  commencement  of  the  winding-up,  then  no 
call  could  have  been  made  on  the  B  contributories,  for  their 
liability  had  been  extinguished  by  the  cash  paid  in.  This 
law  is  equally  important  in  the  case  of  the  entry  of  new 
partners  mto  a  oonoem ;  bat  this  is  foreign  to  the  subject  in 
Land. 

Calls  in  all  oases  most  be  paid  in  full,  and  no  set-off  is 
allowed  in  limited  companies. 

Upon  payment  of  the  costs  of  winding-ap,  including  his 
own  char^^es,  the  official  liquidator  proceeds  to  declare  and 
pay  a  dividend  upon  the  claims,  and  when  the  winding-up  is 
completed  he  must  take  into  chambers  his  balance-sheet  of 
receipts  and  payments  verified  by  affidavit,  and  also  his  final 
account,  showing  the  balance  due  from  him ;  and  when  the 
sum  due,  accordmg  to  the  chief  clerk's  certificate,  has  been 
paid  into  the  Bank  of  Englimd  as  per  order,  the  chief  clerk 
gives  his  certificate  that  the  affairs  of  tiie  company  have 
been  completely  wound  up.  After  receiving  the  certificate, 
the  official  liquidator  must  apply  to  the  judge  for  an  order 
dissolving  the  company,  and  the  company  will  be  dissolved 
from  the  date  of  such  order. 

Any  order  so  made  must  be  reported  to  the  Registrar  of 
Joint  Stock  Companies  by  sending  to  him  an  office  copy  or 
certified  copy  of  the  order,  duly  stamped  with  a  5s.  Com- 
panies Impressed  Stamp,  upon  penalty  of  £5  a  day  (Rules 
112  and  113). 

1  will  now  briefly  consider  wherein  voluntary  winding-up 
differs  from  winding-up  by  the  court. 

A  registered  company  can  be  voluntary  wound-up— 

1st.  When  the  time  (if  any)  fixed  by  we  articles  has  ex- 
pired, and  the  company  has  passed  a  resolution  to  wind-up 
voluntarily. 

2nd.  when  the  members  have  passed  a  special  resolution 
to  wind-up  voluntarily,  duly  advertised. 

Srd.  When  the  members  have  passed  an  extraordinary 
resolution  according  to  section  129,  sub-section  3,  also  duly 
advertised :  but  the  notice  calling  the  meeting  must  be  in 
the  words  of  the  sub-section,  and  the  shareholders'  attention 
must  be  drawn  to  the  fact  that  it  is  not  a  preliminary  resolu- 
tion requiring  confirmation,  but  a  final  one,  otherwise  it  is 
invalid. 

The  liquidator  has  all  the  powers  of  an  official  liquidator 
in  oompolsoxy  windings-up,  but  is  save^  tb9  expense  and 
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delay  of  constant  applicationB  to  the  Court  at  every  step. 
He  can  make  arrangements  with  contributories  and  credi- 
tors, and  compromise  all  claims  by  or  against  the  company ; 
with  the  sanction  of  an  extraordinary  meeting  of  the  share- 
holders and  under  the  Joint  Stock  Companies  Arrangement 
Act  of  1870,  which,  by  the  way,  also  applies  to  the  wmding- 
up  by  the  Court,  he  may  make  an  arrangement  or  com- 
promise between  the  creditors  generally  and  the  company, 
which  shall  bind  the  minority.  On  the  application  of  a 
creditor,  or  the  liquidator  himself,  the  Court  ma^r  order  a 
meeting  of  creditors  to  be  called,  and  on  a  resolution  by  a 
majority  in  number  representing  three-fourths  in  value  of 
creditors  present,  and  the  scheme  being  sanctioned  by  the 
Court,  it  shall  bind  all  creditors  and  every  contributory 
sabjeot  to  a  right  of  appeal  by  creditor  within  three 
weeks. 

A  liquidator  may  also  in  a  voluntazy  winding-up,  by  sano- 
tion  or  special  resolution  of  the  members,  sell  the  assets  of 
the  company  to  another  company  in  consideration  of  shares, 
policies,  or  other  interest  to  be  received  from  the  new  com- 
pany by  the  shareholders.  Dissentient  shareholders  must 
S've  seven  days*  notice  to  the  liquidator,  who  must  either  (1) 
rop  the  aniaJgamation  scheme  altogether,  or  (2)  buy  out 
the  dissentient  shareholder's  interest  in  the ola  company; 
the  price  to  be  paid  in  case  of  dispute  to  be  settled  by 
arbitration  under  the  Companies  Clauses  Consolidation  Act, 
1845.  If  the  notice  is  not  given  within  the  seven  days  the 
shareholder  loses  all  interest  in  either  company.  If  a 
creditor  can  show  to  the  Court  that  his  interest  is  being 
prejudiced,  the  Court  will  order  a  compulsory  winding-up, 
and  the  Court  can  at  any  time  remove  the  liquidator.  It  is 
a  question  whether  a  liquidator  can  exclude  tne  claims  of  a 
creditor  who  does  not  prove  within  the  time  fixed  for  send- 
ing in  claims,  and  whether  such  power  belongs  to  the  Court 
alone  (see  section  107). 

The  liquidator  must  enforce  payment  of  a  call  on  a  con- 
tributory settled  on  the  list  in  voluntary  winding-up  either 
by  an  action  of  law  in  the  name  of  the  company  or  by  an 
applioation  to  the  Court  of  Chancery  to  order  payment. 

The  liquidator  is  to  call  a  meeting  of  the  members  (so 
long  as  the  winding-up  continues)  every  twelve  months,  and 
layoefore  such  meeting  a  statement  of  the  progress  of  the 
wmding-up,  and  when  the  affairs  of  the  company  are  fully 
wound-up,  a  general  meeting  of  the  members  is  to  be  called 
by  advertisement  in  OoMette^  specifying  the  time,  place  and 
object,  and  giving  a  month's  notice ;  and  a  general  state- 
ment of  the  winding-up  is  to  be  put  before  such  meeting. 
The  liquidator  must  send  a  return  of  such  meeting  being 
held,  and  the  date,  to  registrar,  and  three  months  after  the 
registration  of  such  return  the  company  is  to  be  deemed  to 
be  dissolved,  but  a  company  will  be  restrained  from  dissolv- 
ing without  notice  to  those  persons  to  whom  in  future  it  may 
become  liable,  as  in  case  of  rent. 

Winding-up  voluntarily,  subject  to  the  supervision  of  the 
Court,  is  different  to  voluntiurily  winding-up  to  this  extent 
that  it  is  to  be  earned  on  subject  to  such  restrictions  as  the 
judge  ma^  impose,  as  to  the  doing  of  any  act  of  more  than 
ordmary  importance  without  first  obtaining  the  chief  clerk's 
sanction.  The  creditors  and  contributories  in  this  case 
have  also  greater  iacilities  to  obtain  the  assistance  of  the 
Court,  and  the  liquidator  can  be  more  easily  controlled. 
Bxecutions  against  the  company  by  creditors  can  also  be 
more  readily  restrained,  as  the  Court  has  the  same 
jurisdiction  as  in  a  compulsory  winding-up;  but  subject  to 
the  restrictions  imposed  by  the  judge  in  the  order  appoint- 
ing him,  the  liquidator  can,  without  the  sanction  of  the 
Court,  exercise  all  the  functions  and  powers  of  a  liquidator 
In  a  purely  voluntary  winding-up.  x  ou  will  no  doubt  have 
notioed  that  in  a  compulsory  wmding-up  official  liquidator 
IB  the  proper  designation,  and  in  one  purely  voluntary 
UmUdtUor  is  the  term  employed. 

1  have  now  brought  these  rambling  remarks  to  a  close. 
I  am  oow cious  that  I  have  fallen  remarkably  short  of  doing 


anything  like  justice  to  so  comprehensive  a  subject  within 
the  limits  of  one  paper.  I  have  no  doubt  1  have  provcvl  to 
vou  how  tedious  a  subject  can  be  made.  Perhaps,  before 
long,  some  one  abler  than  myself  will  be  induced  to  take  up 
the  points  that  have  escaped  me.  The  <field  is  a  very  large 
one,  and  there  is  left  plenty  of  work  for  the  gleaners. 

A  hearty  vote  of  thanks,  proi>osed  by  Mr.  Brooks  and 
seconded  by  Mr.  Abbott,  was  then  accorded,  to  which  Mr. 
Carse  suitably  replied. 

The  Chairman  then  made  some  announcements,  and 
minutes  were  read  stating  that  at  the  last  Committee  Meet- 
ing a  resolution  was  passed  that  the  Ordinary  Meetings  of 
the  Society  be  alternated  by  lecture  and  discussion ;  also 
that  a  sum  of  money  (about  £28)  was  voted  to  the  library 
fund.  The  Chairman  stated  that  the  treasurer  might  put 
his  firm  (Trevor  A  Pilling)  down  for  three  guineas  to  the 
same  fund,  which  announcement  was  warmly  received.  An 
invitation  was  then  given  to  members  of  this  Society  by  the 
Manchester  Society  of  Chartered  Accountants  to  a  meeting 
to  be  held  in  the  Memorial  Hall,  Albert-square,  at  half-past 
six  o'clock  on  Thursday  evening,  the  5th  April,  when  Mr. 
F.  Moore,  F.C.A.,  of  Preston,  was  to  deliver  a  lecture  on 
"  Revenue,  and  Profit  and  Loss  Account." 

Various  questions  were  then  put  and  replied  to  by  the 
lecturer ;  and  after  the  librarian,  Mr.  William  Harris,  had 
read  the  list  of  books  to  be  purchased,  a  vote  of  thanks  was 
passed  to  the  Chairman,  and  the  proceedings  terminated. 
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BOOKSSEPINO. 


Double  Entry — continued. 

In  double  entry  there  are  two  classes  of  books  of 
acconnt  in  general  ase.  They  are  nsually  called  '*  prin- 
cipal **  books  and  '*  subsidiary  "  books.  '*  Principal " 
books  are  those  whence  postings  are  made  direct  to  the 
ledger;  '*  subsidiary  "  books  are  those  which  are  nsed 
to  simplify  the  labonr  of  aggregating  items  in  the 
"  principal  "  books.  Either  of  snch  class  of  books  may 
be  a  book  of  original  entiy,  i.e,  a  book  in  which  the 
original  record  is  made  of  a  particular  transaction.  It  is 
important  to  understand  the  distinction  between  an  en- 
try and  a  posting.  The  former  is  a  record  (original  or 
oUierwise)  of  a  transaction,  the  latter  is  the  conveyance 
of  that  record  to  the  ledger.  As  a  general  rule  it  is 
desirable  to  post  from  original  entries,  but  this  cannot 
always  be  done ;  or  rather  the  labour  entailed  would 
not  be  commensurate  with  the  result.  Every  entry, 
however  small,  and  its  contra  (with  the  exception  of 
cash  contras,  as  hereafter  explained)  must  reach  the 
ledger,  othewise  a  true  balance  would  be  impossible. 
The  object  of  every  skilled  bookkeeper  therefore  is  to 
ensure  each  item,  or  aggregation  of  items,  reaching  its 


or  their  destination  in  the  ledger,  and  at  the  same  time 
to  reduce  as  much  as  possible  the  labour  consequent 
thereon.  As  an  instance,  we  may  take  a  petty  cash 
book  involving  during  a  month  many  payments,  both 
for  accounts  of  customers  or  clients  and  also  for  various 
accounts  relating  to  the  business,  such  as  office  expenses, 
carriage,  postage,  &c.  It  is  obvious  that  if  each  item 
were  posted,  the  labour  would  in  such  cases  be 
very  great,  whereas  by  a  monthly  analysis  we 
are  enabled  to  bring  under  the  heading  of  each  account 
the  whole  month*s  disbursements  in  respect  thereof* 
Such  analysis  can  either  be  utilised  for  posting  direct 
from  the  petty  cash-book,  or  it  can  be  copied  into  the 
''journal.*'  In  the  former  case  the  petty  cash-book 
would  be  an  original  book  of  entry,  and  form  one  of  the 
volumes  constituting  '*  the  journal  "  or  principal  book ; 
in  the  latter  case  it  would,  although  still  an  original 
book  of  entry,  be  only  a  subsidii^  book,  because  it 
would  not  be  used  for  posting  purposes* 

Principal  Books  of  Account, 

There  are  only  two  principal  books  of  account,  viz., 
Cash  Book  and  «foumal.  The  other,  and  in  one  sense 
all  important  book  {i.e.  the  Ledger)  is  in  double  entry 
not  a  book  of  account,  but  an  <*  indiced  analysis," 
because  nothing  should  appear  therein  as  an  entry,  but 
only  as  the  result  of  a  posting.  In  asserting  that 
there  are  only  two  principal  bookisi  of  account,  it  is  not 
to  be  supposed  that  such  assertion  is  to  be  construed 
literally.  Shakespeare  may  be  bought  in  one  binding 
or  in  many  volumes,  but  in  either  case  we  can  only 
have  Shakespeare.  So  with  a  Gash  Book,  one  may 
suffice  in  one  instance,  whereas  a  dozen  books  may 
be  required  in  another  case  to  make  '*  the  Cash 
Book."  A  firm  may  have,  say,  four  banking  accounts, 
and  for  convenience  keep  each  account  in  a  separate 
book.  In  such  a  case  Uie  four  books  together  would 
only  constitute  '*  the  Cash  Book  "  ;  or  the  four  bank- 
ing accounts  may  be  kept  in  one  cash  book,  with  a 
separate  debit  and  credit  column  for  each  buik.  In 
the  latter  event,  the  cash  book  is  just  as  much  divided 
into  four  parts  as  if  it  were  made  up  under  four  separate 
volumes.  This  method  of  adopting  distinct  columns 
for  each  banking  account,  and  of  making  them  inde- 
pendent of  the  others,  is  somewhat  puzzling  to  beginners 
until  they  take  the  trouble  to  think,  and  then  l£ey  are 
surprised  that  they  did  not  think  of  it  themselves. 
One  has  but  to  think  that  each  account  (Dr.  and  Cr.) 
represents  a  separate  money  till,  that  whenever  money 
is  withdrawn  from  a  particular  till  credit  is  taken  for 
the  payment  out,  that  the  till  is  debited  with  any 
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money  paid  in.  The  banks  (or  tills)  we  will  call  Nos. 
1  to  4.  £100  is  withdrawn  from  No  1,  of  which  jBSO 
is  paid  into  No.  2  and  £25  each  to  Nos.  8  and  4.  It 
is  clear  that  No.  1  is  entitled  to  credit  for  the  with- 
drawal of  the  £100,  and  it  is  equally  clear  that  Nos.  2, 
8,  and  4  are  chargeable  with  their  respective  receipts. 
Supposing  that  a  fifth  till  exists  in  the  shape  of  a  cash 
box,  represented  by  a  "  House  Column,"  the  same 
principle  applies.  This  idea  once  grasped  we  find  no 
difficulty  in  applying  it  to  every-day  work,  and  the 
simplification  of  labour  and  avoidance  of  confusion 
produced  by  adopting  it]  is  remarkable.  Some  book- 
keepers adopt  separate  columns  for  discount  and  for 
bills  receivable,  thus  practically  treating  the  latter  as 
cash.  As  a  strict  matter  of  fact,  even  a  discount  for 
cash  is  not  cash,  i.e.  we  do  not  pay  say  dBlOO  with 
the  one  hand,  and  receive  say  £50  with  the  other,  but 
in  consideration  of  payment  of  £95  within  a  specified 
time  we  are  excused  from  the  payment  of  the  balance. 
Strictly  speaking,  therefore,  discount  is  a  journal,  rather 
than  a  cash  entry.  Nevertheless  our  object  is  to  study 
the  economy  of  space  and  of  labour,  so  if  we  find  the 
discounts  are  numerous,  we  sacrifice  the  space  in  order 
to  economise  the  labour,  and  insert  a  discount  column 
in  the  cash  book.  Perhaps  the  discounts  are  all  one 
way,  say  on  our  payments.  In  that  case  we  should 
have  a  discount  column  on  the  credit  side  only;  but 
where  discounts  are  the  exception  the  sacrifice  of  space 
is  inexcusable.  But  with  regard  to  bills  receivable,  no 
excuse  exists  for  having  columns  for  them  in  the  Cash 
Book.  We  have  but  to  consider  what  a  bill  receivable 
is  in  order  to  arrive  at  this  conclusion.  It  is  an  ac- 
knowledgment of  indebtedness  to  the  trader  or  some 
third  party,  and  a  promise  to  pay  on  some  particular 
date. 


JOINT  STOCK  ooMPANiBS — {continued). 
Every  limited  Banking  Company,  and  every  Insur- 
ance Company,  and  every  Deposit  Provident  or  Benefit 
Society  under  this  Act,  before  it  commences  business, 
must  make  a  statement  in  the  following  form,  or  as 
near  it  as  possible — ^the  amount,  of  course,  being  only 
filled  in  for  illustration : — 

The  capital  of  the  company  is  £10,000.  divided  into 
1,000  shares  of  £10  each.  The  number  of  shares  issued 
is  850.  Calls  to  the  amount  of  £2  per  share  have  been 
made,  under  which  the  sum  of  £1 ,700  has  boon  received. 

The  liabilities  of  the  company  on  the  first  day  of 
January  1888  were  debts  owing  to  sundry  persons  by 
the  Company  :^ 
On  Judgment  £ 
On  Specialty  £ 
On  Notes  or  Bills  £ 
On  Simple  Contracts  £ 
On  Estimated  Liabilities  £ 

The  Assets  of  the  Company  on  that  date  were : 

Qovemment  Securities  £ 


(The  nature  of  these  securities  is  to  be  stated.) 
Bills  of  Exchange  and  Promissory  Notes  £ 
Cash  at  the  Bankers  £ 
Other  Securities  £ 

The  above  statement  is  to  be  made  on  starting,  and, 
after  commencing  business,  statements  must  be  rendered 
on  the  first  Monday  in  February  and  August  in  every 
year  during  which  the  company  is  in  existence,  and  a 
copy  must  be  posted  up  in  a  prominent  place  in  the 
company's  head  office  and  in  every  branch  office  of 
the  company's  business.  Every  member  and  creditor 
who  requires  a  copy  can  have  one  on  payment  of  6d. 
Every  company,  as  well  as  every  director  or  manager 
personally,  incurs  a  penalty  of  £5  for  every  day  during 
which  the  above  requirement  remains  unfulfilled.  As 
the  greater  part  of  the  business  of  a  company,  whether 
limited  or  not,  is  usually  carried  on  by  means  of  bills 
of  exchange,  with  the  occasional  use  of  promissory 
notes,  it  is  necessary  to  know  in  such  matters  who  is 
the  responsible  party  to  bind  the  company  by  his 
acceptance  on  their  behalf ;  and  in  order  to  put  this 
matter  on  a  proper  footing  and  to  fix  the  liability,  the 
Act  provides  as  follows,  that  <*  a  promissory  note  or  bill 
of  exchange  shall  be  deemed  to  have  been  made,  accepted, 
or  endorsed  on  behalf  of  any  company  under  this  Act, 
if  made,  accepted,  or  endorsed  in  the  name  of  the  com- 
pany by  any  person  acting  under  the  authority  of  the 
company,  or  if  made,  accepted,  or  if  endorsed  by  or 
on  behalf  or  on  account  of  the  company,  by  any  person 
acting  under  the  authority  of  the  company."  It  would 
appear  from  this  clause  that  the  company  can  accept 
or  endorse  a  bill  in  its  own  name  if  such  name  is 
written  by  any  person  acting  under  the  authority  of  the 
company,  and  that  the  name  of  the  company  would  be 
a  sufficient  acceptance  or  endorsement  of  a  bill,  such  as 
«  The  Wigan  Coal  Co.  ;*'  but  as  an  actual  matter  of 
business  it  would  be  found  preferable  for  the  authorised 
person  (whoever  that  may  be)  to  accept  or  endorse  in 
the  name  of  the  company,  and  sign  his  own  name  ;  for 
example,  '<  For  the  Wigan  Coal  Company,  and  by  its 
authority,  James  Smith."  The  liability  would  then  be 
fixed,  as  the  company  could  not  repudiate  the  act  of 
their  authorised  agent.  Any  company  under  this  Act 
may  alter  any  of  the  articles  of  association  by  a  special 
resolution  passed  at  a  general  meeting.  By  special 
resolution  is  meant  a  resolution  which  must  be  passed 
at  a  general  meeting :  the  notice  calling  such  meeting 
must  specify  that  it  is  intended  to  propose  the  resolu* 
tion  in  question,  and  the  motion  when  made  must  bo 
carried  by  three-fourths  of  the  members  present  either 
personally  or  by  proxy  who  are  entitled  to  vote.  In 
fourteen  days,  or  within  a  month  afterwards,  another 
general  meeting  must  be  called,  by  giving  the  usual 
notice  to  all  the  members,  and  itie  resolution  must  be 
confirmed  by  a  majority  of  the  members  present  cither 
personally  or  by  proxy  who  are  entitled  to  vote.  Tho 
vote  in  this  case  would  be  taken  by  show  of  hands  in 
the  usual  way,  but  if  five  or  more  members  demanded 
a  poll  it  would  have  to  be  accorded.    In  the  event  of  a 
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poll  not  being  demanded  the  declaration  of  the  chair- 
man of  the  meeting  as  to  the  resoli  would  be  conclasive. 
In  the  absence  of  any  provisions  in  the  articles  of 
association  for  the  calling  of  snch  meeting,  &c.  a  notice 
of  seven  days  wonld  be  sufficient  for  the  purpose  ;  and 
the  chairman  is  to  be  elected  by  the  members  present 
if  there  is  no  permanent  chairman  appointed  by  the 
regulations  of  the  company.  A  copy  of  any  special 
resolution  passed  by  a  company  under  this  Act  must 
be  sent  to  the  registrar  within  fifteen  days  of  the 
second  meeting  called  to  confirm  such  special  resolu- 
tion, and  the  company  is  liable  to  a  penalty  of  £2  for 
every  day  during  which  it  omits  to  do  so,  and  so  is 
every  director  and  manager  of  the  company  who  allows 
such  omission.  A  copy  of  every  special  resolution 
passed  in  the  manner  described  must  be  annexed 
to  every  copy  of  the  articles  of  association  that 
is  issued  by  the  company,  and  a  copy  of  such  resolu- 
tion may  be  obtained  by  any  member  applying  for  it 
on  payment  of  one  shilling.  If  the  company  wishes  fo 
execute  any  deed  out  of  the  United  Kingdom,  and  does 
not  wish  to  part  with  its  seal  for  such  purpose,  it  can 
appoint  an  attorney  under    its  seal,   who  can  then 

execute  the  deed  for  them  and  use  his  own  seal  for  the 

purpose.    If  a  number  of  shareholders  wish  to  examine 

the  afiairs  of  the  company  they  must  make  application 

to  the  Board  of  Trade,  who  will  appoint  one  or  more 

persons  to  make  the  examination,  and  the  application 

will  be  acceded  to  under  the  following  conditions : — 

(1)  In  case  of  a  Banking  Company  with  shares,  upon 
the  application  of  the  holders  of  one-third  of  the  shares. 

(2)  In  the  case  of  any  other  company  with  shares, 
upon  the  application  of  the  holders  of  one-fifth  of  the 
shares. 

(8)  In  the  ease  of  a  company  without  shares,  upon 
the  application  of  one-fifth  of  the  members. 


^jetters  its  tl^t  (RViiax. 

Answebs  to  Questions  at  Last  Examination. 
To  the  Editor  of  The  Accountants'  Students^  Journal. 

Sir, — In  looking  over  the  Answers  to  the  Questions  in 
Arithmetic  (Preliminary  Examination,  June,  1883),  I 
notice  that  to  question  No.  6  is  appended  a  foot-note 
showing  the  "  shortest  method  "  of  reducing  sterling  value 
to  the  decimal.  Believing  that  the  following  is  a  much 
quicker  way,  and  possessing  the  decided  advantage  of 
being  able  to  be  performed  mentally,  I  send  you  the  work- 
ing for  the  benefit  of  all  whom  it  may  concern. 

Eiample,  £2  ITs.  6Jd.  Mentally  state  the  fraction  of 
a  penny  in  decimals,  and  halve  it ;  then  multiply  by  5, 
beginning  at  the  shillings,  and  divide  by  12,  thus 


2  •  17  •  6  /A 
5 


2.85 
2 


6X6  =  30 


8125 


12 


=  2,6 


2-878125 


375 


976 

12 


=  8125 


Yours,  &c. 


fiarrow-in-Furness, 
6th  August,  1883. 


J.  L.  McL,  C.A. 


Answers  to  Examination  Questions. 

To  the  Editor  of  The  Accountant  Students'  Journal. 

Sir, — ^You  correspondent  J.  L.  McI.,  C.A.,  appears  to 
object  to  my  "  Shortest  Method  "  of  turning  currency  into 
decimals,  and  proposes  an  alternative  way.  His  method 
required  41  figures,  mine  took  19  only.  He  thinks 
his  is  a  **  much  quicker  way,"  but  as  it  requires  double 
the  number  of  figures,  while  the  operation  passes  from 
multiplication  to  division,  interspersed  with  additions,  and 
my  way  consists  of  divisions  only,  the  superiority  of  his 
method  as  regards  speed  is  not  apparent.  He  claims  an 
advantage  for  his  method  that  it  may  be  performed 
mentally.  I  cannot  see  that  his  elucidation  or  illustration 
show  this.  It  is  not  sound  mental  exercise  to  consider  30 
divided  by  12  as  producing  2,  6.  A  simpler  mental 
method,  would  be  to  remember  that  the  decimal  of  Id.  is 
.00416  and  of  Is.  is  .05,  then  by  inspection  of  a  given 
decimal  any  one  could  easily  see  how  my  shillings  and 
pence  were  required  to  multiply  these  roots  up  to  the  given 
figures.  Yours,  &c, 

2. 

13th  August,  1883. 


Answers  to  Questions  set  at  last  Examination. 

To  the  Editor  of  The  Accountants'  Students'  Journal. 

Sib, — In  looking  through  the  answers  to  the  Arithmetic 
Questions  (set  for  the  Preliminary  Examination  held  in 
June  last)  published  in  your  paper,  I  noticed  the  working 
of  No.  1  to  be  as  I  thought  peculiar,  viz. 

^  +  tV  +  tV   143  +  91  +  77   811    154 
l  +  ^V  +  ^ij  =  148  +  91  -  77  —  157—  ^  167 ^"• 
7.  11.  18  =  1001.        "" 

I  should  be  very  much  obliged  if  you  would  kindly 

explain  the  figures  underlined  (t.e.  why  the  +  becomes  — ). 

Hoping  you  will  not  consider  this  presumption  on  my 
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part,  and  trusting  to  hear  from  you  at  your  early  con- 
venience, 

Yours,  &c. 

F.  Cook. 
London,  14th  August,  1883. 

[This  question  was  unfortunately  printed  wrongly  in 

our  issue  of  July. 

It  should  have  been   7-^ — \ p 

The  answer  given  will  be  found  correct  to  the  amended 
questions. — Ed.] 


INSTITUTE  OP  CHARTERED  ACCOUNTANTS 
IN  ENGLAND  AND  WALES. 


At  a  special  meeting  of  the  Council,  held  at  the  offices 
of  the  Institute,  3  Copthall  Buildings,  on  the  1st  August, 
there  were  present : — Messrs.  Arthur  Cooper,  President 
Tin  the  chair),  J.  W.  Barber,  J.  C.  Bolton,  T.  Browning, 
G.  A.  Cape,  E.  Carter,  W.  Cash,  A.  W.  Chalmers,  J. 
Davies,  W.  N.  Fisher,  E.  Guthrie,  A.  C.  Hai-per,  E.  Hart, 
G.  W.  Knox,  G.  H.  Ladbury,  F.  Nicholls,  H.  G.  Nichol- 
son, T.  G.  Shuttleworth,  J.  H.  Tilly,  J.  WaddelJ,  C.  H. 
Wade,  T.  A.  Welton. 

Henry  Thomas  Bird,  4  Great  George-street,  West- 
minster, S.W.,  was  admitted  Associate  of  the  Institute 
under  section  14  of  the  Cliarter. 

At  the  ordinary  meeting  of  the  Council,  held  at  the 
conclusion  of  the  above. 

The  following  Associates  were  elected  Fellows  of  the 
Institute  :— Philip  Shuttleworth  Darnell,  A.C.A.,  1  Clem- 
ent's Inn,  W.C. ;  Allen  Edwards,  A.C.A.,  82  New  Street, 
Birmingham  ;  Titus  Thorp,  A.C.A.,  1  Lune-street,  Preston. 

The  following  were  admitted  Fellows  of  the  Insti- 
tute : — Joseph  Samuel  Colefax,  Daily  Telegraph  Build- 
ings, Bradford ;  John  Henry  Hill  Duncan,  41  Coleman 
Street,  E.C. 

The  following  were  admitted  Associates  of  the  Insti- 
tute : — ^Frederick  William  Allen,  7  and  8  Railway  Ap- 
proach, London  Bridge,  S.E.  ;  Thomas  Bee,  13  Chapel 
Street,  Preston ;  Edwin  Playster  Steeds,  20  Friar  Lane, 
Leicester ;  William  Frank  Allvey,  clerk  to  W.  Westcott 
and  Co.,  36  Coleman  Street,  E.C. ;  Arthur  Charles  Bourner, 
clerk  to  Mellors  &  Basden,  Britannia  Chambers,  Pelham 
Street,  Nottingham  ;  David  Lockhart  Chalmers,  clerk  to 
Chalmers  &  Wade,  6  Fenwick  Street,  Liverpool ;  Frank 
Davies,  clerk  to  Y.  W.  Houghton,  35  Waterloo  Street, 
Birmingham  ;  Wilson  Franks,  clerk  to  Joseph  Nicholson, 
Whitehaven  ;  William  Horrocks,  clerk  to  Broome,  Mur- 
ray &  Co.,  104  King  Street,  Manchester  ;  John  Henry 
Jenks,  clerk  to  Gane  &  Jackson,  53  Coleman  Street,  E.C. ; 
Edward  Lintott,  clerk  to  G.  H.  Carter,  1  Queen  Strect,E.C. ; 
George  Pepler  Norton,  clerk  to  Armitage,  Clough  &  Co., 
23  John  William  Street,  Huddersfield  ;  Thomas  Rollason, 
clerk  to  Carter  &  Carter,  33  Waterloo  Street,  Birmingham. 

The  Secretary  reported  the  resignation  of  Mr.  A. 
Hughes,  A.C.A.,  which  was  accepted  by  the  Council. 


BIRMINGHAM  ACCOUNTANTS'  STUDENTS 

SOCIETY. 


(Continued  from  No,  4,  /».  76.) 
If  the  legacy  be  not  free  of  duty  the  account  should  be  for- 
warded to  the  controller  before  the  legacy  is  paid,  as  the  duty 


must  be  deducted  from  the  amount,  or  if  it  is  a  specific  bequest 
obtained  from  the  legatee,  and  it  is  not  wise  excepting  in  very 
simple  legacies  to  assume  the  accuracy  of  the  account  until  it 
is  passed. 

Particular  attention  is  required  to  the  penalties  to  which 
any  person  is  liable  for  paying  and  receiving  any  legacy  liable 
to  duty  without  taking  and  signing  the  proper  receipt,  or  for 
not  paying  the  duty  within  due  time  from  the  date  of  tli^  receipt. 

The  same  principle  applies  to  legacies  as  to  residue,  viz.,  that 
all  income  derived  from  the  legacy  to  the  date  of  payment  of 
duty  must  be  added  to  the  legacy  and  duty  paid  thereon.  In 
theory  the  commissioners  are  entitled  to  duty  at  the  death, 
and  if  payment  is  delayed,  they  claim  duty  on  mterest  or  divi- 
dends to  recoup  to  them  interest  on  the  duty  for  the  time  it 
has  remained  unpaid. 

No.  2.  The  annuity  receipt  requires  the  same  particulars 
as  the  legacy  receipts  respectine  the  testator  and  the  executors, 
but  the  particulars  respecting  the  benefits  derived  are  different. 
In  this  account  you  are  required  to  give  the  following  par- 
ticulars, viz.:— 

1.  "  Name  of  the  annuitant,  with  the  name  and  age  of  the 
life  or  lives,  or  the  number  of  years  for  which  the  annuity  is 
to  endure."  2.  **  Degree  of  relationship,  if  any."  3.  "Amount 
of  Annuity."  4.  "  Age  or  ages  or  number  of  years  when  an- 
nuity commenced."  6.  "Value  of  the  annuity."  6.  "Bate 
of  duty."    7.  "Amount of  duty." 

The  object  here  is  to  ascertain  the  present  value  of  the  annuity 
whether  held  for  one  or  more  lives,  and  then  to  charge  duty  upon 
this  present  value  according  to  the  degree  of  relationship,  as  if  it 
were  a  capital  sum  bequeathed  to  the  annuitant.  For  this  pur- 
pose the  age  of  the  annuitant  or  annuitants  is  required,  and  the 
amount  of  the  annuity.  A  reference  to  Tables  I.  II.  and  III. 
contained  in  the  schedule  to  the  Succession  Duty  Act  will  show 
the  value  of  an  annuity  for  a  single  life  of  any  age,  or  of  an  an- 
nuity held  on  the  joint  continuance  of  two  lives,  or  of  an  annuity 
for  any  number  of  years ;  but  as  the  continuance  of  the  life  is  un- 
certain, and  duty  upon  the  capital  value  would  make  a  serious 
inroad  into  the  annuity  for  the  first  year,  if  it  did  not  exceed 
the  amount  of  it  the  commissioners  accept  payment  of  the 
duty  by  four  equal  annual  Instalments,  and  if  the  annuitant 
should  die  before  all  the  instalments  are  paid,  the  unpaid 
instalments  will  lapse,  but  notice  of  the  death  must  be  commu- 
nicated to  the  controller.  The  executors  will  set  out  the 
amount  of  the  18  years'  annuity,  and  having  obtained  or 
deducted  the  first  payment  of  duty,  will  take  a  receipt  for  the 
balance,  and  will  fiU  up  similar  receipt  forms  imtil  all  instal- 
ments of  the  duty  are  paid. 

No.  4  is  for  property  chargeable  under  the  Succession  Duty 
Act,  though  still  relating  to  personal  estate.  A  succession 
may  arise  in  so  many  ways  that  nothing  but  a  most  careful 
study  of  the  Act  will  enable  you  to  deal  with  these  really 
difficult  accounts.  A  very  useful  little  book  has  been  pub- 
lished by  Mr.  Alfred  Layton,  of  the  firm  of  Waterlow  Bros, 
and  Layton,  which  will  well  repay  perusal.  The  title  is  "Sug- 
gestions for  the  Preparation  of  Succe8>ion  Accounts."  I  will 
mention  an  instance  which  recently  occurred  in  my  own  prac- 
tice which  will  illustrate  the  use  of  this  form  No.  4,  and  at 
the  same  time  the  complications  which  may  affect  questions 
of  succession. 

J.  B.  had  after  his  marriage  made  a  voluntary  settlement 
under  which  the  income  of  the  settled  property  was  payable 
to  himself  for  his  life,  then  to  his  wife  if  she  should  survive 
him,  and  upon  the  death  of  both  himself  and  his  wife,  the 
principal  of  the  fund  was  to  be  divided  amongst  his  children. 
During  the  life  of  the  testator  one  of  his  sons  died,  a  bachelor 
and  intestate,  having  attained  twenty-one  years  of  age.  Thus 
the  father  became  entitled  as  htir  at  law  to  his  son's  share  of 
the  settled  property,  subject  to  the  life  esUte  of  himself  and 
his  wife.  J.  B.  died  before  his  wife,  and  upon  her  death  the 
residue  of  his  estate  passed  under  his  vrill  to  his  two  daughters. 
The  settled  funds  became  at  the  same  time  divisible  amongst 
his  children,  but  one  son's  share  had  reverted  to  J.  IB.,  and 
thus  became  subject  to  the  trusts  of  his  will  and  passed  to  the 
daughters  as  part  of  residue.    Now  what  duties  were  payable 
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on  the  settled  funds,  and  particularlj  upon  the  share  of  the 
son  who  died  intestate  }  Upon  the  shares  of  the  other  chil- 
dren Bnccession  dutj  was  payable  upon  the  capital  yalue  upon 
form  No.  4,  this  being  an  absolute  succesaion,  but  duty  being 

Sayable  under  the  Succession  Duty  Act,  instead  of  under  the 
•egacy  Duty  Act,  inasmuch  as  the  benefit  arose  imder  a 
succession  and  not  under  a  will.  But  in  the  share  of  the  son 
who  died,  there  was  a  succession  from  the  father  to  the  son, 
and  a  reversion  from  the  son  back  to  the  father,  and  the 
Inland  Keyenue  Office  claimed  that  inasmuch  as  the  son  had 
acquired  a  Tested  interest,  and  this  had  reverted  to  the  father, 
two  beneficial  interests  had  arisen,  and  duty  must  be  paid  on 
each,  Tiz.  succession  duty  upon  the  yalue  of  the  son's  interest 
at  the  time  of  his  death,  and  legacy  duty  upon  the  same  yalue 
for  the  interest  acquired  by  the  father  under  the  son's  in- 
testacy. I  however  induced  the  office  to  reconsider  their 
demand,  and  finally  to  abandon  their  claim  to  succession  duty 
payable  out  of  the  son's  estate,  on  the  ground  that,  althoogh 
the  son  was  entitled  to  a  succession,  he  had  never  become 
entitled  in  possession.  It  majr  be  instructive  to  mention  that 
in  this  case  letters  of  admmistration  were  required  to  the 
son's  estate,  although  it  consisted  solely  of  this  succession,  so 
that  the  Revenue  claimed  upon  property  which  actually 
passed  from  the  parents  direct  to  the  daughters  the  following 
duties:— 1.  Succession  duty  payable  by  the  son.  2.  Duty 
upon  administration  of  the  son's  estate.  3.  Legacy  duty  from 
the  father  under  the  administration.  4.  Duty  upon  probate 
of  the  father's  vrill.  6.  Legacy  duty  from  the  daughters : 
and  actually  received  all  but  the  first-named.  The  duties 
payable  under  the  son's  intestacy  were  calculated  upon  the 
amount  of  the  funds  after  deducting  the  value  at  that  time  of 
the  life  estate  of  the  two  parents,  while  the  duties  payable 
under  the  father's  will  were  calculated  upon  the  total  value 
of  the  settled  funds. 

The  duty  upon  form  No.  4  is  payable  when  the  propestv  is 
paid  to  or  retained  for  the  successor.  Form  No.  6,  Aimuity, 
is  for  **  succession"  duty  for  life  interest  in  personal  property. 
I  can  best  explain  the  use  of  this  form  by  a  simple  illustra- 
tion. Say  a  setUement  has  been  made  under  which  the  settler 
takes  a  first  life  estate,  and  that  a  second  life  estate  is  created 
upon  his  death,  the  principal  fund  being  divisible  upon  the 
termination  of  the  second  life  estate.  Duty  on  the  second  Ufe 
estate  would  be  payable  upon  the  present  value  of  an  annuity 
to  a  person  of  the  age  of  the  successor  upon  form  No.  6,  and 
when  the  principal  sum  became  divisible  duty  would  be  pay- 
able on  the  eapital  sum  in  form  No.  4.  Duty  on  form  No.  6 
is  payable  by  four  equ»l  yearly  instalments,  the  first  to  be 
paid  twelve  months  after  possession. 

If  you  are  in  any  doubt,  or  if  tiiere  is  any  complication  in 
these  accounU,  do  not  hesitate  to  confer  irith  the  solicitor. 
"The  accountant's  brains  ^et  a  professional  twist  in  one  direc- 
tion,  and  the  solicitor's  m  another,  and  they  may  mutually 
help  each  other ;  but  they  are  not  competitors,  and  need  never 
fear  to  ask  or  accept  assistance  from  each  other. 

I  have  now  only  to  speak  of  forms  Nos.  6  and  7,  provided 
for  payment  of  succession  duty  on  real  property,  wnich  in- 
cludes (as  you  are  told  at  the  head  of  the  form)  all  freehold, 
copyhold,  customary,  leasehold,  and  other  hereditaments! 
whether  corporeal  or  incorporeal. 

First  insert  the  reference  to  the  register,  which,  in  this  case, 
is  to  the  books  of  the  year  when  the  death  occurs  by  which 
the  succession  opens,  and  not  as  in  the  forms  under  the  Legacy 
Duty  Act  to  the  books  of  the  year  when  the  grant  of  probate 
was  obtained.  Then  insert  the  name  and  description  of  the 
successor  and  the  name  of  the  person  upon  whose  death  the 
succession  arises,  the  date  of  his  death,  and  the  name  of  the 
predecessor,  stating  whether  the  succession  arises  under  settle- 
ment, will,  intestacy,  or  by  descent,  and,  if  under  any  deed  or 
other  document,  state  the  date  thereof  and  the  names  of 
the  parties  thereto.  You  must  also  state  by  whom  the  account 
is  delivered,  and  whether  he  be  trustee  or  successor. 

You  vrill  see  from  this  heading  that  the  person  upon  whose 
death  the  succession  arises  is  not  necessarily  the  predecessor. 
For  iiutaacei  if  A.  bequeaths  real  estate  to  B.  then  the  succea- 


sion  arises  upon  A.'s  death,  and  he  also  is  the  predecessor ; 
but  if  A.  bequesths  real  estate  to  B.  for  life  and  upon  his 
death  to  C,  tnen  the  succession  arising  from  B.'s  dieath  is 
derived  not  from  B.  but  from  A.  the  original  testator. 

Then  follows  the  body  of  the  accoimt,  spaces  being  provided 
for: — 1.  Description  of  the  property.  2.  Saleable  value.  8. 
Gross  rack  rental  or  annual  value. 

A  side-note  requires  you  to  state  whether  the  property  is  let 
on  lease,  and  whether  on  rack  rent,  or  at  a  ground  rent,  or  in 
consideration  of  a  premium  (in  which  last  two  cases  further 
duty  will  be  payable  on  the  determination  of  the  lease). 

You  must  please  bear  in  mind  that  dut^  is  paid  on  real 
estate  by  way  of  annuity,  that  is  to  say,  it  is  assumed  that, 
whether  the  bequest  be  absolute  or  only  for  life,  the  suoceasor 
derives  the  benefit  of  the  net  annual  income  for  his  expecta- 
tion of  Ufe  according  to  the  Government  tables.  Hence  the 
Revenue  require  to  know  the  precise  character  of  the  property, 
and  the  conditions  under  wnich  it  nroduces  an  incomct  to 
ascertain  if  Uie  successor  is  paying  auty  on  the  full  benefit 
which  he  will  derive  from  the  succession ;  and  if  any  portion 
of  the  annual  value  has  been  temporarily  alienated  under  a 
lease  or  in  consideration  of  a  premium  paid  at  the  commence- 
ment of  a  tenancy,  ^en  fr^ttier  duty  vrill  be  payable— not 
immediately,  because  the  suceeasor  may  not  hve  until  the 
annual  value  is  enhanced,  but  when  that  takes  |>laee  at  the 
expiration  of  the  lease — the  further  duty  bemg  paid  upon  the 
value  of  the  annual  increase  for  a  life  of  the  age  of  Uie  suc- 
cessor when  the  increase  arises. 

To  insure  accuracy  in  the  description  of  the  property,  a 
reference  to  deeds  may  be  necessary ;  and  I  should  advise,  as 
a  general  practice,  that  the  description  be  obtained  from  the 
solicitor.  The  saleable  value  need  not  be  appraised  by  a 
valuer,  but  may  be  stated  at  so  many  years'  purchase  of  the 
annual  value.  This  column  appears  to  be  provided  for  cases 
where  a  property,  although  of  considerable  marketable  value, 
is  only  productive  to  a  small  extent.  The  gross  rack  rental  is 
the  important  amount  in  this  accoimt. 

I  need  scarcely  suggest  that  the  properties  be  classified,  if 
they  are  of  various  kinds. 

The  deductions  which  are  allowed  are :— 1.  Necessary  out- 
goings in  case  the  same  are  payable  5y  the  owner  and  not  by  the 
tenrnnt,  under  four  headings,  via.,  chief  or  ground  rent;  land  tax 
unredeemed;  fire  insurance;  repairs.  2.  Annuities,  if  any,  to 
which  the  property  is  subject.    3.  Interest  of  incumbrances. 

A  side-note  requires  short  particulars  of  the  incumbrances 
to  be  given,  and  the  names  of  the  persons  by  whom  they  are 
created ;  and  a  foot-note  states  that  no  allowance  can  be  made 
fcr  contingent  incumbrances,  or  for  any  incumbrance  created 
by  the  successor,  or  for  the  expense  of  collecting  rents,  or  for 
the  income  or  property  tax,  or  for  any  costs  incurred  in  liti- 
gating the  title  to  the  property. 

You  will  see  that,  aa  on  the  other  side  of  the  account  there 
is  an  evident  determination  to  make  the  successor  liable  to  du^ 
for  all  the  property  produces  in  the  shape  of  income,  so  on  this 
side  of  the  account  there  is  no  intention  of  admitting  any  deduc- 
tion save  thoae  which  the  successor  is  absolutely  compelled  to 
bear.  The  only  deduction  which  admits  of  any  discussion  is  "  re- 
pairs." On  this  there  is  no  hard  and  fast  line  Isid  down,  but  a 
moderate  percentage  is  allowed  according  to  the  nature  and  oon- 
dition  of  the  property.  On  agricultural  buildings,  about  seven 
per  cent,  is  allowed.  On  buildings  and  house  property  not  ex- 
ceeding ten  per  cent  On  land,  nothing,  unleas  it  be  a  very  small 
amount  for  repairing  gates  and  fences.  You  may  take  these  as 
approximate  percentages,  but  must  make  the  best  terms  you  can 
with  the  office,  rememberingthat  a  fair  but  strietiy  moderate  al- 
lowance only  vrill  be  made.  The  column  headed'*  capital"  is  for 
the  amount  of  the  incumbrances,  and  forms  a  deduction  from  the 
saleable  value  on  the  other  side.  The  account  is  closed  by  a 
summary  shovring  the  net  annual  value,  and  is  followed  by  a  de- 
claration giving,  in  addition  to  particulars  stated  at  the  head  of 
the  account,  the  date  of  the  successor's  birth,  and  his  degree  of 
relationship  to  the  predecessor.  Here  the  duty  of  preparing  the 
account  is  at  an  ena,  but  it  gives  it  a  greater  appearance  of  com- 
pleteness to  fill  in  at  the  top  of  the  lAirth  page  the  amount  and 
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Talue  of  the  annuity  and  the  rate  and  amount  of  duty.  This 
duty  Ib  payable  by  eight  instalments,  but  a  discount  at  four  per 
cent,  per  annum  is  allowed  for  prepayment,  and  interest  at  the 
same  rate  is  charged  upon  any  instalments  overdue.  The  last 
form,  No.  7,  is  for  second  and  subsequent  instalments  of  succes- 
sion dutjr  on  real  property.  The  particulars  in  the  heading  will 
follow  Vo.  6,  witn  the  addition  of  the  date  when  duty  was  as- 
sessed, the  annual  value  on  which  it  was  assessed,  and  the 
name  of  the  person  who  delivered  the  account.  In  the  body 
of  the  account  must  be  brought  forward  from  No.  6,  the  age 
of  the  successor,  the  value  of  the  succession,  and  in  the  money 
column  the  amount  of  dut^,  and  in  the  second  line  must  be 
stated  the  amount  of  |th  oi  the  value  of  the  succession,  and  in 
the  money  colunm  ^th  of  the  duty. 

The  value  of  an  annuity  at  any  age  will  be  found  in  the 
tables  annexed  to  the  Succession  Duty  Act,  and  directions  for 
calculatine  the  same  will  be  found  in  Mr.  Layton's  book  pre- 
viously referred  to,  or  in  Mr.  Phippen's  Practical  Advice  to 
Executors  and  Trustees.  This  last-named  book  contains  much 
useful  information  in  a  very  simple  and  intelligent  form,  and 
although  some  portions  of  it  are  obsolete  through  recent  enact- 
ments, it  will  well  repay  perusal. 

I  am  aware  my  remaiks  have  been  very  incomplete,  but  I 
trust  that  I  have  to  some  extent  made  myself  clear  to  you  in 
giving  these  explanations  of  the  intention  of  the  stamp  duty 
accounts,  and  directions  for  filline  them  up.  I  have  assumed 
necessarily  that  I  have  been  speaking  to  those  who  have  de- 
voted some  time  to  the  study  of  these  forms,  and  who  have 
them  in  their  mind's  eye.  Unfortunately,  they  cannot,  like 
geometrical  figures,  be  drawn  upon  a  black  board,  so  as  to 
illustrate  my  explanations  during  my  address,  but  I  hope  that 
you  can  carry  away  with  you  so  much  information  as  will 
simplify  accounts  which,  if  not  really  difficult,  require  very 
careful  study  and  unremitting  thought  while  they  are  in  pre- 
paration. 

I  recently  heard  a  barrister  appealing  to  the  jury  to  award 
his  client  his  full  meed  of  damages  on  the  ground  that  they 
must  do  it  once  and  for  ever.  In  making  up  accounts  under  a 
inll,  you  usually  do  it  once  and  for  ever.  If  by  your  blunder 
any  person  takes  less  than  his  proper  share,  he  will  probably 
never  have  an  opportunity  of  discovering  the  error ;  but  should 
an  error  be  discovered,  very  awkward  questions  might  arise 
as  to  the  persons  morally  and  legally  liable  to  adjust  it. 

I  had  thought  to  enlarge  to  some  extent  upon  accounts 
which  are  required  to  be  furnished  by  executors  and  trustees 
in  the  course  of  proceedings  in  chancery  in  an  administration 
suit,  or  any  proceedings  where  accounts  are  required ;  but  I 
must  dismiss  these  with  but  scanty  notice,  as  niy  paper  has 
already  been  sufficiently  long. 

Hostile  proceedings  are  comparatively  rare  where  an 
accountant  has  been  employed  from  the  ouUet,  as  the  trust 
accounts  are  then  rfgularl;r  kept,  and  the  funds  punctuaUy 
dealt  with ;  but  friendly  suits  are  often  instituted  to  clear  the 
estate  of  complications,  and  in  these  accounts  are  required. 

In  cases  where  the  accountant  is  called  in  to  make  up  the 
accounto  in  a  suit,  I  will  advise  that  a  statement  be  worked 
up  in  the  form  which  I  have  previously  described,  as  this  will 
be  found  not  only  more  sure,  but  also  a  more  expeditious 
way  of  obtaining  the  necessary  information,  than  by 
endeavouring  to  compile  a  simple  cash  account  of  receipts  and 
paym(  nts.  '^ 

The  Court  usually  requires  to  know  something  like  the 
foUowinar  parUculars :— Of  what  real  estate  testator  died 
possessed,  and  what  incumbrances  affected  it  ?  Of  what  per- 
sonal esUte  tesutor  died  possessed?  What  personal  estate 
has  come  to  the  hands  of  the  executors,  distinguishing  receipts 
^account  of  principal  from  receipU  on  account  of  income? 
What  Uie  executors  have  paid  out  of  the  personal  esUte,  dis- 
tmguishmg  pajmento  on  account  of  principal  from  payments 
on  account  of  income  ?  What  legacies  have  been  paid  ?  What 
legacies  are  unpaid  ?  What  debts  due  from  testator  are 
unpaid  ? 

These  particulars  wUl  be«o  far  classified  in  the  statement  I 
rccommwid,  that  they  can  be  extracted  with  little  trouble,  and 


a  comparison  of  totals  with  the  statement  will  show  that  all 
particulars  have  been  included  in  the  accounts  of  receipts  and 
payments,  while  the  ledger  account  with  each  investment 
mortgagor  or  morgagee  will  show  that  all  the  periodical 
receipts  and  payments  have  been  brought  into  account. 
Accountants  are  often  appointed  by  the  Court  receivers  in  an 
action  or  administration  suit,  and  in  this  capacity  have  to  file 
periodical  accounts  of  receipts  and  payments.  These  are 
merely  cash  accounts  upon  official  forms,  differing  as  they 
relate  to  personal  estate  or  the  rents  and  profits  of  real  estate. 
The  former  is  in  the  form  of  any  ordinary  rent  roll,  the  latter 
a  cash  account  distinguishing  principal  from  income.  The 
clerks  to  the  Vice- Chancellor  occasionally  have  some  little 
preferences  as  to  the  precise  form  of  entries  in  these  accounts, 
but  in  the  main  they  are  perfectly  clear  and  simple,  and  such 
as  any  articled  clerk  of  two  years'  standing  would  easily  make 
up.  At  the  risk  of  repetition,  I  again  commend  to  your 
careful  study  the  form  of  statement  I  have  indicated  for 
executors'  accounts.  Experience  has  shown  it  to  be  concise, 
comprehensive,  elastic,  and  convenient;  but  remember  in 
this,  as  in  all  our  work,  that  an  accotmtant  is  nothing  if  not 
accurate. 

Votes  of  thanks  to  the  lecturer  and  chairman  closed  the  pro- 
ceedings. 


BRISTOL   ACCOUNTANTS'    STUDENTS* 
ASSOCIATION. 


The  First  General  Meeting  of  the  Members  of  this  Aesociation 
was  held  at  Albion  Chambers,  Bristol,  on  Thursday  evening, 
the  9th  August. 

Mr.  £.  O.  Clarke,  F.C.A.,  who  presided,  stated  that  the  meet- 
ing wss  called  to  consider  the  rules  suggested  by  the  Provi>ional 
Co/nmittee,  and  with  one  or  two  elight  alterations,  he  would 
propose  that  they  be  now  adopted. 

Mr.  James  Milne,  A.C.A.,  seconded  the  proposition,  which  was 
carried  unanimously. 

The  Chairmaa  intimated  that  the  next  business  would  be  the 
election  of  officers. 

Mr.  Milne  proposed  that  Mr.  £.  G.  Clarke,  F.C.A.,  be  elected 
first  president ;  he  referred  to  the  interest  Mr.  Clarke  had  taken 
in  the  Association  hitherto,  and  anticipated  that  if  he  would 
accept  that  post  its  future  success  would  be  assured. 

Mr.  William  Grimes  seconded  the  proposition,  which  was 
carried  unaniinoui>ly. 

The  Chairmnn  having  briefly  acknowIod»;ed  the  compliment, 
propoFcd  that  Mr.  Frederick  A.  Jenkins,  F.C.A.,  whose  absence 
from  town  |  rcvented  him  from  attending  that  meeting,  should  bo 
elected  first  Vice-President. 

Mr.  Bernard  Michael  seconded  the  proposition,  which  was 
unanimously  carried. 

Mr.  J.  H.  Watling  was  eluded  Honorary  Treaaurer,  and  Mr. 
Bernard  Michael  Honornry  Secretary  to  the  Association. 

The  Meeting  then  elected  the  Committee,  and  Uie  following 
gentlemen  were  chosen  : — Honorary  Members— Messrs.  James 
Milne,  A.O.A.,  W.  A.  Sully,  AC.*.,  and  F.  N.  Tribe,  A.C.A.; 
Ordinary  Members,  Messrs.  Baber  (Charles  Ware),  E.  H. 
Elsdon  (W.  H.  Griffg),  Watson  Grace  (James  and  Henry  Grace), 
and  E.  N.  Tribe  (Tribe,  Clarke  and  Co.) 

Mr.  Alfred  J.  £.  Williams,  F.C.A.,  was  elected  Auditor. 

A  hearty  vote  of  thanks  to  the  Chairman  terminated  the 
proceedings. 


LIVERPOOL   CHARTERED  ACCOUNTANTS' 
STUDENTS'  ASSOCIATION. 


**  BALANCE  BRBETB." 
BY  W.  L.  JACKSON. 

The  Fourth  Ordinary  Meeting  of  the  above  Association  was 
held  on  Wednesday  Evening,  2dth  of  April,  1883,  at  7  o'clock, 
at  (he  Law  Amociation  Kooms,  Cook  Street.    Present,  Mr.  A, 
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W.  Chalmers,  F.C.A.,  in  the  Chair,  and  a  good  attendance  of 
members.  The  business  of  the  evening  was  to  hear  a  lectare 
by  Mr.  W.  L.  Jackson,  A.C.A.,  on  **  Balance  Sheets." 

Mr.  Jackson  said  : — It  affords  me  great  pleasure  to  endeavour 
to  be  of  any  assistance  in  promoting  the  objects  of  this  Society, 
which  is  one  eminently  adapted  for  farthering  the  benefit,  not 
only  of  students  of  Chartered  Accountants,  and  Chartered  Ac- 
countants themselves,  but  also  in  an  important  degree  that  of 
the  general  public,  whose  interests  it  is  their  duty  to  serve. 
At  tiie  same  time,  I  could  have  wiEdied  that  some  one  more 
qualified  than  myself  had  taken  the  matter  up ;  but  I  will  do 
the  best  that  lies  within  my  power  to  bring  before  you  in  a  short 
practical  manner  the  subject  upon  which  I  am  to  address  yon, 
▼iz.  that  of  "  Balance-sheets."  This  subject  is  one  which  pos- 
sesses a  peculiar  interest  to  Public  Accountants,  for  to  balance- 
sheets  their  duties  are  in  a  special  manner  addressed,  whether 
in  the  audit  of  public  companies,  or  private  persons'  and  firms* 
investigations  respecting  the  position  of  their  affairs,  statement 
of  aiZairs  of  estates  in  banluruptcy,  or  companies  in  liquida- 
tion,  and  also  residuary  accounts'  of  the  estates  of  deceased 
persons,  which  may  practically  be  considered  as  coming  under 
the  same  designation. 

The  science  of  bookkeepiog  is  one  of  which  all  accountants 
should  be  thorough  masters,  and  without  its  aid  it  is  im- 
possible that  they  can  properly  fulfil  the  duties  devolving 
upon  them.    This  is,  however,  but  an  ordinary  branch  of  a 
Chartered  Accountant's  business,  at  the  same  time  what  may 
be  called  the  higher  branches  of  the  accountant's  profession 
largely  involve  the  preparation  and  investigation  of  balance- 
sheets,  and  this,  of  course,  necessitates  in  most  cases  an  investi- 
gation of  the  materials  from  which  the  balance-sheet  is  made 
up,  of  which,  as  a  rule,  the  bookkeeping  constitutes  a  very  im- 
portant part.    A  balance-sheet  in  its  ultimate  form,  as  sum- 
marised, and  ready  for  presentation,  is,  or  should  be,  a  com- 
plete bird's-eye  view  of  the  position  of  the  concern  to  whose 
affairs  it  relates,  and  for  it  to  do  this  in  a  correct  and  intelligible 
manner,  it  is  requisite  that  it  should  be  very  carefully  drawn 
np,  and  care  must  be  taken  that  nothing  has  either  been  omitted 
ascertained  character,  which  do  not  ordinarily  come  within  the 
scope  of  the  bookkeeping,  but  which,  to  properly  make  it  com- 
plete, ought  strictly  to  be  referred  to  in  the  manner  provided 
by  the  form  attached  to  Table  A  of  the  Companies  Act.    As  in 
a  large  number  of  the  oases,  where  the  boolu  have  be^  fairly 
kept,  many  most  important  points  requiring  attention,  such  as 
valuations  of  debts,  stock  and  other  assets,  depreciation  and 
sinking  funds  for  leases,  plant,  <fec.,  <fec.,  and  matters  of  this 
kind,  which  are  often  those  npon  which  errors  and  misstate- 
ments of  the  greatest  importance  arise,  suggest  themselves  to 
a  properly  qualified  practitioner,  almost  on  the  face  of  the  ac- 
count.   A  limited  audit  of  results,  is  to  some  extent  useful, 
but  as  the  results  shown  in  the  balance-sheet  are  built  up  from 
the  whole  transactions  of  the  ooncem  to  which  it  relates,  down 
to  the  most  minute  details,  an  audit  cannot  be  really  satisfac- 
tory, and  may,  in  many  instances,  be  exceedingly  delusive,  un- 
less the  auditor  has  fuUy  investigated  the  books  from  which  it 
is  taken.    It  is  therefore  desirable,  that  where  a  Chartered  Ac- 
countant undertakes  a  limited  audit,  he  should  distinctly  state 
in  bis  certificate  the  extent  to  which  it  has  been  carried,  and 
in  no  case  should  an  auditor  allow  his  name  to  appear  to  an 
unconditional  certificate  of  approval,  unless  he  has  made  a 
thorough  investigation,  down  to  checking  the  vouchers,  and 
the  posting  of  the  books.    A  thorough  audit,  such  as  I  have 
pointed  out,  will  entail,  proportionately  with  the  transactions 
with  which  it  deals,  a  considerable  amount  of  time  and  experi- 
ence, and,  therefore,  it  is  very  undesirable  that  a  Chartered 
Accountant  should  undertake  any  audit  involving  such  con- 
siderations without  adequate  remuneration,  as  otherwise,  un- 
less he  is  prepared  to  give  a  large  amount  of  services  gratui- 
tiously,  he  is  under  a  serious  risk  of  bringing  discredit  both 
npon  himself  and  upon  the  profession.    I  am  of  opinion,  that, 
in  investigating  a  balance-sheet,  the  two  great  points  to  which 
the  most  strict  attention  should  be  directed  are,  1st,  to  ascer- 
tain whether  it  presents  a  complete  and  accorate  statement, 


both  debit  and  credit,  of  the  affairs  of  the  concern  to  which  it 
relates  at  the  time  at  which  it  purports  to  have  been  drawn 
up,  especi^y  as  regards  the  inclusion  of  all  outstanding  lia- 
bUities,  proper  allowances  for  bad  and  doubtful  debts,  for  de- 
preciation, and  when  necessary,  that  stock-taking  and  valua- 
tions are  properly  certified ;  and  2nd,  to  ascertain  that  the 
profits  are  correcUy  arrived  at,  and  especially  to  note  that  no 
items  properly  chargeable  to  revenue  have  been  passed  to 
capital  account.  Subject  to  the  proper  distinction  of  the 
capital  and  revenue  accounts — provided  the  books  have  been 
ordinarily  well  kept— the  balance  of  the  profit  and  loss  account 
will  not,  as  a  rule,  be  far  wrong,  provided  that  the  other  items 
in  the  balance-sheet  coming  under  the  first  heading,  and  show- 
ing the  actual  assets  and  liabilities  of  the  concern,  are  accu- 
rately set  out,  and  it  is  therefore  here  that  the  auditor  has  to 
specially  exercise  his  watchfulness,  for  however  well  in  form 
the  books  may  have  been  kept,  and  however  well  the  details  of 
the  balance-aheet  may  have  been  arranged,  if  invoices  and  ac- 
counts are  omitted  from  among  the  debts  and  liabilities,  or  if, 
on  the  other  side,  the  debts  due  are  overstated,  or  no  deduc- 
tion made  for  bad  or  doubtful  debts,  or  other  assets  are 
overvalued,or  proper  depreciations  not  provided  for,  the  balance- 
sheet  mav  lie  of  a  most  faUaciona  character,  and  simply  calcu- 
lated to  deceive.  It  is,  as  yon  will  no  doubt  at  once  see,  in 
many  cases  most  difficult  to  be  satisfied  that  all  outstanding 
matters  are  properly  set  out  in  the  books,  unless  periodical 
statements  are  received  from  the  creditors  to  refer  to,  and 
periodical  accounts  rendered  to  the  debtors — ^to  be  returned  by 
them  for  amendment  if  incorrect,  and  regularly  certified  valua- 
tions made  of  the  stock,  plant,  machinery,  <ftc.  In  many  cases, 
these  matters  are  not  at  all  or  only  partially  practicable  or  de- 
sirable, and  therefore  the  auditor  requires  to  exercise  all  his  in- 
telligence in  endeavouring  to  arrive  at  a  satisfactory  conclu- 
sion. An  auditor,  in  overlooking  errors,  under  such  circum- 
stances, may  explain  in  defence  that  the  results  certified  were 
taken  from  the  books,  and  that  he  had  not  the  means  of  as- 
certaining  that  anything  had  been  omitted,  or  improperly 
valued,  but  it  is  a  question,  how  far  this  excuse  can  properly 
be  urged  (except  perhaps,  in  cases  where  the  information  was 
altogether  beyond  his  reach)  unless  his  certificate  contains  a 
qualification. 

In  statements  of  affairs  in  bankruptcy  much  more  attention 
is,  I  think,  as  a  rule,  given  to  the  necessity  of  showing  the 
actual  position,  and  less  is  taken  for  granted  in  the  correctness 
of  the  means  from  which  it  is  derived,  than  is  the  case  in  the 
preparation  and  audit  of  the  accounts  of  going  concerns,  in 
which  I  am  disposed  to  think  very  often  too  much  reliance  is 
placed  upon  the  results  worked  out  from  the  books,  without 
sufiicient  care  being  taken  to  see  that  they  tally  with  the 
actual  state  of  the  case. 

1  n  the  short  address  which  I  am  giving,  it  hardly  comes  within 
my  province  to  give  specimen  forms  of  balanoe- sheets,  and  were 
I  to  attempt  it  the  subject  would  occupy  too  great  a  length  of 
time  to  be  dealt  with  properly ;  but  I  should  advise  all  those 
who  are  in  the  accountant's  profession,  either  as  students  or  as 
clerks  and  principals,  to  take  every  opportunity  of  making 
themselves  acquainted  with  the  forms  that  come  before  their 
notice,  either  m  their  own  office,  or  in  published  returns,  and 
to  peruse  the  forms  provided  by  the  Companies  Act  1862,  the 
Begulation  of  Railways  Act  1868,  the  Gas  Works  Clause  s  Act 
1847  (Amendment),  Life  Assurance  Companies  Act  1870, 
Friendly  Societies  Act  1875,  &e. 

In  discussing  this  matter,  I  dare  say  it  will  be  expected  of 
me  to  say  something  on  a  point  that  has  been  agitating  the 
circle  of  accountants  lately,  viz.  the  sides  of  a  balance-sheet 
upon  which  the  assets  and  liabilities  respectively  should  be 
placed,— whether  the  debits  and  credits  should  be  stated  as  in 
the  books  and  trial  balance-sheet,  or  transposed,  as  is  provided 
by  the  Oovemment  forms,  and  as  customary  now  in  published 
balance-sheets.  It  seems  to  me  that  this  is  not  a  matter  of 
any  great  importance,  and  that  the  essence  is  more  to  be  con- 
sidered than  the  form,  provided  the  latter  brings  the  state  of 
affairs  correctly  before  those  who  are  interested,  or  i>efore 
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those  to  whom  the  balance-sheet  may  be  broaght  for  the  pnrpose 
of  induoing  them  to  become  interested,  e.g.  by  giving  credit,  or 
by  taking  shares  in  a  company,  &o,  I  am  of  opinion,  how- 
ever, that  the  form  now  commonly  adopted  in  the  balance- 
sheets  of  public  companies,  in  which  the  items  are  transposed 
in  transferring  them  from  the  trial  balance-sheet  into  the 
snmmarised  form  for  publication,  and  in  which  Uie  liabilities 
appear  on  the  left-hand  side,  and  the  assets  on  the  right-hand 
side,  has  a  great  deal  to  be  said  in  commendation  of  it,  as  this 
form  is  much  more  readily  to  be  understood  by  non-technical 
persons  and  the  general  public.  A  summarised  balance-sheet 
of  a  public  company,  for  instance,  as  presented  to  the  share- 
holders, is  really  understood  by  them  to  be  a  statement  of  its 
affairs,  and  in  a  sense,  of  the  affairs  of  the  shareholders,  to  the 
eitent  to  which  they  are  interested  in  it,  and  in  the  same  way 
the  balance-sheet  of  a  private  individual  or  a  firm,  drawn  up 
in  such  a  manner,  is  a  short  statement  of  his  or  its  position 
and  affairs.  Now,  a  man  usually  considers  that  his  property 
is  "  to  the  good  ** — as  he  would  call  it— or  the  credit,  and  his 
liabilities  "  to  the  bad "  or  debit  side,  and  therefore  it  seems 
more  natural  for  the  items  to  appear  in  this  manner.  I  read 
in  the  papers  the  other  day  of  a  Chinese  citizen,  who  thought 
it  desirableto  open  a  set  of  books  to  show  his  moral  conduct. 
Kow,  supposing  any  of  you  were  to  do  this,  when  you  came  to 
the  final  result  I  think  that  it  would  appear  natural  to  con- 
sider anything  due  to  you  to  be  to  the  credit,  and  vice  versa, 
and  the  same  with  regard  to  your  material  concerns. 

There  is  another  point  also  to  be  considered  if  you  treat 
the  balance-sheet  as  presented  in  the  form  I  have  mentioned, 
as  a  statement  of  affairs,  the  balance  or  profit  and  loss  account 
appears  as  a  balance  after  deducting  the  total  of  the  items  on 
one  side  of  the  balance-sheet  from  the  total  of  tiie  items  on 
the  other.  Presuming  there  is  a  balance  profit,  this  will 
appear  on  the  'debit  side,  in  the  transposed  form.  Now, 
if  carried  down,  as  it  would  be  in  a  statement,  it  will 
be  brought  down  on  the  credit  side,  representing  the  excess 
of  assets,  and  items  practically  treated  as  such,  over  lia- 
bilities. To  illustrate  this  further,  take  the  case  of  a 
balance-sheet  of  books  kept  by  single  entry.  The  assets  ap- 
pear in  the  sheet,  as  taken  from  the  books  on  the  debit  side, 
and  the  liabilities  on  the  credit  side,  the  difference,  subject  to 
certain  corrections  for  partners'  drawings,  (fee,  presuming  there 
has  been  a  profit,  will  then  appear,  practically,  as  a  balance  to 
be  carried  down  to  the  debit.  This  in  both  forms  of  bookkeep- 
ing might  be  apt  to  create  misapprehension,  but  if  before  being 
presented  to  the  public  the  fides  be  transposed,  the  assets 
and  liabilities  and  the  balance  of  profit  and  loss  carried  down, 
would  appear  more  naturally  stated.  A  great  objection  to  the 
transpose!  balance-sheet  is,  that  the  items  are  set  out  on  the 
sides  opposite  to  those  in  which  they  appear  in  the  books,  and 
also  that  the  item,  *'  balance  of  profit  and  loss  **  in  the  bal- 
ance-sheet does  not  so  well  dovetail  in  with  the  profit  and  loss 
account,  which  usuallv  appears  underneath  the  balance-sheet, 
and  the  items  of  which  cannot  be  transposed  without  confusion 
By,  however,  considering  the  balance-sheet  as  a  statement  of 
affairs,  and  the  balance  of  the  profit  and  loss  account  appear- 
ing in  it  as  an  item  to  be  carried  down,  this  difficulty,  I  think, 
loses  some  of  its  point. 

To  take  another  illustration — in  the  form  provided  for  a 
bankrupt's  statement  of  affairs  he  has  to  debit  himself  with 
his  liabilities  and  to  take  credit  for  his  assets,  which  seems 
perfectly  proper.  The  deficiency  is  the  amount  by  which  the 
assets  are  idiort  of  the  liabilities,  and  if  entered  would  be 
brought  down  as  a  balance  to  the  debit.  ]f,  as  was  necessary 
under  the  Bankruptcy  Act  of  1849,  and  is  sometimes  required 
now,  the  bankrupt  has  to  prepare  a  deficiency  account,  this 
balance  is  carried  into  this  account  to  the  debit  from  the  state- 
ment of  affairs,  and  the  bankrupt  is  then  further  debited  with 
any  profits  that  he  may  have  made,  and  on  the  credit  side  has 
to  show  the  disposal  of  these  items.  To  sum  this  question  up, 
I  ma^  again  mention  that  I  do  not  think  that  it  involves  any 
principle  of  importance,  but  as  a  matter  of  convenience,  I  am 
of  opinion  the  transposed  fonn  is  more  likely  to  make  itself 


clear  to  non-technical  persons,  while  to  a  qualified  person  no 
difficulty  can  arise  in  comprehending  the  balance-sheet  in 
either  form.  I  have  now  brought  this  paper  to  a  conclusion— 
a  paper  which  I  am  aware  deals  in  a  very  imperfect  and  frag, 
mentary  manner  with  the  important  questions  arising  out  of 
the  subject  to  which  it  relates.  I  have  confined  myself  to 
dealing  with  the  subject  in  a  general  manner,  and  have  not 
attempted  to  go  into  details  concerning  the  preparation  and 
audit  of  balance-sheets,  which  it  would  have  been  out  of  my 
power  to  have  done  justice  to  in  this  short  essay.  To  make 
yourselves  thoroughly  acquainted  with  these  matters,  I  should 
recommend  you  to  utilise  the  opportunities  you  have  of  acquire 
ing  information  in  your  offices,  to  study  the  various  baUmce- 
sheets  and  forms  of  such,  to  which  you  may  be  able  to  refer ; 
to  study  "  Pixley  on  Auditing,"  and  the  various  other  books 
relating  to  the  subject  before  us,  which  I  trust  you  will  very 
soon  have  an  opportunity  of  referring  to,  in  the  Ubrary  which 
we  are  endeavouring  to  establish.  By  these  means,  and  by 
practical  work,  you  will  all  become  thoroughly  capable  of  ful- 
filling in  an  intelligent  and  conscientious  manner  the  duties 
devolving  upon  you  in  your  profession,  and  so  do  your  share 
in  maintaining  and  increasing  its  character  and  prestige. 

A  discussion  afterwards  took  place,  in  which  Messrs.  A.  W. 
Chalmers,  D.  L.  Chalmers,  James  A.  Cariss,  Bastwood,  and 
Howorth  took  part. 

Votes  of  thanks  to  Lecturer  and  Chairman  brought  the  meet- 
ing to  a  close. 


CHARTERED  ACCOUNTANTS'  STUDENTS' 
SOCIETY   OF   LONDON. 


THE  COMPANIES  ACTS  1862-80. 

A  Meeting  of  the  above  Society  was  held  on  May  22nd,  Mr. 
G.  Sneath,  F.C.A.  in  the  chair,  when  Mr.  J.  R.  Ellerman, 
A.C.A.  delivered  the  following  lecture  on  the  Companies 
Acts : — 

Mr.  CHAiauAN  and  Gentlbuen,— The  subject  of  my  lecture 
this  evening,  viz.  the  Companies  Acts  1862  to  1880,  is  one  of 
great  importance  to  accountants  and  to  accountants'  students. 
Partnerships  consisting  of  numerous  members,  with  a  capital 
divided  into  shares,  transmissible  by  any  of  the  shareholders 
without  the  consent  of  the  others  of  them,  struggled  into  exist- 
ence during  the  end  of  last  century.  Various  Acts  of  Parlia- 
ment from  time  to  time  were  paiised  relating  to  these,  but  all 
were  repealed  by  that  very  comprehensive  statute  Imown  aa 
the  Companies  Act  of  1862,  with  which  must  be  read  the 
amending  Acts  of  1867  to  1880. 

I  propose  to  divide  my  lecture  into  four  heads : — 

(1.)  The  formation  of  companies  and  membership  therein. 

S2.\  Administration  of  companies. 
3.)  The  rights  and  liabilities  of  members. 
4.)  The  dissolution  and  winding-up  of  companies. 
And  m  dealing  with  these  my  object  will  be  to  draw  attention 
to  the  points  I  consider  of  most  use  to  us. 

First,  as  to  formation  of  companies  and  membership  therein. 

Every  ordinary  partnership  naving  gain  for  its  object  (ex- 
cept a  oompany  engaged  in  working  mines  under  the  Stan- 
naries Acts,  or  formed  by  private  Act  of  Parliament  or  by 
Royal  Charter,  and  consisting,  if  for  banking  purposes,  of  more 
than  ten  persons,  or  for  other  purposes  of  more  than  twenty 
persons  mutt,  or  any  seven  or  more  persons  associated  for  any 
lawful  purpose  map,  form  themselves  into  a  oompany,  with  or 
without  limited  liability,  by  subscribing  their  names  in  the 
presence  of  a  witness  to  a  document  called  the  memorandum 
of  association,  which  must  be  stamped  as  a  deed,  and  wherein 
the  following  partieulars  must  be  set  forth.  In  an  unlimited 
company— > 

!1.)  The  name  of  the  oompany. 
2.)  The  aitoation  of  the  registered  office  in  the  Unite4 
Kingdom. 
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(8.)  The  objeeto  for  which  the  oompany  is  formed. 
For  lunifted  eomiMUiiiee,  of  which  there  are  two  kinds,  the 
.  memoraiidiim  of  aaaoeiation  of  those  limited  by  shares  most 

•  contain — 

(I.)  The  name  of  the  company,  with  **  limited  *'  as  the  last 

*  wora. 

(2.)  The  situation  of  the  registered  office  in  the  United 
.  Kingdom. 

iB,)  The  objeets  of  the  oompcaiy. 

14.1  A  declaration  that  the  member's  liability  is  limited. 

(5.)  The  amount  of  the  nominal  capital,  divided  into  shares  of 
a  fixed  amount,  and  subject  to  the  following  regulations,  viz. 
that  no  subscriber  shall  take  less  than  one  share,  and  that 
'^aeh  such  subsoiiber  shall  write  opposite  his  name  the  num- 
ber of  shares  he  takes.  These  regulations,  be  it.observed,  also 
apply  in  the  ease  of  unlimited  eompanies,  and  companies 
limited  hj  guarantee,  having  their  capital  divided  into  shares. 

For  the  other  kind  of  compsay  with  limited  liability,  via. 
-compaaiee  limited  by  guarantee,  the  memorandum  of  association 
moat  contaia : — 

(1.)  The  ntme  of  the  company,  with  "  limited  '*  ai  the  last 
'word. 

(2.)  The  situation  of  the  registered  office. 

(3.)  The  objects  of  the  oompaoy. 

(4.)  A  deeuration  that  each  member  in  case  of  a  winding- 
up  undertakes  to  contribute  during  meBberthip,  or  within  one 
year  after  memberehip,  such  amount,  net  ezoeeding  a  certain 
fixed  sum,  to  the  amets  of  the  oompany  as  ihaU  be  required  for 
payment  of  liabilities  contracted  during  membetship,  and  the 
expeneee  of  winding-up. 

The  memorandum  of  association  of  a  company  limited   by 
aharesy  may  be  altered  if  authorised  by  ite  original  regulatioDSy 
or  othcrwiie  by  spedal  reeolntion,  lo  is  to  increase  iti  capital,  to 
consolidate  and  divide  its  capital  into  sharee  of  a  smaller  or 
larger  amount,  to  convert  iti  paid-up  shares  into  stock,  to  leduoe 
iti  capital  and  the  amount  paid  op  on  the  sharee,  to  make  Uie  lia- 
bility of  its  direetois  unlimited,  to  return  undivided  profits  in  re- 
duction of  paid-up  capital,  to  create  a  reserve  UabiUty,  and  to 
change  its  name  (which  latter  power  is  also  given  to  unlimited 
companies  snd  taose  limited  Vy  guarantee) ;  but  it  cannot  be 
altssed  ftirtiier ;  therefbre  it  is  neoeseary  in  stating  the  objects  of 
the  company  to  make  them  aa  comprehensive  as  possiole ,  ss 
any  act  done  by  the  company  ontiide  the  powen  contained  in 
the  BMmorandnm  of  association  ii  illegal,  snd  involves  the  usual 
penalties  of  uUra  vtrst  aeti.    The  memorandum  of  aesociation 
is,  so  to  Q)eak,  the  ooostitntion  and  frame  of  the  co  mpaoy ; 
the  company  muBt  not  trade  outnde  ite  terme.  The  memorandum 
of  assDcutton  may  in  case  of  a  oompany  limited  by  ehares,  and 
miui  in  companies  limited  by  guarantee  or  unlimited,  be  accom- 
panied when  registered  by  articles  of  anociation  prescribing  the  I 
regulations  of  the  company,  which  must  be  stamped  as  a  deed 
and  signed  by  the  signatories  to  the  memorandum  of  association 
in  thepresence  of  a  witneis,  and  mast  be  printed  in  eeparate 
paragraphs  numbered  consecutively,  and  such  articlee  shall  in  the 
esse  of  a  company,  whether  limited  by  guarantee  or  unlimited, 
that  has  its  camtal  divided  into  shares,  state  the  amount  of  the 
nominal  capital,  and  in  the  ease  of  a  company  that  has  not  its 
capital  divided  into  shsres,  the  proposed  number  of  its  memberi. 

when  a  company  limited  by  iharee  it  restored  without 
articles  of  associatimi,  table  A.  of  the  Gompames  Aots  1862  is, 
as  fur  aa  applicable,  to  govern  the  oompsny.  The  regulatione  in 
table  A.,  it  must  be  borne  in  mind,  have  no  parliamentary  sanc- 
tion, snd  are  only  ^ven  as  a  iort  of  model.  The*  regulatione  con- 
tained in  the  articles  of  amoeiation  generally  provide  for  the 
tranafer,  transmission,  and  finfritnre  of  ehares ;  the  power  to  con- 
vert them  into  stock,  and  the  power  to  increaee  the  capital ;  ae  to 
when  general  meetings  shall  be  held,  the  proceedinga  and  votes 
of  members  thereat,  the  number,  quslification,  diequaliflcation, 
poweri^  proceedings,  and  remunerauon  of  the  directors ;  as  to  the 
payment  of  dividendi,  the  keeping  of  true  accounts  snd  the 
auditing  thereof,  with  regulations  ss  to  the  auditor's  appoint- 
ment, remuneration,  and  duties,  &c.  And  alio  the  event  (if  any) 
upon  the  ooeurrenoe  of  which  tlie  oompany  is  to  be  dissolved. 


%  On  the  subject  of  Directors  and  Auditors,  I  propose  to  say 
a  few  words  in  the  second  head  of  my  lecture. 

The  company  has  i>ower  by  special  resolution  to  alter  any 
of  the  regulations  contained  in  the  articles  of  association  which 
are  again  subject  to  future  alterations ;  the  permanence  of  the 
general  constitution  and  frame,  as  I  have  already  pointed  out» 
being  secured  by  the  memorandum  of  association.    A  special 
resolution  is  a  resolution  pamed  by  a  majority  of  not  less 
than  three-fourths  of  the  members  present   in  person  or  by 
poxy  at  a  meeting,  and  oonfirmed  at  a  subsequent  meeting, 
held  not  less  than  fourteen  davs  or  more  than  a  month  after- 
wards ;  unless  a  poll  is  demanded  liy  five  members,  the  chair- 
man's declaration  is  sufficient.    Notioe  of  the  meeting,  and  the 
votes  of  members  thereat,  are  determined  by  the  regulations 
of  the  company ;  if  there  be  no  regulation  as  to  voting,  each 
member  has  one  vote.    A  copy  of  the  special  resolution  must, 
under  a   penalty,  be    forwuded  within  fifteen  days  to  the 
registrar,  and  every  copy  of  the  articles  of  association  issued 
afterwards  must  have  the  alteration  annexed. 

The  memorandum  and  articles  of  association  (if  any) 
are  forwarded  to  the  registrar  with  the  proper  fees, 
who  retains  and  registers  Ihem,  and  in  return  gives  the 
oompany  a  certificate  of  incorporation  which  certifies  that  the 
company  is  duly  incorporated,  and,  in  the  ease  of  a  limited 
oompany,  that  the  oompany  is  limited,  and  is  conclusive 
evidence  that  the  requisitions  of  the  Act  respecting  registra* 
tion  have  been  complied  with.  The  subscribers  to  the 
memorandum  of  association  and  ail  future  members  thereupon 
become,  and  are,  capable  of  exercising  all  the  functions  of  a 
body  corporate,  with  perpetual  succession,  a  common  seal  and 
power  to  hold  lands. 

No  company,  however  formed,  for  a  religioiu  or  charitable 
purpose  not  involving  the  acquisition  of  gain,  can  hold  more 
than  two  acres  of  Isnd  without  the  written  consent  of  the 
Board  of  Trade,  and  by  the  1867  Act,  section  23,  a  company 
of  this  kind  can  be  registered  with  limited  liability,  without  the 
addition  of  the  word  "  limited  *'  to  its  name.  Having  obtained 
the  certificate  of  incorporation,  the  oompany  usually  issues  a 
prospectus  dwelling  in  glowing  terms  on  the  advantages  of  the 
oompany,  with  a  form  of  application  for  intending  members 
to  fill  up  and  return  to  the  oompany. 

By  the  1867  Act,  section  88,  the  prospectus  must  contain 
particulars  of  all  the  contracts  entered  into  by  the  oompany, 
its  promoters  or  directors,  and  any  prospectus  is  fraudulent 
which  does  not  contain  these,  though  the  omission  does  not 
entitie  shareholders  to  have  their  names  removed  from  the 
register  of  members,  but  merely  ^ves  them  a  remedy  agtinat 
the  promoters.    The  prospeotns  is  also  fraudulent  if  it  con* 
ceals  material  facts  or  misrepresents  them.     A  distinction 
must  be  made  between  exaggeration  of  facts  and  actual  mia- 
representations  of  them.    The  prospectus  is  the  basis  of  the 
agreement  between  the  oompany  and  the  applicant  for  shares, 
and  if  the  prospectus  is  fraudulent,  the  sliareholder  taking 
shares  on  the  faith  of  its  representation   can,  if  he  exercise 
reasonable  diligence,  repudiate  them,  and  cause  the  directors 
to  remove  his  name  from  the  register  of  members ;  but  it  is  his 
duty  to  see  that  they  actually  remove  his  name,  and,  in  case 
they  do  not,  to  oommenoe  an  action  against  them  to  compel 
them  to  do  so.    Should  he  have  acquired  the  shares  by  transfer, 
his  remedy  is  not  against  the  oompany,  but  against  the  trans- 
feror. A  distinction  is  made  between  repudiation,  or  proceedings 
commenced  before  the  winding-up  of  a  oompsny,  and  after- 
wards, as  the  shsreholder  is  liable  to  the  creditors  as  a  con- 
tributory if  it  is  after  the  winding-up. 

The  contract  between  the  applicant  and  the  oompany  is 
completed  by  the  issue  by  the  u&ter  of  a  letter  of  aUotment, 
allotting  a  certain  number  of  sharea  to  the  applicant ;  and  from 
the  time  when  the  company  posts  this  to  him,  he  becomes  a 
member  of  the  oompany  in  respect  of  the  shares  so  allotted.  The 
contract  is  not  bindhig  if  the  application  is  subject  to  a  con- 
dition and  the  allotment  is  unconditional,  and  the 
allotment  must  be  for  the  same  kind  of  shares  as  those 
applied  for.    If  there  is  any  material  alteration  in  the  scheme 
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l>etweeii  the  iasae  of  the  proepeotns  and  the  allotment,  the  ap- 
plieant  can  repudiate  the  allotment,  if  he  do  80  within  a 
reasonable  time. 

Every  company  miut  keep  a  register  of  members,  which 
mast  contain  their  names,  addressee,  and  oocnpations,  and  the 
date  of  their  becoming  or  ceasing  to  be  members,  with  parti- 
culars of  the  shares  and  their  distinctiTd  nnmbers. 

Bnbscribers  to  the  memorandnm  of  association  npon  regis- 
tration are  to  be  entered  in  it,  and  so  is  erery  person  who 
agrees  to  become  a  member,  and  those  whose  names  are  entered 
on  the  register  are  deemed  to  be  members,  and  snch  regbterof 
members  is  primAfhete  CYidenoe  of  membership.  The  share 
or  interest  of  a  member  of  a  company  is  personal  estate,  and 
the  transfer  of  the  interest  of  a  deceased  member  by  his  per- 
sonal representatife  is  of  the  same  validity  as  if  the  deceased 
member  had  made  it.  No  notice  of  any  trust  can  be  entered 
<6n  the  register,  and  members  have  the  right  of  inspecting  the 
register,  except  when  closed.  The  company  hare  power  to 
eloae  the  register,  by  giving  notice,  for  any  length  of  time  not 
exceeding  thirty  days  in  eadi  year. 

All  directors  who  ezerdse  their  rights  as  snch  mast  have 
shares  to  the  extent  of  their  qnalification  entered  on  the 
register,  and  they  will  be  liable  on  them.  Thus  in  the  case  of 
A.  Levita,  he  received  no  notice  of  allotment,  bat  his  name 
was  advertised  as  a  director,  and  he  attended  a  meeting  of 
directors,  and  on  the  company  being  woand>m)  he  was  held 
liable.  So  ^so  in  the  case  of  officers.  In  Wneatcroft's  case 
there  was  neither  sd  application  nor  allotment,  bat  the  shares 
were  de  facto  allotted,  and  as  he  was  an  auditor  of  the  com- 
pany he  was  held  liable ;  bat  in  Gorrssen's  case,  an  auditor  who 
swore  he  had  never  looked  into  the  books  or  done  anything 
more  than  help  in  making  up  the  minute-book,  was  allowed 
to  escape.  1  hope  auditors  of  this  description  are  fast  dying 
out. 

By  section  26  of  the  1867  Act  every  share  is  deemed  to  be 
issued  subject  to  the  payment  of  the  whole  amount  thereof  in 
cash,  unless  it  shall  have  been  otherwise  determined  by  a 
contract  in  writing  filed  with  the  registrar  at  or  before  the 
issue  of  such  shares.  This  section  does  not  apply  when  the 
set-ofT  is  for  cash  presently  payable  by  the  company  as  against 
cash  payable  upon  the  shares  of  the  company,  because  although 
no  money  actually  passes  the  shares  are  really  paid  for  in  ca&. 

I  now  pass  to  the  second  head  of  my  lecture,  viz.  The 
Administration  of  Companies.  The  business  of  a  company  is 
carried  on  by  directors,  who  are  alone  intrusted  with  the 
management  of  the  concern,  but  who  are  usually  appointed  by 
the  shareholders ;  I  say  umally  appointed,  because  in  some 
companies  in  course  of  formation  the  directors  appoint  them- 
selves. They  are  accountable  to  the  shareholders.  The  first 
•directors,  their  numbers,  powers,  qualification,  disqualification, 
&c  are  generally  provided  for  by  the  articles  of  association. 
The  usual  clauses  as  to  the  disqualification  of  a  director  are — 

(1 .}  If  he  hold  any  oflSce  or  place  of  profit  under  the  company. 
2.)  If  he  become  bankrupt  or  insolvent. 
8.)  If  he  be  concerned  in,  or  participate  in,  the  profits  of  any 
eontract  with  the  company. 
But  he  will  not  be  disqualified  should  he  be  a  member  of  a  com- 
pany that  has  made  a  contract  with  the  company  of  which  he 
IS  a  director,  though  he  cannot  vote  in  favour  of  such  contract. 
Directors,  in  the  absence  of  any  regulations,  may  determine 
their  own  quorum,  whose  decision  is  sufficient  to  bind  the 
company  in  fJl  ordinary  and  legitimate  transactions  when  duly 
passed  at  a  board  meeting,  and  if  not  so  passed  if  the  other 
contracting  party  had  not  notice  of  the  irregularities. 

Directors  are  »ubjeot  to  control  by  the  shareholders,  who  can, 
by  passing  a  special  rseolutioD,  displace  tbem.  This  right  of  con- 
trol by  the  shareholders  over  the  directors  is  not  an  individual 
right,  and  can  only  be  exercised  bv  a  duly  convened  meeting  of 
the  shareholders  in  accordance  wim  the  regulations  of  the  com- 
pany, when  the  requisite  quorum  must  be  present  and  the  leso- 
Kition  duly  passed. 

There  are  two  kinds  of  meetings  of  companies,  ordinary  and 
extraordinary.    Ordinary  or  general  meetings  are  held  at  stated 
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times,  and  must  be  held  at  least  once  a  year.  By  the  1867  Act 
every  company  must  hold  a  meeting  within  ftmr  months  of  its 
registration,  when  the  direetars  must  retire,  unless  there  ate^ 
special  regulations  to  the  contrary,  this  meeting  is  called  an 
extraordiniary  one.  Ordinary  meetings  are  eonpetent  to  deal 
with  the  passing  of  accounts,  declaration  of  dividends,  eleotioBof 
directors  and  auditors,  and  similar  matters  brought  within  thcdr 

Sowers  by  the  regulations  of  the  company.  All  onsiness  that  is 
eemed  special,  must  be  passed  at  an  eztraordiaaiy  meeting,  and 
no  questions  other  than  those  of  which  notioe  nas  been  duly 
given  can  legally  be  dealt  with  by  such  extraordinary  meeting. 
An  ordinary  majority,  in  the  absence  of  any  regulatJon  to  the 
contrary,  is  only  necessary  to  pass  a  reaolution  ;  but  for  some 
matters,  snch  as  alterations  to  articles,  removing  the  diretftorsy. 
determination  to  wind-up,  &o.  the  Act  requires  that  a  speoiid  re- 
solution riiall  be  paised.  At  ordinary  or  annual  meetings,  the 
directors  submit  accounts  of  the  year'a  trading,  aigned  by  the 
auditor  of  the  company,  which,  if  the  company  is  prosperous, . 
contains  a  report  recommending  the  declaration  of  a  dividend. 

The  power  to  declare  dividends  belongs  to  the  shareholders,  and 
is  not  part  of  the  duties  of  the  directors.  At  these  meetings 
one-third  of  the  directors  retire,  but  are  eligible  for  re-deotion. 

The  auditors  to  a  oompanv  must  under  table  A.  make  a  report 
to  the  members  upon  the  balance-sheet  and  accounts.  In  Spack^ 
man  v.  Eifaiii  it  has  been  decided  that  the  auditors  are  agents  of 
the  shareholders  so  far  as  relatea  to  the  audit  of  the  accounts ; 
and  for  the  purposes  of  the  audit  they  will  bind  the  sbareholderB*. 
But  they  are  not  the  agents  of  the  shareholdera  so  as  to  bind  the 
shardiolders  by  any  knowledge  which  in  the  course  of  the  audit 
they  may  have  acquired  of  any  unauthorised  acta  on  the  part  of 
the  directors.  It  is  no  part  of  their  office  to  inquire  into  the 
validity  of  any  transaction  appearing  in  the  aceomts  of  the 
company* 

This  case  was  one  of  many  decided  as  to  who  were  oontiibn* 
tories  of  tiie  Agriculturists  Cattle  Insurance  Company,  which 
went  into  liquidation  in  1861,  or  before  the  present  Act.  I  am 
sorry  that  tiiere  has  been  no  trial  bearing  on  the  subject  to  my 
knowledge  since  tiie  1862  Act,  as  although  Spaeknum  v.  Evohb^ 
has  always  been  regarded  as  the  authority  on  the  subject,  still  I 
fail  to  see  how  it  governs  auditors  in  the  present  day,  when 
professional  or  real  auditors  have  obtained  such  geneml  public 
recognition  and  confidence.  I  am  glad  to  aee  a  debate  bearing 
on  the  subj<  ct  is  arranged  for  the  6ih  of  June. 

The  directors  of  a  company  fill  a  double  capacity— they  are 
the  agents  of  the  company  to  the  outside  public,  and  they  are 
trustees  for  the  shareholders  of  the  powers  intrusted  to  them. 

All  deeds  requiring  the  company's  execution  must  have  the 
company's  common  seal  impressed  on  them,  and  be  signed  by 
at  least  one  director,  the  number  being  generally  two.  AU 
share  certificates  must  be  sealed,  and  eadi  share  must  be  dia- 
tinguii^ed  by  its  particular  number.  When  the  company  ia 
limited,  the  directors  must,  when  they  sign  cheques  or  bills, 
see  that  the  word  "  limited  "  is  the  last  word  of  the  name  of 
the  company,  or  if  they  are  dishonoured,  the  direetor  wiU 
be  personally  liable  for  them  together  with  a  penalty  of  £60. 
They  must  also  take  this  precaution  in  giving  written  orders. 

Every  company  must  keep  a  register  of  mortga^pes  (if  any), 
containing  puticnlars  of  the  property  charged,  which  mast  be 
open  to  the  inspection  of  members  and  creditors  of  the  com- 
pany. 

Every  limited  banking  company,  and  every  insurance  com- 
pany, and  every  deposit,  provident  or  benefit  society,  before 
commencing  business,  and  on  the  first  Monday  in  February, 
and  again  on  the  first  Monday  in  August  in  each  year,  mnat 
draw  up  and  affix  in  a  conspicuous  place  in  its  registered 
office,  and  in  every  place  of  its  business,  a  statement  setting 
forth  ^e  capital  of  the  companv,  divided  into  shares,  on  the 
preceding  first  day  of  Januarv  (or  July),  the  total  number  of 
shares  issued,  the  amount  of  the  calls,  the  amount  of  the  calls 
received,  and  the  amount  of  the  company's  liabilities  and  as- 
sets (giving  particulars  under  several  heads),  and  every  member 
or  creditor  is  entitled  to  a  copy  of  this  on  payment  of  a  som 
not  exceeding  sixpence. 
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£▼017  eomjmaj  not  baTing  a  oftpital  divided  into  shares, 
innst  keep  at  its  registered  omee  a  register  of  the  names,  ad- 
dresses, fta  of  its  direoton  or  managers,  and  most  send  a  oogf 
of  SDdi  register  to  the  registrar,  to  whom  also  any  change  in 
the  offieials  mnst  he  notified. 

£707  oompany  mnst  keep  minutes  of  the  proceedings  of 
general  meetings,  and  of  all  the  hoard  meetings  of  its  directors, 
and  these  should  be  signed  by  the  chairman  of  the  subsequent 
meeting. 

On  the  fourteenth  day  after  the  first,  and  each  succeeding, 
annual  meeting  of  a  company  haTiug  its  capital  divided  into 
shares,  an  annual  return  must  be  made,  and  transmitted 
vnthin  seren  days  to  the  registrar,  containing  the  following 
particulars :  the  names,  addresses,  and  occupation  of  members, 
and  the  number  of  shares  held  by  them,  together  with  a  sum- 
maiy,  speaSjiDg  the  nominal  oa]jital  of  the  compaoy,  with  the 
number  of  shues  into  which  it  is  divided,  the  number  of 
shares  taken,  the  amount  of  calls  made,  the  total  amount  of 
cells  reoeiTed  and  un|»aid,  the  number  of  shares  forfeited,  and 
the  names  and  particulars  of  those  who  have  ceased  to  be 
members  since  the  last  return. 

Power  is  given  to  companies  by  writing  under  common  seal 
to  refer  to  arbitration.  A  company  limited  by  shares,  by 
passing  a  special  resolution,  is  silowed  by  the  Companies 
Act,  1867,  sections  9  and  15,  to  reduce  the  shareholder's  lia- 
bility to  make  further  payment  on  his  sharet ;  but  the  reduction 
must  be  carried  out  under  an  order  of  Court,  which  must  be 
obtained,  and  the  company  must,  after  passing  such  special 
resolution,  add  to  its  name,  until  such  date  as  the  Court  may 
fbi,  the  words  **and  reduced.*'  The  Companies  Act,  1877, 
allows  of  reduction  by  cancelling  lost  capital,  paying  off  capi- 
tal in  excess  of  the  wants  of  the  oompany,  either  with  or  with- 
out reducing  the  liabili^  remaining  on  the  shares,  and  can- 
celling shares  which  have  never  been  issued. 

I  now  come  to  the  third  heed  of  my  lecture,  namely — ^The 
Bifl^ts  and  Liabilities  of  Memben.  Subscribers  to  abortive  com- 
penies  are  not  liable  for  e^enses  incurred  in  attempting  to  get 
ihemn^.  Members  in  a  company  are  entitled  to  see  the  accounti, 
to  ^»point  directon  end  auditors,  and  to  &K.  their  ramnneration ; 
to  have  copies  of  the  company's  memorandum  and  srtides  of 
asmdation ;  to  have  copies  of  aU  special  resolotioos.  to  inspect 
tiM  register  of  mortgagee  and  register  of  members ;  and  if  the 
members  are  diitatisfied  with  the  workiBg  of  the  oompany,  upon 
the  application  of  members  holding  not  1^  Uisn  one-fifth,  or— if 
abaiuciDg  oompany ~  one- third  of  the  tbaree,  or  of  eoe-flfth  of 
the  members  if  the  capital  in  not  divided  into  shares,  the  Board 
of  Trade  will  appoint  mspectors  to  examine  the  bocks  and  docu- 
ments and  the  officers  of  the  compaoy  on  oath,  and  report  their 
c^nioa  to  that  Board.  A  eo^  of  this  report  is  to  be  sent  to  the 
company,  aod,  if  they  desire  it,  to  the  abareholders  requiring  the 
investigation.  The  company  may  also,  by  special  resolutioD, 
appoint  such  inspectors  (or,  as  they  are  more  usually  called,  a 
committee  of  investigation)  with  like  powers  to  report  to  such 
persons  as  it  may  dirieet.  Copies  of  these  reports  under  the  com- 
peny's  seal  are  admisnble  as  evidence  of  the  opinion  of  the  in- 
spectors in  any  legal  proceedings.  The  members  have  power  to 
determine  that  the  compsny  shidl  be  wound-up,  and,  within  cer- 
tain limits  which  I  have  already  poiuted  out,  to  alter  the  con- 
stitntion  of  the  compaoy. 

As  Uie  directors  or  the  ofiUnals  appointed  bv  them  have  alone 
power  to  bind  the  oompany  as  its  sgents,  their  powers  in  every 
transsction  mnst  be  exercised  for  the  sdvantage  of  the  members, 
and  tbef  will  be  held  accountable  for  loews  in  cases  of  gross 
colpable  negUgenoe.  The  mutilation  or  falsification  of  the  books 
of  the  company  by  any  oiBcer  or  contributory  is  a  misdemeanour. 
A  company  is  not  bound  by  fraudulent  acts  of  directors  entered 
into  on  its  behalf.  Promoters  also  who  make  profita  by  aelUng 
ptoperty  to  a  oompany  without  a  complete  disdosore  of  all  the 
nets,  wUl  be  ordered  to  refund  to  the  company  the  mone|s  un- 
istrly  obtained.  The  chief  ouesUon  which  coounonly  ocours 
between  the  company  and  its  mdividasl  members,  rdates  to  the 
payment  of  money  due  from  them  in  respect  ot  calls.  The 
powers  of  directors  to  make  calls  must  be  sivictly  foJlowed,  end 
generslly  the  directors  sre  empowered  under  the  regulations  of 


the  company,  if  the  calls  be  nnpaidt  to  declare  the  shares  of  the 
ddaulteis  foifeiied.  This  power  mnst  in  no  case  be  exercised 
for  the  member's  benefit,  and  if  niira  nrm  it  can  be  set  sside. 

The  traaafer  of  ahares  must  generally  be  by  deed,  and  if 
there  is  no  power  in  the  srticles  for  directors  to  reject  propoeed 
memben,  shareholders  can  transfer  their  eharee  to  any  one  they 
|dease,  provided  they  do  so  out  and  out  witi&out  reserving  any 
mterest  for  themselves,  and  without  any  misrepreeentations  ss  to 
the  consideration  or  ss  to  the  deicription  of  the  transferee ;  the 
trsnsfrr  too  must  be  perfectly  open  and  without  fraud.  Where 
the  directors  have  power  to  reject,  such  power  must  be  used  by 
them  with  a  view  to  protect  the  shsreholders,  and  not  to  restrict 
the  right  of  transfer.  In  esses  of  unnecesiary  delay,  the  ebare- 
holder  can  apply  to  the  Court  for  redrees.  If  sny  formalities 
remain  to  be  done  before  the  transfer  is  complete,  and  a  winding- 
up  takee  place,  the  Court  cannot  dispense  with  those  formalities 
snd  rompiete  the  transfer,  but  the  tiansferor  will  remain  liable. 
The  liability  of  members  of  a  limited  company  is  limited  in  the 
esse  of  existing  or  present  members  to  the  smount  unpaid  on 
their  diares,  or  if  the  company  ia  limited  by  guarantee  to  the 
extent  of  their  guarantee ;  and  in  the  caae  of  pereons  who  have 
ceased  to  be  members  within  a  year  of  the  commencement  of  the 
winding-up,  to  a  amilar  extent ;  but  the  latter  are  only  called 
upon  to  contribute  after  the  calls  paid  by  the  existing  members 
are  exhausted,  and  then  only  for  the  payment  of  existing 
debts,  which  were  owing  when  they  ceased  to  be  members. 

If  a  limited  company  be  carried  on  for  more  than  six  months 
after  the  number  of  members  has  been  reduced  to  less  than 
seven,  the  liability  of  each  member  who  is  cognisant  of  the  fact 
is  unlimited.  In  limited  banking  companiea  issuing  notes,  the 
members  ars  liable,  in  addition  to  the  amount  unpaid  on  their 
aharee,  to  the  whole  amount  of  the  iaiue. 

I  now  come  to  the  fourth  head  of  my  lecture^The  Dis- 
eolution  and  Winding-up  of  Companies.  In  the  limited  time  at 
my  disposal  I  do  not  propose  to  do  more  than  touch  generally 
upon  the  powers  and  duties  of  liquidators  in  the  winding-up  of 
oompsniee,  feeling  sure  that  this  large  snd  important  subject 
wUl  be  deslt  with  by  some  future  lecturer. 
'  An  unregistered  company,  that  is,  one  formed  previous  to  the 
1862  Act,  consisting  of  more  than  seven  members,  but  not  in- 
cluding railway  companies  incorporated  by  Act  of  Parliament, 
can,  by  the  1862  Act,  be  wound-up  by  the  Court  of  Chancery  in 
any  one  of  three  events.  Fir^t,  when  the  company  is  dissolved 
or  has  ceasdd  to  csrry  on  business,  or  is  only  carrying  it  on  lor 
the  purpose  of  winding-up.  Secondly,  whenever  the  company 
is  unable  to  pay  its  debts.  Thirdly,  srhenever  the  Court  thinks 
it  just  and  equitable  that  the  company  should  be  wound-up. 

There  are  three  ways  in  which  registered  companiea  may  be 
wound-up :  firat,  compulf  orily  by  the  Court ;  eecondly,  volun- 
tarily under  the  control  of  the  shareholders  ;  and  thirdly,  volun- 
tarily under  the  supervision  of  the  Court.  The  events  on  which 
a  registered  companv  maj  be  wound-up  by  the  Court  are— 

(1.)  Whenever  the  company  has  passed  a  special  resolution 
requiring  the  company  to  be  woond-up  by  the  Court. 

(2.)  Whenever  the  company  does  not  commence  business 
within  a  year  of  incorporation,  or  snspends  its  business  for  a 
year. 

(8.)  Whenever  the  members  sre  less  thsn  seven. 

14.1  Whenever  the  compsnjr  is  unable  to  pay  its  debts. 

(5.)  Whenever  the  Court  is  of  opinion  that  it  is  just  and 
equitable  that  the  company  should  be  wound-up. 

By  section  80  the  company  is  deemed  to  be  imable  to  pay  its 
debts,  when  a  creditor  for  a  sum  exceeding  t£50  has 
served  on  the  company  imder  his  hand  a  demand  requiring 
payment,  and  the  oompany  has  for  the  space  of  three  weeks 
neglected  to  pay,  secure  or  compound  the  same,  or  whenever 
execution  issued  on  a  judgment  decree  or  order  obtained  in 
any  court  by  a  creditor  of  the  company  is  returned  unsatisfied 
in  whole  or  in  part ;  or  whenever  it  is  proved  to  the  satis- 
faction of  the  Court  that  the  company  is  unable  to  pay  its  debts. 
The  course  of  proceeding  is  by  a  petition  for  an  (»der  to  wind- 
up,  which  may  be  presented  by  the  company  or  anv  one  or 
more  of  its  creditors  or  oontributories,  or  by  them  all,  or  any 
of  them  jointly  or  separately.    In  the  oase  of  a  oontiibatory 


100    No.  5. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL.  Skftkicbbb  1,  1883. 


the  1867  Act  provides  that  no  oontributorj  ean  present  a 
winding-ap  petition  nnless  the  members  are  le«8  than  seven, 
or  the  contributory  had  his  shares  allotted  to  him  originally, 
or  unless  he  or  lus  wife  or  her  trustee  has  been  registered  in 
zespeot  of  such  shares  for  six  months  during  the  eighteen 
months  preceding  the  presentation  of  the  petition,  or  he  had 
acquired  them  by  the  death  of  their  former  owner.  Over  the 
petition  the  Court  has  complete  control,  and  it  may  dismiss 
it  or  adjourn  the  hearing,  make  an  interim  order,  or  any 
other  order  it  deems  just.  The  Court,  after  presentation  of 
the  petition  and  before  making  the  order,  may  restrahi  further 
proceedings  against  the  company,  and  may  appoint  a  provi- 
sional liquidator  to  protect  the  assets  of  the  company  until  the 
appointment  of  an  official  liquidator.  The  winding-up  is 
deemed  to  commence  upon  the  presentation  of  the  petition, 
and  all  proceedings  by  creditors,  ^spositions  of  the  company's 
property,  and  transfers  of  shares  between  its  presentation  and 
the  making  of  the  order  to  wind-up  are  void,  unless  the  Court 
otherwise  orders.  When  an  order  for  winding-up  (has  been 
made,  a  copy  of  it  must  be  forwarded  to  the  registrar.  No 
action  can  be  commenced  after  the  order  has  been  made 
without  the  leave  of  the  Court  and  subject  to  such  terms  as  it 
may  prescribe. 

The  Court  may  call  meetings  of  the  creditors  and  contribu- 
tories,  and  have  regard  to  their  wishes.  The  process  of  wind- 
ing-up is  conducted  by  an  official  liquidator  or  liquidators 
appointed  by  the  Court,  proyisionally  or  otherwise,  and  the 
Court  can  determine  what  security  they  are  to  give.  Any 
official  liquidator  may  resign,  or  be  removed  by  the  Court  on 
due  cause  shown.  He  must  be  described  as  the  official  liqui- 
dator of  the  particular  company  in  which  he  is  appointed,  and 
he  should  take  into  his  custody,  or  control,  all  the  company's 
property  and  effects,  and  perform  such  duties  as  the  Court 
imposes. 

With  the  sanction  of  the  Court  the  official  liquidator  may 
bring  or  defend  any  action  in  the  name  and  on  behalf  of  the 
company,  compromise  any  claims  or  demands  by  or  against 
the  company,  carry  on  the  business  so  far  as  may  be  necessary 
for  the  ^neficial  winding-up,  sell  the  company's  property,  and 
execute  in  the  name  of  the  company  aU  necessaiy  documents 
and  use  its  seal.  He  may  also  prove  and  draw  dividends  from 
bankrupt  contribntories,  draw,  accept,  make,  and  endorse  bills 
of  exchange  or  promissory  notes  on  behalf  of  the  company, 
raise  money  on  the  security  of  its  assets,  take  out,  if  necessary 
in  his  official  name,  letters  of  administration  of  any  deceased 
contributory,  and  do  all  other  things  necessary  for  winding- 
np  the  company's  affairs  and  distributing  its  assess.  The 
Court  also  may  order  that  he  may  exercise  any  of  the  above 
powers  without  its  intervention.  The  official  Uqnidator  can, 
with  the  sanction  of  the  Court,  appoint  a  solicitor  to  assist  him. 
The  official  liquidator  is  not  personally  liable  for  his  costs;  the 
solicitor  has  no  lien  on  any  documents  in  his  charge  relating 
to  the  winding-up,  but  has  a  lien  for  his  costs  on  any  fund  ob- 
tained through  his  instrumentality. 

The  official  liquidator  cannot  take  a  remuneration  out  of  the 
assets  until  cdl  the  costs  of  the  winding-up  are  paid,  the  rules 
as  to  priority  being — 

[1.)  Petitioner's  costs. 

[2.)  Cost  of  winding-up  (including  the  solicitor's  charges). 

[8.)  Official  liquidator's  remuneration. 

_he  official  liquidator,  as  soon  as  possible,  makes  a  list 
from  the  register  of  members  and  books  of  account  of  the 
company  of  those  liable  to  contribute  to  the  assets.  These  per- 
sons are  called  contribntories,  and  until  it  is  finally  determined 
who  they  are,  includes  everybody  alleged  to  be  liable  to  con- 
tribute. The  official  liquidator  leaves  this  list,  verified  by  affi- 
davit, at  the  judge's  chambers.  It  is  divided  into  two  parts, 
the  first  part  containing  those  who  are  oontributories  in  their 
own  ri^t,  and  the  second  those  who  are  liable  in  a  representa- 
tave  capacity.  The  official  liquidator  obtains  an  appointment 
from  the  Court  to  settle  this  list,  and  gives  eyezy  person  in- 
cluded in  it  four  or  more  days'  notice  of  such  appointment. 
In  settling  this  list  the  Court  has  full  power  to  rectify  the 
register  of  members.    The  present  members  are  inoladed  in 


the  list,  and  form  a  class  called  the  A  class,  and  in  another 
part  of  the  list,  called  the  B  class,  are  included  the  past  mem- 
bers,  or  all  those  who  have  transferred  their  shares  withia 
twelve  months  of  the  date  of  the  commencement  of  the  wind- 
ing-up. 

These  members,  when  placed  on  the  list,  are  liable  to  contribatCv 
when  the  company  is  unlimited,  such  sums  as  shall  be  sufficient 
to  pay  the  debts,  costs  of  winding-up  and  adjusting  the  rights 
of  contributories  among  themselves  ;  but  no  past  member,  as  I 
have  before  explained,  is  liable  to  contribute  in  respect  of  any 
debtor  liability  incurred  after  he  ceased  to  be  a  member,  nor  is 
he  liable  unless  the  existing  members  are  unable  to  satisfy  the 
liabilities. 

In  companies  limited  by  shares  or  guarantee,  contributories 
contained  in  list  A,  or  present  members,  are  liable  to  contribute 
to  the  amount  unpaid  on  their  shares  or  to  the  extent  of  their 
guarantee.  No  set-off  is  allowed  against  any  call  in  the  case  of 
fimited  companies  unless  the  creditors  hare  been  paid  in  full^ 
and  the  call  is  made  to  adjust  the  rights  of  the  contributories. 
This  list  A  must  be  exhausted  before  list  B,  or  past  members, 
can  be  called  on  to  contribute,  and  then  only  when  the  assets 
obtained  are  unable  to  satisfy  the  liabQities.  A  past  member's 
liability  is  limited  in  companies  limited  by  shares — ^fint,  to  the 
amount  left  unpaid  on  his  shares  bv  the  A  contributories  to 
whom  they  have  been  transferred,  and  in  companies  limited  by 
guarantee  to  the  extent  of  his  guarantee;  secondly,  to  the 
extent  of  the  residue  of  debts  contracted  before  he  ceased  to 
be  a  member,  and  still  remaining  due  after  all  the  assets  obtained 
in  the  winding-up  have  been  applied  pari  pasiu  towards  the 
liquidating  of  the  total  debts.  The  law  of  appropriation  applies 
to  past  members.  Any  sunxs  obtained  from  past  members  form 
part  of  the  general  assets. 

The  official  liquidator  obtains  payment  of  these  assets  by  means 
of  calls.  He  applies  to  the  Court,  stating  the  proposed  amount 
of  the  call,  supported  bv  an  affidavit,  and  four  days'  notice  of  the 
day  appointed  for  making  the  call  mast  be  given  to  each  con- 
tributory. The  Court  nuikes  an  order  to  that  effect,  a  copy  of  it 
must  be  served  on  each  contributory.  The  Court  may  fix  a  time 
within  which  debts  are  to  be  proved,  on  pain  of  being  excluded 
from  the  benefit  of  any  distribution  made  before  thej  are  proved, 
and  an  advertisement  is  inserted  in  the  QazttU  and  local  paper 
for  this  purpose. 

The  official  liquidator  examines  sll  claims  sent  in,  separating 
those  which  ought  to  be  allowed  without  farther  evidence,  with 
reasons  for  such  allowance,  from  those  which  ought  to  be  proTed 
by  the  creditors,  and  yarifies  the  same  by  affidavit.  The  Court 
appoints  a  day  for  adjudicating  on  the  proofs  (subject  to  appeal), 
and  only  those  creditors  need  attend  who  are  required  by  notice 
from  the  official  liquidator  to  do  S9.  When  the  claims  are  set- 
tled, the  chief  clerk  gives  a  certificate  of  all  those  allowed,  con- 
taining, first,  those  debts  which  carry  interest,  calculated  to  the 
date  of  the  certificate ;  and  second,  in  another  part  of  the  schedule 
those  which  do  not  earry  interest.  If  a  companv  is  iusoWent^ 
interest  stops  at  the  commencement  of  the  winoing-up,  nnless 
the  creditor  holds  security  above  the  Tslue  of  his  debt.  Previous 
to  the  Judicature  Act  1875,  creditors  could  prove  for  their  debts 
in  full,  and  afterwards  realise  their  security  without  giving 
credit  for  the  same.    This  cannot  now  be  done. 

The  official  liquidator  must  pass  his  accounts  at  the  times 
stated  on  appointing  him,  and  such  accounts  must  be  rerified  by 
affidavit  and  Touched.  It  is  his  duty  to  make  up  and  rectify 
the  oompanv's  books,  and  himself  to  keep  books  and  also  a  ledger 
aooount  with  each  contributory.  Neither  contributories  nor  ers- 
ditors  have  the  right  of  inspecting  the  company's  books  without  an 
order  of  the  Court.  The  official  liquidator  must  ps^  all  moneys  into 
the  Bank  of  England,  to  the  aooount  of  the  Official  Liquidator 
of  the  Company  (which  is  opened  by  an  order  of 

the  Court)  within  seven  days  of  receipt,  unless  the  judge  other- 
wise directs,  under  heavy  penalties,  and  deposit  with  the  Bank  of 
England  all  notes,  bills  and  acceptances  for  payment  when 
due.  The  Court  may  require  any  one  to  deliver  to  the  official 
liquidator  forthwith,  or  vrithin  a  fixed  time,  any  sum,  books, 
papers,  ito.,  which  happen  to  be  In  his  hands,  to  which  the 
company  UpHwA  facie  entitled,  and  has  power  to  arrest  any 
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eontribotoiy  about  to  abscond,  or  conceal  or  remove  any  of 
hifl  property. 

When  all  Uie  anets  have  been  realised  and  the  ooetd  of  the 
windiDg-up  paid,  inclading  bis  own  charges,  the  official 
liquidator  proceeds  to  declare  a  diridend  npon  the  claims,  and 
when  the  winding-up  is  complete  he  must  pass  his  balance- 
sheet  of  receipts  and  payments,  yerified  by  affidavit,  and 
his  final  account ;  and  when  the  sum  due  from  him  as 
appearing  by  the  chief  clerk's  certificate  has  been  paid  into 
the  Bank  of  England,  the  chief  clerk  gives  his  certificate  that 
the  affairs  of  the  company  are  completely  wound-up.  The 
oflBcial  liquidator  then  applies  to  the  judge  for  an  order 
dissolving  the  company,  and  the  company  will  be  dissolved 
from  the  date  of  such  order.  The  order  of  dissolution  must 
be  reported  under  a  heavy  penalty  to  the  registrar. 

The  books,  accounts  and  documents  of  the  company  and 
of  the  liquidators  are  to  be  disposed  of  as  the  Ck>urt  directs, 
but  no  responsibility  is  to  rest  on  any  one  to  whom  they  have 
been  committed  for  not  producing  them  after  five  years. 

When  the  company  has  been  wound-up  voluntarily  under  the 
Bopervision  of  the  Ck>urt  the  same  rule  applies,  and  when 
wound-up  voluntarily  the  rule  is  the  same  with  the  exception 
that  the  shareholders  determine  who  shall  have  the  custody 
of  the  books. 

I  will  now  briefly  consider  voluntary  winding-up.  A  regis- 
tered company  can  be  wound-up  voluntarily: — (1.)  Whenever 
the  time  (if  any)  has  expired,  or  the  event  (if  any)  has  taken 
place,  upon  which  by  the  articles  the  company  was  to  be  dis- 
solved, and  a  general  meeting  passes  a  resolution  requiring  the 
company  to  be  wound-up.  (2 )  Whenever  the  members  have 
passed  a  speeial  resolution  requiring  the  company  to  be  wound- 
up voluntarily.  (3.)  Whenever  the  members  have  passed  an 
extraordinary  resolution  that  the  company  cannot  by  reason  of 
its  liabilities  continue  business,  and  that  it  is  advisable  to  wind 
it  up.  A  resolution  is  extraordinary  when  passed  in  such  a 
manner  as  would  if  confirmed  at  a  subsequent  meeting  have  con- 
stituted a  special  resolution.  Notice  of  the  winding-up  must  be 
duly  advertised.  The  commencement  of  the  winding-up  is  from 
Uie  time  of  passing  the  resolution.  A  company  shall  fVom  the 
commencement  of  the  winding-up  cease  to  carry  on  its  business 
except  so  far  as  is  necessary  for  its  beneficial  winding-up.  All 
transfers  of  shsres  and  dispositions  of  property  (except  with  the 
saoction  of  the  liquidator)  are  void;  but  the  corporate  state 
snd  powers  of  the  compsny  continue  till  its  affairs  are  wound- 
up. 

The  property  of  the  company  is  spplted  in  sstisf  action  of  its 
liabilities,  and  to  enable  the  company  to  do  this  the  members  ap* 
point  a  liquidator  and  fix  his  remuneration,  or  the  company  may 
by  an  extraordinary  resolution  delegate  to  the  creditors,  or  a 
committee  of  them,  the  power  of  appointing  liquiditors.  The 
liquidator  has  the  same  powers  ss  an  official  liquidator,  and  is 
empowered,  with  the  sanction  of  an  extraordinary  resolution  of  the 
company,  to  make  compromises  snd  arrangements  with  creditors 
or  contribntories  for  all  claims  by  or  against  the  company.  The 
liquidator  settles  the  list  of  oontributories  and  makes  auch  calls 
on  them  aa  he  deems  necessary.  Any  arrangement  aanctioned  by 
an  extraordinary  resolution  will  bind  the  company,  and  alao  the 
creditors,  if  acceded  to  by  three-fourths  in  number  and  value  of 
them,  subject  to  the  rij^ht  of  any  contributory  or  creditor  to  ap- 
peal to  tiie  Court  withm  three  weeks  from  the  completion  of  the 
arrangement.  The  Court,  if  applied  to  by  the  liquidator  or  con- 
tributory, may  exercise  the  powers  which  it  might  exercise  if  the 
company^  were  being  wound-up  by  the  Court. 

The  bquidator,  when  authorised  by  a  special  resolution  of  the 
members,  mav  sell  the  whole  or  a  portion  of  the  company's  pro- 
perty to  anoraer  company,  and  enter  into  arrsngement  that  the 
members  may  receive  shares,  policies,  or  other  interest  instead  of 
cssh.  Any  member  dissenting  from  such  arrangement  can  com- 
pel the  liquidator  by  giving  him  notice  within  seven  days  to 
either  desist  tmm  the  anangement  or  purchase  his  interest, 
the  vslue  of  which  is  to  be  detemdned  by  arbitration. 
The  liquidator  may  summon  general  meetings,  and  must,  at 
the  eqd  qi  each  year  (if  the  windlng-np  continue  so  long),  lay 


before  a  general  meeting  an  account  of  what  he  has  done,  and 
at  the  oonelusion  of  the  winding-up  render  an  acoonnt  to  a 
general  meeting  to  be  called  by  giving  at  least  one  month'f 
notice  in  the  Qazeite  stating  its  object,  and  three  months  after 
such  meeting  the  company  is  dissolved,  andjthe  liquidator  most 
report  the  meeting  to  the  Registrar  under  a  heavy  penalty. 
By  section  144  of  the  Act,  1862,  the  costs  of  a  volunta^  wind- 
ing-np  are  payable  out  of  the  assets  of  the  company  in  priority 
to  all  other  claims. 

A  voluntary  winding-up  does  not  bar  the  right  of  any 
creditor  to  have  the  company  wound  up  by  the  Court,  if  the 
Court  thinks  the  rights  of  such  creditor  will  be  prejudiced  by  a 
voluntary  winding-up,  but  the  Court  may  provide  for  the  adop- 
tion in  the  winding-up  by  the  Court  of  any  of  the  proceedings  of 
the  voluntary  winding-up.  It  is  in  this  way  that  the  third  mode 
of  winding-op,  namely,  voluntary  liquidation  under  the  super- 
vision of  the  Court,  ususlly  arises.  In  this,  the  liouidator  is  sub- 
ject to  any  restrictions  imposed  upon  him  by  the  Court,  and  he 
exercises  all  his  powers  aa  if  the  winding-up  were  simply  voluntary. 
In  other  respects,  including  the  staying  of  actions,  such  an  order 
for  winding-up  hss  the  same  effect  as  a  win<Ung-up  b^  the  Court, 
When  it  appears  that  any  past  or  present  director,  liquidator,  or 
officer  has  misapplied  the  moneys  of  the  company,  or  been  gnUtj 
of  a  breach  of  trust,  the  Court  may,  on  the  application  of  the 
liquidator,  a  creditor,  or  contributory,  order  Uie  delinquent  to  re- 
fund with  such  interest  as  seems  just,  and  may  order  such  delia- 
quent  to  be  prosecuted. 

I  have  now  brought  my  lecture  to  a  close,  and  sincersly  ho|ie  it 
may  be  of  some  slight  use  to  the  members,  but  I  am  eonsdoos 
that  I  have  failed  in  this  short  lecture  to  give  anything  like  an 
idea  of  all  the  various  pointa  arising  upon  the  Gompanisa'  Aots, 
In  fact,  in  the  short  space  of  time  allowed  for  a  lecture  of  thit 
kind  it  would  be  impossible  f6r  me  to  do  so. 


MANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


At  a  af  eeting  of  the  Manchester  Accountants'  Btndents'  So- 
ciety, held  on  the  2nd  April,  Mr.  Edwin  Guthrie  read  the  lol- 
ing  paper  on 

DBPBBOUTION  AHD  BIMKIKa  TUNDB. 

Of  all  the  interesting  questions  which  arise  for  oonaideration 
in  connection  with  accounts — especially  commercial  accounts 
—  those  in  relation  to  depreciation  and  sinking  funds  are  the 
most  open  to  controversy.  It  is  not  in  respect  of  the  fact  of 
chargeability  itself  that  differences  of  view  arise,  bnt  as  to 
volume  and  mode  of  charge.  They  are  not  aa  a  rule  precisely 
measurable  quantities,  but  such  as  must  be  assessed  at  discre- 
tion and  judgment,  based  upon  observations  and  experieno9. 

They  are  elements  of  charge  more  or  less  important,  as  the 
case  may  be,  in  every  profit  and  loss  account,  of  manuf^turers 
or  traders,  whose  business  involves  the  employment  of  machin- 
ery, or  the  ownership  of  bnsiaess  premises.  The  incidence  of 
charge  under  these  heads  bears  also  in  many  directions  beyond 
the  circle  of  trade  pure  and  simple.  Every  balance-sheet  or 
statement  of  affairs  is  consequently  affeeted. 

Having  regard  to  the  oharaeter  and  motives  of  this  sodefy,  I 
propose  to  make  this  paper  in  a  great  measure  illuatrative, 
and  if  I  am  sneoessf  ul  in  presenting  a  distinct  view  of  the 
prindpUi  involved  in  the  assosning  of  these  dhargea,  I  shall  bo 
content,  without  attempting  to  elaborate  the  more  complex 
phases  which  are  presented  in  certain  financial  drcumstanoai. 

First  let  us  take  the  comprehensive  case  of  a  manufacturer; 
and  though  the  question  may  appear  a  very  simple  one,  let  na 
first  put  and  find  the  answer  to  the  question,  what  is  a  manu- 
facturer ?  And  what  is  involved  in  the  performanee  of  the  acta 
necessary  to  his  business?  A  manufacturer  is  one  who  pro- 
duces goods  for  sale;  production  impliea  consumption,  the 
vakie  and  volume  of  consumption  represents  the  ooet  of  the 
produce,  the  difference  between  the  volume  or  value  of  that 
which  is  oonsnmed  and  the  volume  or  value  of  that  whiah  ia 
prodaoed  is  the  profit  or  loss  qi  the  maimftwturar. 
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How  important  then  that  the  volume  or  value  of  that  which 
is  consumed  should  be  accurately  ascertaiued.  To  ascertain 
that  volume  or  value  of  cost,  every  constituent  element  must 
be  ascertaioed,  weighed,  and  measured.  What  are  they  in  this 
Qase  ?  What  does  the  manufacturer  consume  ?  Raw  material, 
stores,  labour-direct,  outside  services,  machinery,  and  build- 
ings. These  heads  of  cost  may  be  subdivided  indefinitely,  but 
under  them  are  grouped  the  elements  of  cost  of  most  manu- 
facturers. In  a  manufacturing  concern  all  these  things  are 
eonsumed,  and  at  the  liquidation  of  his  business  there  is  no 
difficulty  in  finding  the  precise  ultimate  result  of  the  operations; 
but  our  object  at  Uie  moment  is  to  ascertain  the  state  of  affairs 
ad  interim^  our  friend  the  manufacturer  desires  to  know  yearly 
or  half-yearly  how  he  is  faring.  He  is,  we  say,  consuming 
material,  stores,  labour,  outside  services,  machinery,  and 
buildings ;  there  is,  however,  an  essential  difference  between 
the  four  first  named  and  the  two  last  named  of  these  elements 
ql  cost.  The  difference  is  (and  in  this  relation  it  ia  the  only 
difference),  that  the  first  enumerated  are  consumed  absolutely 
yrithin  the  period  concerned  except  a  measurable  residue  for 
ipimediate  consumption  in  the  succeeding  pe  iod,  while  the 
last  enumerated  are  consumed  over  a  number  of  years.  From 
ye^r  to  year,  neither  the  precise  value  consumed,  nor  the  resi- 
due of  value  carried  on  from  year  to  year,  is  exactly  measur- 
able. We  have,  therefore,  to  base  these  interim  half-yearly  or 
yearly  accounts  upon  the  assumption  of  a  certain  term  of  use- 
ful existence  of  the  machinexy  or  building.  This  term  is  called 
the  *'  life  "  of  the  machine  or  building. 

Herein  is  indicated  the  principle  upon  which  we  have  to 
]piake  our  assessment,  and  base  our  interim  charges. 

The  following  may  be  taken  as  a  representative  case : — 

A.  B.  undertakes  a  lease  of  2 1  years  of  certain  land  and 
buildings,  subject  to  a  stated  annual  rental.  Certain  neces- 
sary alterations  involve  an  outlay  upon  the  buildings  of  £2,100, 
and  machinery  at  a  first  cost  of  £21,000  is  laid  down.  In  this 
case,  the  rent  having,  of  course,  gone  along  with  other  speci- 
fic charges  in  the  profit  and  loss  account,  we  have  to  provide 
for  the  recoupment  of  the  £2,100  outlay  upon  the  buildings. 
To  accomplish  this  in  the  period,  the  rule  is,  to  divide  the  out- 
lay over  the  number  of  years  of  the  lease,  so  that,  at  the  period 
of  liquidation,  the  realisation  of  the  general  assets  will  yield  a 
return  equal  to  the  total  original  sum  expended. 

If  it  occurs  to  you  at  this  point  to  remind  me  that  a  21  years' 
annuity  of  £100  does  not  represent  the  present  value  of  £2,100, 
we  should  not  disagree ;  I  should  simply  remind  you  in  re- 
sponse that  my  subject  is  not  that  of  profit  and  loss,  but  of 
recoupment  of  capital  outlay,  the  annual  capital  deficiency  of 
specific  outlay.  In  a  trading  concern  the  question  of  interest 
on  such  specific  outlay  is  upon  current  account  in  the  general 
undertaking,  and  the  proper  division  of  profit  and  loss  account 
into  part  one  and  part  two;  the  former  being  the  trading 
division,  the  latter  the  proprietary  division,  is  the  proper  place 
of  adjustment  to  equidise  the  charge  between  year  and  year  of 
the  trading  account. 

That  is  not  the  subject  of  the  evening,  I  mention  it  only  to 
anticipate  any  apparent  obstacle  which  may  have  presented  it- 
self to  the  minds  of  any  students  who  may  have  given  attention 
to  actual  problems. 

By  the  mode  of  treatment  practised,  the  aoooont  really  bears 
a  larger  charge  in  the  earlier  years  of  the  term— by  reason  of 
the  larger  burden  of  interest  incurred —than  the  latter  years, 
bat  this  is  in  fact  generally  counterbalanced  by  the  additional 
cost  of  repairs  in  the  later  years. 

If  the  expenditure  be  not  outlay  upon  structural  alterations, 
as  supposed  in  the  case  given,  but  simply  purchase-money,  the 
same  rule  is  generally  practised,  that  is  to  say,  the  equal  divi- 
sion of  the  purchase-money  over  the  number  of  years. 

If  this  is  done  advisably  and  with  the  deliberate  intention  of 
lightening  the  burden  of  the  future,  the  defence  of  this  practice 
is  a  good  one:  but  as  a  matter  of  actuarial  precision  it  is  not 
the  true  practice,  nor  is  there  in  this  item  the  consideration  of 
any  counterbalancing  expenditure.  The  annual  value  of  the 
expenditure  based  upon  the  rate  of  inlerest  required  as  by  a  • 


landlord,  say  5  per  cent.,  should  be  ascertained,  and  that 
amount  written  against  the  outlay  after  charging  interest.  In 
this  way  the  incidence  of  the  charge  against  the  working  ac- 
count, which  we  have  already  called  part  1  of  profit  and  loss 
account,  will  be  equal  throughout  the  period. 

The  same  rule  will  apply  to  all  sinking  funds  where  it  is  pro- 
vided that  interest  and  redemption  of  principal  money  should 
be  covered  by  equal  annual  instalments. 

If  there  should  be  additional  expenditure  during  the  term  of 
the  lease,  the  same  rule  will  apply. 

Having  provided  for  the  restoration  of  the  capital  expended 
in  an  origmal  outlay  absolutely  irrecoverable  in  its  whole 
amount,  we  have  now  to  consider  how  fairly  to  provide  for  the 
restoration  of  the  capital  expenditure  upon  moveable 
machinery. 

For  simplicity's  sake,  let  us  assume  in  the  first  instance  that 
the  machinery  is  of  one  kind  and  of  equal  average  length  of  life. 
First  observing  that  the  difference  between  this  item  of  depre- 
ciation of  machinery  and  the  sinking  fund  covering  the  cost  of 
the  buildings  abandoned  at  the  end  of  the  lease,  vis.  that  while 
in  the  latter  case  there  is  no  valuable  residue,  in  the  former  there 
is  a  valuable  residue j  we  have  to  assess  in  the  case  of  machinery 
the  amount  of  the  value  of  the  residue  at  the  end  of  its  **  life." 
That  ass'^ssment  is  necessarily  arbitrary,  resting  entirely  upon 
the  exorcise  of  judgment  based  upon  observation  and  experience* 
Assume  that  in  the  case  in  point,  the  life  of  the  machinery  is  the 
term  of  the  twenty-one  years'  lease,  and  that  the  assumed  resi- 
duary value  is  about  one-fourth  of  the  original  outlay,  the  cost 
uf  the  c  nsumption  of  the  machinery  is  about  £15,750  over  the 
period.  A.re  we  then  to  follow  the  principle  settled  in  the  case 
of  leases,  and  divide  this  quantity  into  21  equal  parts  to  ascer- 
tain the  annual  cost  of  the  depreciation  of  machinery  ?  and  if 
not,  why  not  ?  and  bow  otherwise  is  the  residue  to  be  reached 
within  the  term } 

If  the  expenditure  upon  machinery  was  the  same  definite  sum 
as  the  expenditure  upon  buildings  under  a  lease,  we  should  havo 
to  say,  treat  it  in  the  same  defined  way ;  but  experience  shows 
that  there  are  comparatively  few  cases  where  an  original  expen- 
diture suffices  the  purposes  of  a  manufacturer.  Improvements 
upon  machinery  already  acquired,  and  the  introduction  of  en- 
tirely now  machines,  bring  about  in  the  course  of  a  term  of 
years,  such  irregularities  of  value,  and  the  proportions  of  value 
consumed  and  left,  that  at  the  end  of  the  term  the  differences  of 
values  would  be  so  irregular,  and  the  number  of  machines  and  of 
the  different  articles  of  the  plant  so  great,  that  in  large  works 
it  would  require  the  employment  of  an  actuary  to  keep  a  precise 
account  of  what  was,  after  all,  a  matter  of  general  judgment, 
subject  to  the  incidence  of  the  whole  range  of  commercial  con- 
tingencies. In  some  works  there  is  a  perpetual  renewal  of 
<*  life,"  by  the  continual  partial  introduction  of  naw  machinery, 
so  that,  a  certain  point  of  reduction — the  point  of  realisable 
value — being  once  reached,  the  value  remains  permanent. 
Moreover  the  ratio  of  the  diminution  of  realisable  value  is 
greater  in  the  earlier  than  in  the  later  years  of  the  life  of 
machinery. 

These  arguments  point  to,  and  the  last  mentioned  considera- 
tion, I  think,  clenches  the  principle  upon  which  depreciation  of 
machinery  should  be  rated,  and  that  is,  after  prudentially  assess- 
ing the  residual  value,  ascertain  what  rate  of  discount  upon  the 
diminishing  annual  value  will  serve  to  reach  that  residual  value. 
Thus  the  rate  of  6  per  cent,  will  write  down  the  sum  of  £21,000 
to  £5,726,  which  approximates  the  estimated  residual  value  at 
the  end  of  the  twenty-one  years,  the  depreciation  over  the  whole 
period  being  £15,274.  This  is  designed  to  provide  for  the  varia- 
tions incident  to  additions  and  displacements. 

The  basis  of  average  is  thus  part  of  the  principle  upon  which 
rates  of  depreciation  may  be  settled. 

At  this  point  the  question  may  vi  ry  properly  be  put.  If  the 
realisable  value  at  the  end  of  the  assumed  period  of  life  is  to  be 
assumed,  why  is  not  this,  the  principle  of  valuation,  to  apply  at 
every  rest  or  period  throughout  the  life  7  I  think  we  shall  find 
no  difficulty  in  arriving  at  the  conclusion  that  such  would  not  ho 
a  true  system  of  interim  asseaament.    Manufaotuzers  and  traders 
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do  not  conetmct  baiinrn  premises  or  lay  down  special  plant  in 
the  intent  of  a  short  period.  It  would  seldom  pay  to  do  so.  A 
Urge,  inrecoyerable  outlay  is  generally  expended  in  the  prepara- 
tion of  a  factory,  and  unlets  speedy  destruction  overtakes  any 
certain  business,  the  method  of  treatment  for  annual  acoountlog 
is  as  of  a  *'  going  concern."  Otherwise,  since  all  machinery  may 
be  said  to  be  second-hand  when  once  it  has  turned  round,  and 
perhaps  unsaleable  then  at  half  its  cost  of  first  purchase  and  erec- 
tion, a  depreciation  of  50  per  cent,  would  probably  not  be  suffi- 
cicnt  to  represent  the  realisable  ralue  at  the  end  of  the  first  year. 
Manifestly  the  career  of  the  business  contemplated  must  have  an 
assumed  term,  and  the  cost  of  the  consumption  of  machinery  and 
other  erections  must  be  attributed  to  the  whole  term  assumed. 

For  fuller  occasional  satisfaction,  prudent  manufacturers  will 
periodically  call  in  professional  valuers,  iiaving  the  necessary  spe- 
cial experience,  to  value  their  plant  and  machinery,  not  necessarily 
annually,  but  perhaps  every  three,  seven,  or  ten  years,  according 
to  the  natuie  of  the  case.  But  every  valuation  so  taken  fur  pur- 
pose of  the  proprietor's  account,  should  be  made  with  regard  to 
cormal  cost  rather  than  to  the  value  on  the  day  of  valuation, 
flatter  and  things  fixed  in  a  permanent  working  position  must 
not  be  treated  in  account  as  following  the  fluctuations  of  the 
D  atket,  for  it  is  not  a  trading  item  that  is  in  question,  such  as 
stock-in-trade,  which  can  be  sold  any  day  without  interruption 
to  the  works.  Such  a  valuation  is  fur  purpose  of  check,  and  for 
ascertaining  that  a  fair  proportion  of  capital  outlay  is  being 
brought  into  account  to  return  the  value  expended  within  the 
period  of  its  remunerative  exhaustion. 

In  assessing  such  amount  care  should  be  taken  that  in  any  ease 


of  uncertaioty  as  to  amount  of  annual  charge  for  depreciation  of 
machinery  and  other  outlay,  ^e  higher  rather  than  the  lower  rate 
should  be  taken  as  the  safer,  not  only  from  ordinarr  prudential 
considerations,  but  in  order  that,  in  the  event  of  some  extraordi- 
nary contingency,  such  as  the  supersession  of  existing  maehinery 
and  appliances  by  new  inventiona,  the  blow  should  not  be  heavier 
than  need  be  under  tnch  extraordinary  circumstances. 

On  the  other  hand,  to  introduce  into  profit  and  loss  aooount 
too  great  a  eharge  for  depreciation  may  be  as  disastrous  as  the 
making  of  too  small  a  charge,  for  by  so  doing,  selling  prioea  of 
the  product  manufactured  may  be  fixed  so  high  as  to  prevent 
the  necessary  volume  of  business. 

Let  us  consider  now  the  relation  of  the  cost  of  repairs  to  de- 
preciation and  annual  value  of  property  in  aocount.  Ought  re< 
pairs  under  all  conditions  to  be  a  charge  direct  to  profit  and  loss 
account,  or  may  they  be  capitalised  and  go  in  augmentation  of 
the  capital  values  ? 

On  this  question  we  cannot  fix  an  imvarying  rule.  In  cases 
where  the  expendit-ore  is  a  regular  quantity,  it  is  clearly  best  to 
charge  all  expenditure  to  profit  and  loss  account  direct,  and  leave 
the  regular  rate  of  depreoiatioa  to  meet  the  constant  cost  of  wear 
and  tear;  but  there  are  other  oases  where  renewals  and  repairs 
are  so  involved  and  incurred  at  intervals  so  irregular  that  the 
fairest  and  most  prudential  method  of  treatment  may  be  to 
charge  all  expenditure  to  the  respective  capital  accounts,  and 
rate  the  charge  for  depreciation  proportionately  high,  so  as  to 
distribute  the  true  cost  truly  over  the  whole  term,  and  prevent 
irregularity  of  charge  as  between  year  and  year  in  respect  of 
expenditure  made  in  the  interest  of  a  term. 
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1,000 


ass 


2,SS3 


15  0 


15   0 

I 


1  he  above  particulars  are  capable  of  being  exhibited  in  the 
following  form  among  the  assets  in  the  balance-sheet : — 

£        s.  d. 

Machinery  Account  10,000    0    0 

Additions  daring  the  half  year  1,000    0    0 

11,000    0    0 
Less  Sales  duriog  the  half-year  ...«         100    0    0 

Total  net  expenditure 10,900    0    0 

Depreciation  Account 2,333  16    0 

Balance  8,666    5    0 

In  all  cases  allow  me  again  to  urge  the  giving  of  the  benefit  of 
any  doubt  to  the  larger  rather  than  to  the  smaller  rate  of  charge. 
In  the  course  of  his  career,  it  is  on  this  point  that  an  accountant 
practising  in  a  manufacturing  district  has  most  frequently  to 
take  a  stand.  Private  proprietors,  managers,  and  directors  of 
public  companies,  are  too  often  prone  to  present  the  best  possible 
a.<ipect  of  the  results  of  their  efforts,  and  some  of  them  will,  if 
they  may,  dwell  for  years  in  a  fool's  paradise,  holding  their  eyes 
shut  to  the  inevitable  day  of  reckoning,  when  it  may  be  found 
that  the  lightening  of  the  charge  against  earlier  years  has  accu- 
mulated a  crushing  burden  for  some  later  unhappy  day. 

The  same  effect  may  happen  not  only  by  the  short  charging  of 
expenditure,  but  by  over-crediting  in  anticipation  of  profits,  as, 
for  instance,  in  the  case  ol  building  societies,  the  practice  of 


bringing  in  to  the  years  in  which  they  are  received  the  pre- 
miums— paid  by  borrowing  members  upon  mortgage  loans — 
which  should  be  distributed  over  the  whole  term  of  repayinent, 
and  in  the  case  of  insurance  companies  the  treating  of  single 
premium  receipts  in  like  manner.  I  do  no  more  than  indicate 
this  as  an  issue  involving  the  same  principle — ^the  aotiuuial 
principle  in  its  application  to  conmiercial  aoooimts. 

Now  as  to  the  modes  of  stating  the  accounts  subject  to  de- 
preciation, and  the  depreciation  accounts  themselves,  there  are 
three  plans  open. 

(1.)  To  reduce  the  principal  account  itself  by  the  amount  of 
depreciation,  and  carry  down  the  diminished  value.  This  plan 
presents  the  advantage  of  simplicity  in  presenting  the  results, 
but  by  it  are  lost  the  totsJ  of  the  expenditure  on  the  one  hand, 
and  the  total  of  depreciation  on  the  other,- up  to  any  given  date 
and  over  any  given  period. 

Another  plan  is  to  keep  the  principal  account  and  its  acoonnt 
for  depreciation  separate,  and  thus  exhibit  the  total  of  each. 
But  in  this  we  lose  sight  of  the  balance  representing  the  di- 
minishing value,  and  this  it  is  frequently  necessary  to  know. 
But  it  is  possible  to  keep  a  combined  account  exhibiting  both 
totals  and  balances,  and  this  is  the  form  I  suggest  as  the  most 
comprehensive.    (See  table  above.) 

So  far  I  have  used  for  simplicity  of  illustration  a  single 
account  as  rated  for  depreciation.  This  is  seldom,  however, 
the  whole  case,  a  very  general  division  being  as  follows :— (a) 
buildings,  (6)  engines,  boilers,  and  gearing,  Jet)  machinery,  (d) 
loose  appliances.    There  may  also  be  (e)  patterns,  (/)  patentS| 
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(g)  goodwill,  (h)  leases.  Bat  by  way  of  presenting  something  like 
a  complete  view  of  the  range  of  capital  items  sabject  to  annual 
or  periodical  reduction  of  valne  for  depreciation,  the  following 
table  is  set  oat.    Although  each  line  has  its  special  featares, 


the  same  principle  of  treatment  is  capable  of  being  applied  to 
them  all  withoat  exception. 

The  following  is  given  as  a  general  sketch  showing  the  yari- 
oas  tenures  and  modes  of  rating  different  property  acoounts. 


Tabu  of  Capital  Items  iubjeet  to  charge  for  Depreciation  and  JRedempUcn,  toith  general  range  of  Rates  and  Remarks  thereupon. 


Objeot  of 
reqnirement. 


Location 


Tenure. 


Perpetual 


Location 


Habitation 


Do. 


Motive  Power 

Producing 
Appliancea 


Fixed  Term 


Freehold 


Land  (Freehold) 


Rates. 


Leasehold 


Leases 


Buildings 
Houses 


Hills 


Buildings 


Motive  PowerjTerm  of  their  Engines,    Boilers 

Life  and  Gearing 

(If   treated  to- 
gether) 
Boilers  if   sepa- 
rately 


Term  of  their 
Life 


Bemarks. 


2  J  o/o  @  4  o/o  on 

diminishing 

values 
2i  o/o  @  6  o/o  on 

diminishing 

values 
As  an  Annuity 
having  regard  to 
interest  or  at  dis- 
cretion, equal  divi- 
sion of  original 
value  by  the  num- 
ber of  years  to  run. 
o/o  @  7  o/o  on 
diminishing  value 


10  o/o  @  12}  o/o 


Do. 


Manipolating 
Appliances 


Do. 


Do. 


Do. 


Do. 


Bo, 


Their    brief 
term  of  Life 


Moving  Maohin-J5  o/o  @  10  o/o  on 
ery  such  as  Fixed  diminishingvalues 
Tools  in  Engineer- 
ing Works,  Spin- 
ing  and  Weaving 
Machinery,  Ao, 

Fixed  Plant,  as 
Blast     Furnaces, 


This  may  either  appreciate  or  depreciate,  according  to  location  ; 
but  is  seldom  subject  to  rapid  fluctuations,  an«)  often  in  the  case 
of  factories  improvement  of  value  is  not  realisable,  except  by 
costly  structural  changes  or  removals.  If,  id  a  case  of  apprecia- 
tion of  land,  the  tenement  is  a  shop  the  trade  of  which  is  directly 
affected,  the  proper  division  and  treatment  of  the  profit  and  loss 
account  will  provide  for  an  increased  debit  to  the  trading  divi- 
sion and  an  increased  credit  to  the  proprietary  division,  and  the 
capital  value  may  be  charged  accordingly. 

As  an  annuity  having  regard  to  interest,  or  at  discretion,  on 
equal  division  of  original  value  by  the  number  of  years  to  run. 
There  being  no  residue  of  value. 

Having  always  a  residue  of  value. 


Having  always  a  residue  of  value. 


This  is  in  the  case  of  absolute  or  presumed  absolute  term. 
Should  there  be  provision  for  renewal  or  renewal  by  usage,  as  for 
instance,  on  payment  of  a  fine  of  one  year's  annual  value  every 
twenty-one  years,  renewing  a  longer  term,  leasehold  buildings 
may  be  treated  for  depreciation  as  if  they  were  freehold,  having 
always  a  residue  of  value. 

Boilers  are  very  often,  and  very  properly,  treated  separately, 
being  subject  to  more  frequent  renewal  than  engines  and  gearing. 


Having  always  a  residue  of  value. 


Divide  by  the 
number  of  years 
Chemical  Plant, 'upon  the  assumed 
Ao. ,  subject  to  life  of  the  Business 
rapid  depreoiation'asif  itwere  alease, 
and  constant  re-'until  induced  to 
pair,  and  of  Uttle.ultlmate  break  up 


ultimate  valne 

Loose  tools  and 
utensils 


Furniture    and 
Fiztorea 

Pattema 


value 

Are  subject   to 
rating  at  the  f ul 
lest  possible  range 
according  to  their 
nature. 
7  o/o  to  12^  o/o  on 

diminishmg 

values 

15  o/o  to  33|  o/o 
on   duninishing 
values 


In  these  cases  no  charge  for  re-erection  should  be  capitalised 
except  to  the  extent  that  such  re-erection  is  an  enlargement  or 
improvement  on  the  old  plant. 


They  may  even  be  treated  as  stock  subject  to  valuation  from 
balance  to  balance. 


They  have  always  some  residue  of  value. 


Here,  but  for  the  fact  that  patterns  constitute  matter  for  a 
separate  account,  and  the  additions  are  numerous  and  constant^ 
and  the  rate  of  depreciation  high,  it  might  be  held  that  they  be 
written  off  over  a  specified  short  term  upon  original  cost,  but 
amongst  other  reasons  for  not  so  doing,  patterns  have  often  a 
goodml  value. 
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Object  of 
requirement. 


Locomotion 


Monopoly 


Business  oon- 
nection 


Tenure. 


The  term  of 
Life 


The  term  of 
the  grant 


Uncertain 


Matter. 


BoUing  Stock 


Patents  and  other 
monopolies 


Goodwill 


Sowing   Seed 
for  future 
return 


Lieidental 


Opening  of  Mines 
and  Quarries 


Inmiediate 


Formation  expen 
ses 


Bates. 


7|  o/o®  15o/oon 
cUminishingyalues 
as  an  annuity  or 
at  discretion 

Divide  upon  the 
number  of  years 
of  the  full  term 
of  life  or  shorter 
estimated  period 
of  value 

As  an  annuity  or 
at  discretion  di 
vide  the  purchase 
money  over  the 
number  of  years 
of  estimated  per 
iod  of  value 

As  an  annuity  or 
at  discretion  in 
equal  annual  divi 
sion  over  the  es 
timated  life  of  Uie 
Business,  or  eeti 


-Li  equal  portion 
on  3  to  5  years 


Bemarks. 


There  being  always  a  residue  of  value  and  generally  a  oonttani 
renewal  and  replacement. 


There  is  no  residue  of  value  except,  perhaps,  in  the  augmenta- 
tion of  the  general  goodwill  of  the  concern. 


It  will  often  be  found  that  proprietors  who  have  ^id  for  a 
goodwill  desire  to  treat  it  of  permanent  value,  but  havmg  regard 
to  all  the  contingencies  of  business,  it  is  never  safe  to  assume  it, 
and  such  premium  value  ought  always  to  be  written  down. 


In  the  opening  of  all  mines  and  quarries,  whether  coal,  metals, 
or  stone,  there  is  always  a  large — ^in  most  cases  an  immense— out- 
lay and  a  long  delay  in  preparing  the  way  for  a  return  of  value. 
A  normal  tonnage  should  be  estimated  over  a  term  of  years  taken 
to  be  the  life  of  the  undertaking.  Thus,  if  there  should  be  dis- 
appointment in  respect  of  tonnage  raised,  the  loss  will  be  Ices  of 


mated  tonnage  of  capital  in  ultimate  liquidation.  Should  there  be  a  yield  in  exoess 
mineral  o^  expectation,  the  rate  may  be  reduced  and  discontinued  alto- 
gether where  break-up  values  have  been  reached. 
8  At  discretion  this  may  be  disposed  of  in  first  year,  or  th« 
amount  may  be  so  small  sa  to  be  thus  properly  dealt  with ;  but 
where  the  amount  is  large,  as  may  be  the  case  in  lar^  transfers 
under  deed,  and  where  large  commissions  are  paid,  it  is  quite  jus- 
tifiable to  spread  the  charges  over  a  limited  number  of  years,  for 
the  expenditure  is  incurred  in  the  interest  of  the  permanent 
working.  


Thus  underlying  every  illustration  it  will  be  seen  that  the 
actuarial  principle,  applied  upon  bases  arbitrarily  settled  by  the 
exercise  of  judgment  founded  on  eiperience,  settles  the  great 
guiding  rule  in  the  rating  of  depreciation. 

There  is  one  large  daas  of  expenditure  which  I  have  not  yet 
specifically  dealt  with,  although  it  is  covered  under  the  rules 
explained.  I  refer  to  the  large  sums  raised  from  time  to  time  on 
public  works  and  for  public  purposes,  such  as  dock  and  harbour 
works,  county,  city,  and  local  board  improvement  purposes,  and 
even  nation^  debts.  The  method  of  dealing  with  these  is  gene- 
rally laid  down  under  some  special  or  general  Act  of  Parliament. 
Such  debts  may  be  either  permanent,  or  their  redemption  may  be 
effected  in  two  ways— (1)  by  equal  annual  instalments  of  the 
principal  money  and  current  interest  upon  the  diminishing  debt, 
or  (2)  on  the  annuity  principle  by  equal  annual  payments  over  a 

fixed  period.  ,      ,  ,...,. 

Under  the  first-named  plan  the  harden  is  a  diminishing  one, 
and  ceases  gradually.  Under  the  latter  the  burden  is  eq>-al  upon 
every  year  of  the  period. 

The  former  system  has  much  in  its  favour.  It  is  certainly 
more  prudential  than  the  latter,  inasmuch  as  it  takes  the  greater 
burden  at  the  time  when  circumstances  are  sufficiently  buoyant 
to  determine  the  outlay,  and  in  the  event  of  any  decay  of  pros- 
perity the  inheritance  of  responsibility  from  year  to  year  is  a 
diminished  burden  ;  and  further,  if  prosperity  continues,  further 
expenditure  and  fresh  loans  become  necessary,  and  there  is  the 
greater  room  for  bearing  the  cost  of  them. 

In  favour  of  the  latter  course,  it  is  olten  urged  that  certain 
expenditure  is  in  the  interest  of  a  long  period  extending  far  into 
the  future,  say  sixty  years,  and  therefore  it  is  not  fair  to  the 
present  to  pay  more  than  an  equal  annual  share  of  principal  and 
interest,  but  upon  tiiis  ruling  the  whole  principal  money  might 
be  carried  on  aa  an  undiminished  quantity  in  perpetuity.  It  will 
readily  oe  seen  how  in  the  erent  of  any  local  depression  or 
decay  the  burden  of  such  indebtedness  might  be  fatal  to  the 
corporate  existence  of  any  given  community  or  trust* 


I  trust  I  have  not  too  far  enlarged  upon  my  subject,  so  as  to  take 
the  mind  from  the  solid  apprehension  of  the  main  argument,  but 
the  subject  is  a  large  one,  and  it  will  be  seen  how  without  thought- 
ful applications  of  ascertained  principles  of  aecount,  and,  I  may 
add,  of  logic  too,  together  with  a  wide-awake  observation  of  the 
changing  conditions  arising  from  new  processes  and  change  of 
appliances  and  legal  regulations,  the  experience  of  even  the 
elders  of  the  profess'on  is  never  a  superfluous  quantity.  Suffice 
now  the  fru^her  assurance,  that  the  cultivation  of  the  faculty  of 
analysis  will  duly  develop  the  power  of  construction  in  relraon 
to  any  questions  arising  under  this  title,  aa  indeed  of  any  ques- 
tion of  account. 


SHEFFIELD  CHARTERED   ACCOUNTANTS' 
STUDENTS'   SOCIETY. 


A  meeting  of  Chartered  Accountants,  and  clerks  eligible  to 
beoome  members  of  the  Institute  of  Chartered  Accountants, 
was  held  at  the  Law  Society's  Booms,  Hoole's-chambers, 
Bank-street,  Sheffield,  on  Monday,  the  80th  July  last. 

The  meeting  had  been  summoned  for  the  purpose  of  receiv- 
ing the  report  of  the  preliminary  committee  which  was  ap- 
pointed to  draft  rules,  and  generally  to  further  the  business 
of  the  Society. 

The  rules,  with  one  or  two  amendments,  were  unanimously 
adopted,  and  the  following  persons  were  elected  officers  of  the 
Society  '.—President,  lir.  Septimus  Short,  F.O.A. ;  Vioe>Presi- 
dent,  Mr.  T.  G.  Shuttleworth,  F.OJL ;  Treasurer,  Mr.  Henry 
Bdk ;  Secretary,  Mr.  John  W.  Best ;  together  with  a  Com- 
mittee consisting  of  Messrs.  S.  T.  Gill,  A.C. A.,  Balph  L.  Foxon, 
A.C.A.,  and  Harry  Short,  A.CJL.,  as  honoraiy  members ;  and 
Messrs.  E.  Beardshaw,  L.  0.  Cropper,  W.  B.  Maxey,  T.  C. 
Parkin,  H.  J.  Wells,  and  John  Wortley,  aa  ordinary  members. 

Messrs.  H.  S.  Gardner  and  John  Archer  were  appointed 
as  AuditorSi 
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A  noniber  of  memberg  nere  enrolled  at  tbc  olofle  of  tha  meet- 
ing ;  and  it  was  anuiged  that  the  list  of  Gret  members,  to  be 
printed  irith  the  mlea  of  the  Bociety ,  shoold  Temain  open  antil 
Uie  20tb  Aagost. 


INTEBMBDUTB  BXAUINAnOM,  JUNE  1833. 
Ahswbrb  to  Qobstiohh. 


1.  "Debit"  Uderived  from  the  Latin  "debore"  {to  owe). 
"CrodiC'ia  deriTed  from  the  Latin  "credere"  (tobelieTe  or 
tnul). 

EUHrus.  Jones  bu;s  £100  worth  of  gooda  from  Brown  and 
the  like  valoe  from  Green,  giving  his  acceptances 
at  3  months  for  the  same.  Jones  (b;  his  goods 
accotmt)  ie  a  debtor  to  them  for  the  goods  they 
reapectiTel;  Bnpplied,  while  they  are  bie  dchtora 
tor  the  acceptances  they  received.  They  aie  his 
debton  in  respect  of  the  said  aoceptanceB,  beeauBe, 
being  "  negotiable  instrnm en tp,"  other  psraons  may 
appear  as  the  "  oredilora  on  aoeeptinces." 

2.  BobinsDii^B  a  debtor  to  Smith  for  the  wheat  obtained  front 
him,  and  a  oreditoi  of  Smith  tor  the  cake  sold  to  him.  Upon 
iaiaiut  of  aeemaa  Boblneon  is  the  debtor  for  £7*  18s. 

If  made  in  the  "Journal"  the  entries  in  Smith's  books 
would  be — 

LONDON,  lOiH  JUNE,  188^,  6 


1> 


Bobinsou,  J Dr. 

To  Wheat  (Goods)  Accomit 
38  qr«.  @  4^6  per  qr.   


Coke  (Goods)  Acoonnt    Dr. 

To  J.  Bobinsou 
6  ewt.  at  8d.  per  lb 


J  „' 


In  Smith's  LedfieT  the  Acoonnt  would  appear 
U  II 

Db.       J.  BOBINSON,  10  High  Street,  Boro',  S.E.       Cb. 


ilTIT 


WHEAT  ACCODKT. 


l  June  10.  Br  I.  Robin- 


CAKE  ACCOtTKT. 


In  Bobineou's  Journal  tbetranaoctions  wonid  be  reversed,  thus: 
LONDON,  10th  JUNE,  1883.  65 


Wheat  (Gaod<}  Aocotmt   Dr. 

To  Smilb,  B. 
88  qra.  at  42/6  per  qr 


Smith,  S,  _.. 

To  Cakfl  (Goods)  Aoooaut 
6  ewt  M  2d.  per  lb 


Mcl  in  big  Ledger  the  A««oiuita  would  tboa  b«  iliowa:— 


S.  SMITH,  Com  Eiohango,  Mark  Lai 


L|J,.l. 


Dh. 

WHEAT  ACCOUNT. 

Ci. 

Juno 

Smith 

ihitli  li 

11    1 

106 

Db. 

CAKE  ACCOUNT. 

106 
Cb. 

Juno 


ByS.  a 


.  II 


3.  As  principal  bookB,  a  Cash  Book  and  a  "  Jonmal;"  tha 
latter  divided  aa  lolloira  :  (a)  Purchases  Book,  (b)  Sales  Book, 
(e)  BiUs  Receivable  Book,  (d)  Bills  Payable  Boot,  (<)  Petty  Cash 
Book,  and,  if  necennaiy,  If)  a  Journal  to  oomplete  entries  not 
oovered  by  either  of  the  above.  In  a  acd  b  I  should  provide  a 
Discount  column.  As  sobsidiary  books,  (g)  Order,  (h)  Wsgos 
(with  apportionment  oolumns),  (i)  Cost  (with  ditto),  {k\  Ontward 
Invoices  Press  Copy  Book,  0  Cruard  Book  for  Inward  Invoices, 
Vnucheis,  &0.  (m)  Delivery  Book,  and  jn)  Stock  Book. 

NoTs. — In  any  case  I  shonld  eianune  into  the  nature  and 
reqairementE  of  the  particnlar  basiness  before  settling  either 
the  books  or  the  torins  thereof. 

The  term  Day  Book  ii  by  many  held  to  be  a  misnomer,  and 
appears  to  be  arbitrarily  used,  nometinies  to  record  caleE,  some- 
times to  recoid  purchases.  Cory  und  Carter  both  describe  it 
as  a  Diary  of  the  whole  of  ever?  day's  transactions. 

Assuming  the  Day  Book  to  be  on  Ontnaid  Invoice  Book,  the 
entries  would  be  as  follows: — 

LONDON,  Isr  JANUARY,  1S83.  1 


15|| 


1  Tea  and  Coffee  Service, 


Less  T/D  30  per  cent.  . 


■  2nd   . 


Pell,  William.  Newcastle  0/T 
1  Case  of  12  pairs  of  Silver 
Fish-eating   Knives  and 
Forks,  @  per  pair,  net 


Uch! 

. 

..A 

''S.\. 

BjBjW^ 

1 

" 

*"8"0 

I«U. 
Uch. 

Toftilmi 
dgm 

1 

1 

" 
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Fersonal  Led^r. 
JOHH  HUGHES,  1  Uejuu  Street,  GUmorgan,  QeneTal 

IS    Dft.  Cb.    15 


Ita. 

.|:i.o«i._..| 

■;■■!• 

ITJ" 

1  1M3.  '      1 

'Mch.,  i  BjCuh    

,1<\M.  9 

Wch. 

B  To  Balum 

'i         down   ... 

Hih 

tonwd 
U    0    0- 

TIT 

1  FELL,  5  Trae  Street,  Newcastle, 
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Answer  9.— (fl)  Cash,  ih)  Wages,  (c)  Salaries,  (d)  Petty  Cash. 
U)  Disoonnt.  The  Banking  Account,  even  if  not  posted  to  the 
Ledg«r,  is  still  a  personal  account,  as  eTidcnoed  when  a  bank 
fails  and  the  customer  ranks  as  a  creditor. 

Answer  10.— By  taking  out  the  "  trading  "  in  order  to  ascer- 
tain the  gross  profit,  transferring  the  balance  thereof  to  the  credit 
of  Profit  and  Loss  Account,  together  with  any  other  profits  made, 
fluch  as  Interest,  Discount,  Commission,  Ac,  and  transferring  to 
Profit  and  Loss  Account  all  Business  Expenses,  Wages,  Salaries, 
Discounts,  Interest,  Allowances,  Carriage,  Depreciation  on  Leases, 
Plant  and  Machinery,  Interest  on  Capital  (if  provided  for  under 
a  partnership  deed),  Bad  Debts,  ftc.  The  balance  of  such  Profit 
and  Loss  Account  would  be  the  profit  or  loss  made,  which  profit 
or  loss  balance  would  be  transferred  to  the  Drawing  Account,  and 
the  balance  of  the  latter  account  would  be  transferred  to  Capital 
Acoount.  The  Balance-sheet  would  be  made  up  from  the  per- 
sonal and  nominal  balances  in  the  Ledgers,  including  in  the 
latter  the  capital,  minus  drawings,  plus  interest  on  capital  (if 
allowed)  and  net  profiU,  and  plus  the  cash  in  hand.  The  credi- 
tors would  be  made  np  into  one  schedule,  and  the  debtors  hito 

another.  -       ,  •       .  ^      .i^ 

Prior  to  making  out  either  the  Profit  and  Loss  Account  or  the 
Bahince-sheet  I  should  take  out  a  '*  trial  balance,;*  keeping  the 
Personal  Accounts  in  one  column,  and  the  Nominal  Accounts 
in  another,  in  order,  in  the  first  place,  to  prove  that  my  books 
balance;  and,  in  the  second  instance,  in  order  the  more  easily  to 
deal  with  the  transfers  to  Profit  and  Loss  including  the  deprecia- 
tions, &€. 
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ACCOUNTANTS*      EXAMINATIONS.— Mr.    H.    S. 

^^  Bowen,  B.A.  L.L.B.  (First  Class  Honours),  who  has  paMcd  many 
Pupils  through  the  Bar  and  Solicitors'  Eraminations,  reads  with  Candi- 
dates  privately  the  Law  Branches  of  the  Institute's  Intermediate  and  Final 
Address,  4  Stone  Boilddngs,  Lincoln's  Inn,  W.O. 

A  Barrister-at-Law  is  now  preparing  Pupils  for  the 
•^^  December  Intermediate  and  Final  Examinations  of  the  Institute  of 
Chartered  Aooountants.  Candidates  also  prepared  priTatdy  or  by  pest . 
Lax,  oare  of  Gee  and  Co.,  St.  Stephen's  Chambers,  Telegraph  Street, 
London,  E.G. 

INSTITUTE  EXAMINATIONS. 

A  N  Experienced  Accountant  (member  of  the  Board  of 

*^  Examiners  of  the  Society  of  Accountants  in  England  until  its 
amalgamation  with  the  Institute)  PREPARES  Candidates  for  the  Inter- 
mediate and  Final  ExaminationB.  The  method  adopted  ensures  thorough 
efficiency  in  subsequent  practice.  For  terms,  apply  to  **  Keystone,"  office 
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IMPORTANT  NOTICE. 

In  consequence  of  the  great  demand  we  have  had  for 
the  back  numbers  of  the  Journal,  we  beg  to  annoonce 
that  the  Jolj  and  August  numbers  will^  in  future,  only 
be  supplied  to  our  yearly  subscribers. 


INSTITUTE  EXAMINATIONS. 

In  answer  to  numerous  correspondents,  we  are  un- 
able to  state  with  certainty  whether  the  questions  on 
Bankruptcy  Law  that  will  be  set  at  the  December 
Examination  of  the  Institute  of  Chartered  Accountants 
in  England  and  Wales  will  include  questions  on  the 
Bankruptcy  Act  1888.  Should  such,  however,  be  the 
case,  we  imagine  that  they  would  be  of  the  most  rudi- 
mentary character.  It  would  be  rather  unfair  were  it 
otherwise,  seeing  that  the  Bankruptcy  Act  1883  did 
not  receive  the  Royal  assent  until  the  end  of  August ; 
and,  indeed,  we  might  go  even  further  than  this,  and 
ask  what  questions  can  be  put  about  an  Act,  the  rules 
and  orders  of  which  are  not  yet  issued — and  will  not 
be  for  some  time  to  come — which  are  to  start  the 
machine  and  regulate  its  movements.  We  should, 
therefore,  strongly  advise  those  students  who  are 
pushed  for  timci  to  devote  the  greater  part  of  their 


attention  to  the  1869  Act,  as  the  examiners  will  not 
lose  sight  of  the  fact  that  much  yet  remains  to  be 
cleared  up  under  this  statute,  although  the  initiatoTy 
stages  will  cease  to  exist  with  the  birth  of  the  year  1884. 
Those  students,  however,  who  possess  a  complete  know- 
lege  of  the  intricacies  of  the  1869  Act  will  be  doing  no 
harm  in  making  themselves  acquainted  with  the  funda- 
mental features  of  the  1888  Act ;  more  they  cannot  do, 
until  the  rules  and  orders  are  published.  While  on 
this  subject,  we  may  add  that  we  shall  have  something 
to  say  in  a  future  issue  on  the  questions  set  at  the  late 
examinations. 


BooKXEEPiNO  (continued). 
Cash  Book  (continued)* 
If  the  promise  is  fulfilled  at  maturity,   the  bill  is 
then  converted  into  cash ;  but  if,  by  discount,  it  is 
{less  discount)  converted  into  cash  prior  to  maturity,  it 
is  nevertheless  not  cash  but  a  loan  on  the  strengtii  of 
the  names  appearing  on  the  bill,  including  the  name 
of  the  holder  who  has  discounted  it,  and  who  has  had 
to  endorse  before  he  could  discount  it,  and  is  conse* 
quently  liable  in  the  event  of  the  prime  debtor  (the  ac- 
ceptor) failing  to  fulfil  his  obligation.     Vivid  recollec- 
tions of  the  fallacy  of  treating  bills  receivable  as  cash 
will  come  back  to  some  of  us,  as,  for  instance,  when 
under  a  receivership  or    liquidation    we  asked  what 
money  was  *'  in  hand,**  and  found  that  the  JS  1,000  as- 
serted to  be  forthcoming  was  represented  by  £50  of 
tangible  money    and  ig950  by  bills  of  so  doubtful  a 
character  that  nobody  could  be  persuaded  to  discount 
them.  The  cash  book  should,  in  fact,  record  all  transac- 
tions relating  to  cash,  either  house  or  bank,  and  noother 
with  the  one  exception  of  discount,  and  these  discounts 
only  under  such  conditions  as  are  referred  to  above.  Undc  r 
the  original  application  of  double  entry  everything  was 
<' journalised  **  from  day  to  day,  including  cash  receipts 
and  payments  ;  as  the  system  became  better  understood 
the  journal   was    made    the  medium  for   conveying 
monthly  summaries  (cash  inclusive)  in  lieu  of  daily  re- 
cords.    Under  subsequent  improvements  the  cash  book 
was  treated  as  a  book  independent  of  the  journal,  end 
postings  made  direct  therefrom  to  the  le^er ;  but  it 
was,  even  then,  considered  imperative  to  post  up  the 
banking  account  and  the  cash  account  in  order  to  find 
a  complete  balance  in  the  ledger.     But  this  is  now 
altered.    Where  the  principle  is  adopted  of  keeping 
each  banking  account  and  the  house  account  in  distinct 
columns,  it  is  a  work  of  supererogation  to  poet  up  the 
'*  contras  **  which  are  contained  in  such  columns  them- 
selves.  The  balances  resulting  upon  such  (Dr.  and  Cr.) 
columns,  in  fact,  make  up  the  weight  necessary  to  bring 
the  scales  to  a  true  balance. 
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For  instance,  say  we  began  the  month  as  follows : — 

Hoase  A/o.  Bank  No.  1  Bank  No.  2 

A,  Balance  in  hand       ..     £100  0  0      £500  0  0  £1,000  0  0 

B,  BeceiTed  daring  month    1,000  0  0     2,000  0  0     5,000  0  0 

£1,100  0  0   £2,500  0  0   £6,000  0  0 

C,  Paid  dnring  month  ...       800  0  0      1,800  0  0     5,200  0  0 


D,  Balances  left 


.  •     •  • 


800  0  0         700  0  0         800  0  0 


We  will  assume  that  on  the  first  of  the  month  oar 

Ledger  Balances  stood — 

Debts.. £18,400  0  0    Credits.. £20,000  0  0 
Add  to  balance  the 
scales  A*     . .     . .       1,600  0  0 


To  credit  side  B 
To  debit  side  0 


Add,  to  balance  the 
scales,  D  £1,800  0  0 
Less  aheady 
oast  m  A*  1,600  0  0 


£20,000  0  0 
7,800  0  0 
£27,800  0  0 


£20,000  0  0 
8,000  0  0 


£28,000  0  0 


200  0  0 


Debits.. £28,000  0  0    Credits.. £28,000  0  0 


The  reason  for  extending  the  difference  only  between 
the  D  and  the  A  items  is  obvious.  Were  the  D  ex- 
tended in  full  it  would  be  tantamount  to  twice  placing 
the  A  weight  in  the  scales,  and  as  a  consequence  they 
would  be  so  much  **  cant "  the  other  way.  Had  the 
payments  exceeded  the  receipts  the  new  cash  balance 
would  have  been  less  than  the  old,  and  in  that  case  a 
deduction  of  the  difference  between  A  and  D  would  have 
been  necessary.  In  practice  we  do  not  work  in  this 
manner,  because  we  throw  out  the  A  and  therefore  re- 
quire thefuU  D  weighty  and  what  that  weight  should  be 
18  as  much  an  ascertained  quantity  as  it  would  be  if  we 
had  before  us  actual  scales  with  16  separate  ounces 
in  one  scale  and  only  12  in  the  other.  We  should 
know  that  ^  lb.  weight  was  required  to  balance,  and 
there  is  no  difference  in  principle  between  balancing 
books  and  balancing  scales. 

There  is  nothing,  except  the  question  of  convenience, 
to  prevent  any  number  of  separate  banking  and  other 
cai&  accounts  to  be  kept  in  one  book,  and  each  account 
to  be  distinct  from  and  independent  of  the  other.  Each 
of  such  accounts  represents  a  separate  till  kept  by  a 
different  person.  Each  person  is  responsible  for  what 
goes  into  his  particular  tUl,  but  not  responsible  for  what 
goes  into  his  neighbour's ;  in  like  manner  he  is  entitled 
to  credit  for  what  he  pays  from  his  own  till,  but  not  for 
what  may  be  paid  out  of  his  neighbour's.  If,  there- 
fore, he  draws  from  his  neighbour's  till,  that  neigh- 
bour takes  credit  for  the  amount  so  handed  over,  while 
he  himself  becomes  debited  therewith ;  and,  on  the 
other  hand,  when  the  neighbour  draws  from  him  he 
takes  credit  for  the  money  so  parted  with.  A  cash- 
book  so  kept  is,  in  fact,  equivalent  to  so  many  volumes 
bound  up  in  one,  each  of  such  volumes  forming  a  sec- 
tion of  the  whole.  As  to  the  form  of  cash-book,  it 
mast  essentially  depend  on  the  requirements  of  each 


case  ;  as  a  rule,  the  house  and  banking  columns,  with  a 
blue  subsidiary  column  inside  the  folio  colunm,  is  the 
most  convenient,  but  there  are  businesses  wherein  it 
is  advantageous  and  even  necessary  to  keep  the  cash 
account  analytically.  The  object  of  every  practical 
bookkeeper  is  first  to  ascertain  what  is  wanted  or  de- 
sirable, and  then  to  adapt  his  system  thereto,  remem- 
bering always  that  what  is  required  is  the  TYin.TimnTn  of 
result  by  the  minimum  of  labour. 


GOICPANIES  ACTS. 

In  order  to  prevent  a  frivolous  application  being 
made,  and  injury  being  done  to  the  company  as  well 
as  damage  to  its  credit  by  the  suspicion  that  an  unne- 
cessary examination  would  cause,  it  is  provided  by  the 
Act  that  such  an  application  must  be  supported  by 
evidence  strong  enough  to  convince  the  Board  of  Trade 
of  its  necessity,  and  the  persons  making  the  application 
may  be  required  to  give  security  for  costs,  which  the 
Board  of  Trade  may  direct  to  be  paid  out  of  the  assets 
of  the  company  if  they  think  fit.  If  the  examination 
takes  place,  all  the  officers  and  agents  of  the  company 
must  produce  all  books  and  documents  in  their  posses- 
sion, and  answer  upon  oath  all  questions  as  to  the 
state  of  the  company's  affairs ;  and  the  result  of  the 
examination  must  be  reported  to  the  Board  of  Trade, 
who  will  send  a  copy  of  it  to  the  registered  office  of  the 
company  ;  also  to  the  members  upon  whose  application 
the  examination  has  taken  place.  These,  then,  are  a 
few  of  the  sections  relating  to  the  protection  of  share- 
holders, and  giving  them  powers  of  various  kinds  for 
looking  after  their  interests,  and  also  for  preventing 
those  powers  being  unduly  exercised  to  the  injury  of 
the  company.  Every  company  must  keep  minutos  of 
the  proceedings  of  general  meetings,  and  meetings  of 
directors  or  managers;  and  these  minutos  are  to  be 
entered  in  a  book  kept  for  that  purpose,  and  signed  by 
the  chairman  of  such  meeting,  or  the  chairman  of  the 
next  meeting ;  and  such  minutos  so  signed  shall  be  evi- 
dence in  all  legal  proceedings,  and  also  evidence  that 
the  meeting  to  which  they  relato  has  been  duly  called 
and  held,  and  that  its  proceedings  were  regular  and 
orthodox. 

We  have  shown  how  a  company  may  be  formed ; 
some  of  its  duties  under  that  operation ;  who  may  be 
shareholders,  and  what  powers  they  have  of  looking 
after  their  own  interests  whilst  the  company  is  in  exist- 
ence also  what  is  required  of  the  company  during  its 
existence  in  order  to  satisfy  that  powerful  body  the 
Board  of  Trade.  We  will  now  proceed  to  consider  the 
process  of  winding-up,  and  in  so  doing  shall  have 
occasion  to  make  frequent  mention  of  the  word  '^  con- 
tributory," and  before  going  further  may  explain  the 
word  by  saying  that  '<  a  contributory  is  a  person  liable 
to  contribute  to  the  assets  of  the  company  in  the  event 
of  its  being  wound-up.'*  If  a  contributory  dies  before 
or  after  he  has  been  placed  upon  the  list  of  contributo- 
rics  his  personal  representatives  take  his  place,  and  also 
his  heirs  and  devisees,  and  they  are  Hable  for    his 
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lesponsibilities  in  connection  wiih  the  company, 
and  if  he  becomes  bankrapt  before  or  after  he 
has  been  placed  on  the  list,  his  assignees  represent 
him,  and  are  liable  to  be  called  upon  to  admit  to  proof 
against  his  estate.  A  company  may  be  woond-np  by 
the  Court  {i.e.  the  Court  of  Chancery  in  England) ;  if 
a  company  working  mines  within  or  subject  to 
the  jurisdiction  of  the  Stannaries,  the  Court  of  the  Vice- 
Warden  of  the  Stannaries;  the  Court  of  Chancery 
in  Ireland,  and  the  Court  of  Session  in  Scotiand: — 

(1.)  Whenever  the  company  has  passed  a  special  re- 
solution requiring  the  company  to  be  wound-up  by  the 
Court. 

(2.)  Whenever  the  company  does  not  commence  its 
business  within  a  year  from  its  incorporation,  or  when 
it  suspends  its  business  for  a  period  of  twelve  months. 

(8.)  Whenever  the  members  are  reduced  in  number 
to  less  than  seven. 

(4.)  Whenever  the  company  is  unable  to  pay  its 
debts ;  and 

(5.)  Whenever  the  Court  is  of  opinion  that  it  is  just 
and  equitable  that  the  company  should  be  wound-up. 

The  company  may  be  wound-up  by  the  Court  when 
any  of  the  above  conditions  take  place,  but  in  order 
that  such  conditions  may  be  brought  to  the  notice  of 
the  Court,  an  application  must  be  made  by  some  person, 
such  as  a  creditor  of  the  company  qualified  to  make  it ; 
and  section  80  of  the  Act  provides  that  a  company 
under  the  Act  is  to  be  deemed  unable  to  pay  its  debts : — 

(1.)  Whenever  a  creditor,  by  assignment  or  other- 
wise, to  whom  the  company  is  indebted  at  law  or  in 
equity  in  a  sum  exceeding  £50  then  due,  has  served  on 
the  company,  by  leaving  the  same  at  their  registered 
office,  a  demand  under  his  hand  requiring  the  company 
to  pay  the  sum  so  due,  and  the  company  has  for  the 
space  of  three  weeks  succeeding  the  service  of  such 
demand  refused  to  pay  such  sum  or  to  compound  for 
the  same  to  the  reasonable  satisfaction  of  the  creditor. 

(2.)  Whenever  in  England  and  Ireland  execution  or 
other  process  issued,  or  a  judgment,  decree,  or  order 
obtained  in  any  Court  in  favour  of  any  creditor  at  law 
or  equity,  in  any  proceeding  instituted  by  such  creditor 
against  the  company,  is  returned  unsatisfied  in  whole  or 

in  part. 

(8.)  Whenever  in  Scotland  the  inducue  of  a  charge 
for  payment  on  an  extract  decree,  or  an  extract  regis- 
tered bond,  or  an  extract  registered  protest,  have  expired 
without  payment  being  made. 

(4.)  Whenever  it  is  proved  to  the  satisfaction  of  the 
Court  that  the  company  is  unable  to  pay  its  debts. 

In  any  of  these  cases  the  company  is  presumed  to  be 
insolvent,  and  application  is  to  be  made  to  the  Court 
by  petition  for  winding-up:  and  such  winding-up 
will  commence  from  the  presentation  of  the  petition. 
It  is  hnmaterial  whether  the  petition  is  presented  by 
the  company,  by  a  creditor,  by  a  contributory,  or  by  all 
combined,  and  when  presented,  the  Court  may,  upon 
the  application  of  the  company,  or  of  a  creditor,  or  a 
contributory,  restrain  further  proceedings  in  any  action 


or  suits  against  the  company,  and  may  appoint  pro- 
visionally an  official  liquidator ;  also  upon  hearing  the 
petition  the  Court  may  either  dismiss  or  adjourn  it. 


^tUtxB  ia  %  (Sbitor. 

Answebs  to  Questions  set  at  Last  Examination. 

To  the  EdUor  of  The  AceowUanis*  StudenU*  Journal, 

Sir,— With  reference  to  "Sigma's"  letter  in  the 
AccoufUant  of  the  18th  Inst,  in  reply  to  mine  of  the  pre- 
vious week,  I  still  maintain  that  any  one  may  convert 
currency  into  decimals  by  the  metiiod  given  by  me 
without  the  aid  of  paper,  or  by  committing  any  table  of 
decimal  parts  to  memory. 

Every  one  knows  that  by  adding  a  cypher  to  the 
shillings  and  dividing  by  2,  the  decimal  of  any  number 
of  shillings  is  obtained ;  that  by  halving  the  pence  and 
dividing  the  quotient  by  12,  the  decimal  of  any  number 
of  pence  will  be  the  result :  hence  there  is  no  necessity  to 
remember  the  decimal  parts  as  suggested  by  "  Sigma," 
and  to  multiply  such  roots  by  the  given  figures,  a  process 
(I  think  he  will  admit)  few  would  attempt  mentally  if 
pence  and  fractions  of  a  penny  had  to  be  taken  into 
account. 

As  to  30  divided  by  12»2  6  '*  not  being  sound  mental 
exercise,*'  I  do  not  agree  with  him  if  the  whole  operation 
be  considered.  If  it  be  a  question  of  committing  to 
memory  any  decimal  parts,  then  let  the  student  learn  the 
decimids  of  },  ^,  \y  and  ^,  then  mentally  halve  the 
shillings  and  pence,  divide  the  latter  by  12,  and  add  the 
decimal  of  the  fractions  thus  : — 

£2  17    6} 


2-876 
3125 

£2-878125 


this  I  believe  to  be  one  of  the  quickest  methods  known. 

Yours,  &c. 

J.  li.  McI.,  C>A« 
Barrow.in-Fumess,  28th  August,  1883. 


STUDENTS'  SOCIETY  CO-OPERATION. 

The  following  circular  and  resolution  has  been  ad- 
dressed to  the  secretaries  of  the  various  Students'  So- 
cieties  by  the   secretary  of  the  Manchester  Students* 

Society: — 

<«Dear  Sir, — ^I  am  directed  by  the  committee  of  this 
Society  to  ask  you  to  kindly  bring  before  your  committee  the 
matter  of  co-operation,  and  more  effectively  to  do  this  beg 
to  enclose  copy  of  a  resolution  that  we  are  asking  the  mem- 
bers of  our  society  to  adopt  at  their  next  meeting,  Ist  of 
October,  and  which  we  should  be  glad  to  see  taken  up  by 
each  of  the  Students'  Societies.    We  feel  sure  that  it 
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would  be  of  mutual  benefit  to  allow  the  members  of  one 
society  to  attend  the  meetings,  and  otherwise  use,  another 
society  that  might  happen  to  be  established  in  the  town 
in  which  he  was  visiting.  And,  as  it  not  infrequently 
happens  that  a  person  is  engaged  on  business  in  a  strange 
place  where  a  little  gmeral  advice  would  be  valuable, 
many  ends  would  be  served  by  establishing  a  system  of 
general  co-operation.  In  our  opinion  this  will  be  best  at- 
tained by  each  society  appointing  a  reliable  member  of 
committee  to  make  the  matter  his  especial  care  ;  to  have 
his  name  and  address,  together  with  each  other  "  Society 
Co-operator,"  entered  on  each  card  of  membership,  or 
book  of  rules,  &c.  which  would  at  once  be  an  introduction 
and  directory  for  reference. 

**  I  am  authorised  to  say  that  if  any  member  of  your 
society  should  happen  to  be  in  this  City,  and  wishes  ad- 
vice on  any  matter,  or  would  like  to  attend  any  of  our 
meetings,  I  shall,  pending  definite  arrangements,  be  glad 
to  serve  him  to  the  best  of  my  ability.  Trusting  to  hear 
from  you, 

"  I  am,  yours  faithfully, 

"  A.  E.  PiGGOTT,  Hon.  Sec.  M.A.S  S." 

Beiolutirn  approved   of  and   unaDimoasly   passed    by  the 
Committee  of  Uie  Manchester  Accountants*  Students'  Society,  to 
be  submitted  to  the  General  Meeting  of  Members  to  be  held  Ist 
October,  1888. 

<*  That  the  Officers  and  Members  of  the  Manchester  Accoun- 
tants' Studenta*  Societv  desire  that  the  several  Students'  Societies 
now  formed  should  freely  interchange  between  their  various 
members  some  of  the  advantages  they  enjoy,  by  a  system  of 
oo-operation ;  and,  in  order  to  gi?e  the  matter  practical  shape, 
they  are  willing  to  extend  the  privileges  enjoyed  by  themselyes 
to  all  who,  being  members  of  any  other  Accountants'  Students' 
Society,  shall  happen  to  be  in  this  city  at  any  time.  The  Man- 
Chester  Accountants*  Students'  Society  requests  reciprocity  of  action 
on  the  part  of  all  or  any  of  the  other  Soeietiei,  and  would  suggest 
that  the  following  regulations,  or  such  others  as  may  be  decided 
upon,  be  generally  adopted : — 

'*11iat  each  Society  appoint  the  Secretary  or  such  other  person 
as  they  may  think  fit  to  undertake  the  daties  of  Co-operator, 
upon  whom  shall  devolve  from  time  to  time  the  making  of  such 
arrangements  as  shall  be  requisite  and  advantageous. 

"That  upon  the  cards  of  membership  (or  otherwise)  be  entered 
the  names  and  addresses  of  the  Co-operator  of  each  Society,  and 
that  upon  any  person  wishing  to  either  obtain  advice  or  be 
introduced  into  society  privileges  in  anv  town  the  production  of 
•aoh  card  (or  other  proof  of  membership)  shall  suffice. 

"A.  E.  PxaooTT,  Hon.  Sec." 


BIRMINGHAM    ACCOUNTANTS'    STUDENTS' 

SOCIETY. 


An  Ordinary Oeneral  Meetingof  this  Society  was  held  on  the 
1st  of  May,  1883,  Mr.  Chas.  A.  Harrison,  F.C.A.,  Vice-President, 
In  the  chair,  Mr.  Howard  S.  Smith,  F.C.A.,  delivered  a  lecture 
on  Interest  as  follows : — 

I  have  heard  in  these  rooms  and  read  in  the  Accountant  several 
excellent  lectures  delivered  lately  to  Societies  of  Accountant 
Students,  and  the  subjects  for  such  lectures  seem  naturally  to  be 
chosen  with  special  regard  to  theexaminatioos  for  which  many  of 
you  are  preparing.  But  those  examinations  do  not  include  all  the 
su^eots  with  which  accountanti  should  be  familiar ;  and  besides 
preparing  yomselFes  for  examination,  you  must  prepare  your- 
selves for  practice.  Perhaps  I  may  be  forgiven  ttie  wish  that 
the  Council  of  oar  Chartered  Institute  had,  in  their  wisdom,  seen 
fit  to  insist  rather  lees  on  a  knowledge  of  subjects  as  to  which 
simple-minded  people  go  to  their  solicitors  for  adyioe,  and  had 
determined  to  teat  rather  more  your  knowledge  of  subjects  in 
which  it  is  expected  that  accountants  should  be  proficient. 
They  might,  with  advantage  I  think,  have  examined  more  on 


SuestioDS  of  finance,  they  might  have  tried  the  ability  of  oandi- 
ates  to  deal  with  statistics,  to  unravpl  complications  of  figures 
and  to  make  calculations,  such  as  those  of  present  values  and 
future  amounts.  Such  subjects  at  any  rate  must  not  be  despised 
by  those  who  aim  at  being  well-trained  accountants.    The  sub- 


mastery 

tions.  To  those  who  have  such  Icnowledge,  I  would  recommend 
the  first  60  pages  of  David  Jones  on  Annuities  and  Reversionary 
Payments,  vol.  i.,  or  a  more  advanced  and  very  oomplete  work 
recently  published,  as  the  first  of  a  series  of  text  books,  by  the 
Institute  of  Actuaries.  It  is  entiUed  "  Interest,*'  and  is  by  Mr. 
Wm.  Sutton,  an  eminent  Goyemment  Actuary.  Unfortunately, 
the  mathematical  knowledge  required  for  the  study  of  these 
books  is  rather  more  than  our  Council  ask  for  in  their  preliminary 
examinations.  Lord  Maoaulay's  schoolboy  would,  no  doubt, 
bsTO  had  it ;  but  that  young  gentleman,  though  intended  as  a 
type,  is  generally  considered  a  phenomenon  ;  and  I  shall  venture 
to  assume  that  all  my  hearers  to-night  do  not  claim  to  be  phe- 
nomena. 

Now  very  many  of  the  calculations  described  in  these  books 
are  such  as  an  accountant  will  at  one  time  or  another  require ; 
but  happily,  he  may  find  most  of  them  ready-made  for  bis  nae  in 
published  tables.  Still,  to  use  tables  without  a  dear  under- 
standing of  their  meaning  and  construction,  is  dangerous.  What, 
therefore,  I  set  myself  to  do  this  eTcning,  is  to  speak  of  the 
genend  principles  on  which  these  tables  are  calculated,  to  refer 
to  a  few  interest  questions  likely  to  arise  in  the  course  of  an 
accountant's  business,  to  mention  tables  suited  for  their  solution, 
and  by  illustration  to  gife,  I  hope,  some  help  in  understanding 
and  applying  those  tables. 

I  must  ask  you  to  let  me  begin  with  the  very  A  B  C  of  the 
subject,  and  I  shall  speak  in  what  are  called  popular  terms. 
But  if  any  of  you,  with  some  knowled|^  of  algebra  and  familiar 
with  the  use  of  logarithms,  would  be  mterested  to  do  something 
more  than  this,  I  shall  be  glad  to  meet  you  hereafter  to  discuss 
the  formi^SB  on  which  these  interest  tables  are  constructed. 

As  time  an&  space  will  not  allow  all  the  figures  I  shall  ask  you 
to  look  at  to  be  diown  on  a  black  board,  I  have  prepared  some 
tables,  which  please  take  in  your  hands,  bearing  in  mind  that 
they  are  not  intended  to  exercise  your  calculating  faculties  but 
to  save  you  from  tiiat  exercise  to-night,  and  thus  leave  your 
reasoning  powers  in  full  play. 

There  are  a  few  foot-notes  to  the  tables,  intended  as  memoranda 
for  any  of  you  to  whom  they  may  be  of  use. 

Interest  is  a  charge  made  for  the  use  of  capital.  The  capital 
may  be  lent,  by  the  person  who  owns  it,  to  another  person  who 
can  profitably  employ  it,  and  who  is  therefore  willing  to  pay  for 
its  nse;^r  the  person  who  owns  it  may  hiouelf  employ  it  in 
his  own  business,  but,  in  that  ease,  when  ho  takes  aooount  of 
the  profit  of  that  business,  he  should  allow  for  the  interest  on  his 
capital  employed  in  it,  remembering  that  if  not  so  employed,  that 
capital  might  ha?e  been  lent  to  some  one  else  who  would  have 
paid  him  for  its  use. 

The  owner  of  the  capital  frequently  knows  that  beaides  giving 
up  the  use  of  his  money  for  a  certain  time,  he  is  incurring  some 
risk  of  loss,  and  he  will  then  ask  a  rate  of  interest  to  include 
something  as  compensation  for  risk.  The  rate  of  interest  will 
also  be  affected  by  the  relations  of  supply  and  demand  of  capital 
at  the  time  and  place  where  it  is  employed.  These  are  financial 
questicns,  not  to  be  lost  sight  of,  but  they  are  rather  beside  our 
present  purpose.  We  will  suppose  that  in  each  case  which  we 
consider  to-night,  these  points  have  been  fully  thought  of 
beforehand,  and  a  fair  rate  of  interest  determined. 

When  the  annual  rate  of  interest  is  settled  there  will  still  re- 
main other  terms  to  arrange.  The  next  question  will  be.  Is 
the  interest  simple  or  compound  7  If  the  interest  be  regularly 
paid  as  it  becomes  due,  it  matters  not  whether  it  be  called 
simple  or  compound ;  but  if  the  interest  be  tmpaid,  the  differ- 
ence is  of  great  importance,  as  you  will  see  by  table  No.  1.  If 
simple  interest  alone  is  charged,  all  that  is  due  at  the  end  of 
each  year  is,  under  the  head  of  principal,  the  sum  of  principal 
originally  advanced  (100),  and,  under  the  head  of  income,  the 
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interaet  for  one  year  (7)  multiplied  by  the  ntunber  of  years 
that  have  elapeed  since  the  principal  was  advanced.    Thns  at 
the  end  of  10  years  there  is  due— principal  100,  and  interest 
10  times  7  or  70.    If,  on  the  other  hand,  componnd  interest  be 
chazged,  then  at  the  end  of  the  first  year,  if  the  interest  dne 
be  impaid,  it  is  added  to  and  becomes  part  of  the  principal, 
and  begins  itself  to  bear  interest.    Now  the  interest  for  the 
seooDd  year  has  to  be  calcolated  at  the  same  rate  (7  per  cent.), 
bnt  upon  a  larger  principal  sum  (107  instead  of  100),  and 
tiierefore  it  is  liuger  than  the  interest  for  the  first  year.    How 
much  larger  the  interest  grows  year  by  year  is  shown  in  the 
oolnmn  headed   **  increase  in  interest."     For  instance,  the 
interest  for  the  fonrth  year  is  greater  than  that  for  the  third 
year  by  *561,  and  *561  is  7  per  cent,  upon  8-0148,  the  interest 
for  the  third  year;  and  yon  will  find  tnat  the  increase  of  inte- 
rest each  year  is  always  7  per  cent,  upon  the  actual  interest 
for  the  preceding  year.    l£is  may  seem  so  familiar  as  to  be 
not  worth  repeating  here,  bat  it  is  well  to  recognise  clearly  the 
laws  by  whieti  some  of  money  increase  at  simple  and  componnd 
interest  respectiYely.     At  Uie  foot  of  Table  1  yon  will  find 
those  laws  stated  iJgebraioally,  and  in  Table  1  itseU  yon  have 
a  practical  example.    The  first  and  second  colmnns  show  a 
principal  sum  prodocing,  daring  a  nnmber  of  years,  always  the 
same  aannal  som— that  is  '*  simple  interest.'*     In  the  third 
oolomn  we  find  a  similar  pzincipal  som  adding  to  itself  daring 
a  similar  nomber  of  years,  not  one  constant,  but  regalarly  in- 
creasing annnal  soms^that  is  '*  componnd  interest.*' 

Before  taraing  from  the  comparative  effects  of  simple  and 
compoand  interest,  let  me  give  yon  a  practical  role  which  may 
sometimes  be  osefnl.  It  might  be  stated  in  precise  terms,  and 
would  then  be  capable  of  proof  by  mathematical  or  abstract 
reasoning ;  bat  it  will  be  better  now  to  take  a  somewhat  loose 
form  of  statement,  and  to  consider  it  as  a  mere  role  of  thamb. 
Capital  aboat  doables  itself  at  compoand  interest  in  as  many 
yean  as  it  takes  to  produce  70  per  cent,  at  simple  interest,  the 
rates  being  the  same.  Here,  with  7  per  cent,  per  annam,  100 
has  in  10  years  become  nearly  197  at  compoand  interest,  and 
has  prodaced  70  at  simple  mterest:  To  state  the  role  in 
another  way,  in  order  to  find  oat  the  namber  of  years  in  which 
capital  most  nearly  doables  itself  at  compound  interest,  divide 
70  by  the  rate  per  annnin, 
100  with  interest  at— 

1  per  oent  in  70  years  amounts  to  200*68. 
1|     „  40  „  90016. 

2  „  35  „  199*99. 
H      H            20                „               198-99. 

6  „  14  „  197-99. 

7  „  10  „  196-72. 
10  „  7  „  194-87. 
14        „             5               „  192-54. 

Therefore,  2  per  cent,  is  the  rate  where  our  rule  most  nearly 
appzozimatefl  to  the  truth ;  at  rates  lower  than  2  per  cent,  ^e 
amount  at  the  end  of  the  stated  period  is  greater,  at  rates 
higher  than  2  per  cent,  it  is  less  tlum  double  uie  original  prin- 
cipal som ;  and  the  discrepancy  grows  with  the  diminishing  or 
increasing  rates  of  interest. 

We  have  seen  that  in  order  to  calculate  how  much  interest 
a  principal  som  will  produce,  we  must  know,  first,  what  is  Uie 
rate  of  interest?  second,  is  the  interest  simple  or  com- 
pound? But  if  it  be  compound,  there  is  a  third 
Soestion.  How  often  is  ihe  interest  payable?  Hitherto  we 
ave  treated  it  as  payable  once  a  year  only,  and  that  is  tech- 
nically described  as  having  '*  yearly  rests.'*  But  interest  may 
be  payable  oltener  than  once  a  year ;  the  rests  or  occasions  when 
it  becomes  payable  may  be  at  half-yearly,  quarterly,  monthly, 
daily,  or  theoretically,  they  may  even  be  at  momentary  interval. 
Let  us  consider  what  the  effect  of  tiiis  must  be !  Yoa  loiow  that 
if  a  race  of  people  arrive  at  maturity,  and  become  parents  young, 
their  number  will  inerease  rapidly,  other  influences  apart.  So 
with  interest,  if  it  quickly  turns  into  principal,  the  parent  of 
interest,  other  interest  will  rapidly  spring  up,  and  the  whole 
amount  grow  fkst  Table  IL  shows  the  practical  working  of 
this.  In  the  first  column  we  start  with  principal  100,  and  it  in- 
csNMt  At  a  nomiaid.nitojof  7.F«  oeni*  p«  anauiiy  but  wilA 


nunUhly  rtiU,    The  interest  on  100  for  one  month  is,  of  course, 
7  divided  by  12,  or  *583,  and  the  principal  at  the  end  of  the  first 
month  therefore  becomes  100-583.  In  order  to  find  the  prineiptl 
at  the  end  of  the  second  month,  we  must  add  one  month's  interest 
'583  per  cent,  to  the  principal  at  the  end  of  the  first  month,  or, 
what  is  the  same  thing,  we  must  multiply  it  by  1  plus  the  in- 
terest, that  is  by  1*00583.    Let  us  cont&ue  this  method  of  cal- 
culation, month  by  month,  and  this  will  give  me  an  opportunity 
of  showing  how  much  time  and  labour  can  be  saved  by  the  use 
of  the  Arithmometre.    Please  bear  in  mind  that  it  will  only  per- 
form a  series  of  multiplications,  which  any  of  you  may  check  by 
miking  them  in  the  ordinary  way — if  you  can  work  as  fast  as 
the  inrtrument.    I  may  say  that  my  mechsnical  firlend,  without 
any  additbnal  trouble  to  me,  will  go  accurately  to  several  more 
places  of  decimals  than  are  given  in  the  table  you  hold  in  vour 
hands.    All  I  do  is  to  start  with  the  principal  at  the  end  of  the 
first  month  100-58333,  and  multiply  while  I  am  spesking  by 
1-0058333,  and  read  from  the  Arithmometre  that  the  princi^  at 
the  end  of  the  second  month  is  101*17007.    I  repeat  the  process 
and  the  principal  at  the  end  of  the  third  month  is  101*7602,  the 
fourth  month  it  is  102*3538,  and  so  on  to  the  twelfth  month 
107*22901.    We  have  thus  found  that  a  fwminal  rate  of  interest 
of  7  per  cent,  per  snnum  vtUh  monthly  raU   has  in  effect 
produced  7*229  per  cent,  per  annum.    Haviiu;  by  the  calcula- 
tions for  the  first  twelve  months  settled  what  ue  ^ictive  rate  of 
interest  is,  we  need  not  go  on  by  monthly  steps,  but  may  con- 
tinue our  table  in  yearly  amounts  by  multiplying  each  successive 
amount  by  1*07229  instead  of  by  1*07,  as  we  should  if  interest 
were  payable  once  a  year.    Now,  if  I  wanted  by  the  help  of  this 
table  to  ascertain  what  a  given  sum  would  amount  to  in  say  5 
years  and  11  months,  I  should  multiply  the  sum  first  bv  the 
figure  opposite  5  years  in  the  table,  and  the  product  would  be 
the  amount  at  the  end  of  5  years.    I  should  men  multiply  this 
product  by  the  figure  opposite  11  months,  and  the  second  product 
would  be  the  required  amount. 

The  distinction  between  nonUndl  and  ^eeiive  rates  of  interest 
may  seem  at  first  sight  of  smidl  importance.  But  we  have  all 
heard  of  the  advantage  of  taming  our  monev  over  often,  and 
with  bankers,  bill-brokers,  and  omer  financial  houses  this  is  a 
larger  source  of  profit  than  is  generally  recognised.  The  profit 
of  such  houses  consists  chieflv  of  the  mfference  between  the  in- 
terest allowed  and  paid  half-yearly  on  money  deposited  with 
them  and  the  interest  charged  for  its  use  in  transactions  from 
many  of  which  interest  is  received  and  re-invested  at  monthly 
and  even  daily  intervals.  As  an  illustration  I  have  added  two 
other  columns  to  table  H.,  and  firom  that  and  the  previous  table 
you  will  see  that  at  7  per  cent,  compound  interest  100  with 
yearly  rests  in  10  years  produces  nearly  197,  with  half-yearly 
rests  199,  with  quarterly  200,  and  with  monthlv  201  roughly. 

Now  let  us  consider  what  help  published  tables  will  give  us  in 
calculation  where  we  have  to  do  with  single  principal  sums  im- 
proved at  compound  interest.  Table  iii.  column  1  is  in  a  form 
and  gives  figures  which  might  have  been  extracted  from  any  of 
a  considerable  number  of  books,  and  at  the  foot  I  have  put  a 
short  list  of  the  works  I  have  found  most  useful,  with  a  state- 
ment showing  which  to  refer  to,  according  to  the  rate  of  interest, 
the  number  of  years  and  the  number  of  rests  in  each  year  in- 
volved in  the  calculation  you  have  in  hand.  With  a  little 
thought  you  may  use  some  of  these  tables  in  cases  where  at  first 
sight  they  seem  not  to  apply.  Let  me  take  an  extreme  esse.  I 
want  a  table  for  7}  per  cent,  payable  bi-monthly  or  six  times  a 
year.  No  published  tables  seem  to  answer  to  that  description. 
Dut  74  per  cent,  per  annum  payable  six  times  a  year  means  one- 
sixth  of  7},  that  is,  1|  per  cent,  each  time  interest  is  payable. 
Now  among  Hoekold's  tables  there  is  one  giving  1^  per  oent. 
paid  yearly,  and  what  matters  it  how  long  the  penods  are, 
whether  yearly  or  bi-monthly,  so  that  the  same  interest  be  added 
each  ti"***  and  the  same  number  of  periods  be  taken.  So  I  can 
use  Hoskold's  table  reading  for  1  year  therein  2  montha  If  I 
want  to  know  tiie  amount  at  the  end  of  four  years,  interest  being 
bi-monthly,  I  must  remember  that  four  years  means  24  intervals 
of  2  montns  each  and  take  the  figure  opposite  24  years  in  the 
table.  One  more  instanoe  to  make  the  matter  clear — if  I  wanted 
9  poc  oenti  payaUe  moiUhly  I  shoiUd  say  that  la  one-twelfth  of 
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nine,  or  |  per  cent,  at  each  montb,  and  Bhoold  turn  to  Hoskold*! 
table  for  |  per  cent,  paid  each  year,  convder  how  many  monthly 
reata  there  would  he  in  the  period  under^considerationy  and  take 
that  number  of  years  in  the  table. 

Now  will  you  look  at  the  second  column  in  the  third  table. 
Yott  will  find  it  oontains  the  tame  information  as  the  first 
column  does,  hut  in  a  different  form.  The  figures  in  the  second 
column  are  the  reciprocals  of  those  in  the  first  column.  Look 
under  6  per  cent  paid  yearly.  You  see  by  the  firat  column  that 
at  the  end  of  fire  years  1 '3382256  is  the  amount  of  1.  To  find 
what  1  is  the  amount  of,  is  a  sum  in  proportion  1*3382266 : 1 : :  1 : 
the  answer.  To  work  it  out  the  arithmometre  shall  divide  1  hy 
1*3382256,  and  you  find  that  1  is  the  amount  of  *7472582,  or 
what  is  the  lame  thing,  '7472582  is  the  present  Talue  of  1  at 
the  end  of  6  yf  ars  with  interest  at  6  per  cent,  paid  vearly.  The 
general  rule  i^  stated  in  three  ways  in  a  column  by  the  nde  of 
the  tables->the  amount  multiplied  by  the  present  Talne  gi?es  1, 
or  1  diyided  by  the  amount  giTes  the  present  value,  or  1  diyided 
by  the  present  yalne  gives  the  amount.  This  is  a  useful  rule  to 
remember,  as  you  will  find  that  for  many  special  rates  oolv 
tables  of  amounts  or  only  tables  of  present  values  are  published. 

For  illastrationB  of  the  use  of  tables,  we  wUl  take  only  simple 
eases ;  the  time  and  diffioolty  involved  in  making  long  oalcula- 
iions  in  pnblio  is  one  reason,  and  another  is  that  you  have 
practice  enough  of  calenlations  in  your  daily  work,  and  that 
it  is  now  the  principles  with  which  we  arediiefly  concerned. 
First,  suppose  a  retired  member  of  a  firm  to  have  left  to  £1 1 ,645 
16s.  6d.  m  the  hands  of  the  continuing  members,  interest  being 
6  per  cent.,  payable  half-yearl>  under  an  agreement,  by  which 
whenever  a  year*s  interest  was  unpaid  it  was  to  be  added  to 
capital.  Four  years  have  elapsed  and  nothing  has  been  paid, 
what  is  the  amount  of  his  late  partners*  liability  to  him? 
Turn  to  the  Table  III.  **  Amount  of  £1  with  interest  at  6  per 
cent,  payable  yearly.'*  At  the  end  of  four  years  £1  amounts 
to  1*262477,  therefore,  £11645  168.  6d.  will  amount  11645*825 
multiplied  by  1*262477,  which  the  Arithmometre  at  once  de- 
olares  to  be  £14702*5862  (»lla.  8d.).  Second,  a  testator  has 
bequeathed  £10,000  to  be  paid,  without  aooamulations  of  in- 
terest, to  an  infimt  descendant  on  his  attaining  21.  All  other 
special  bequests  and  claims  have  been  discharged,  and  the 
trustees  deidre  to  divide  the  bulk  of  the  estate  among  the  red- 
duazy  legatees.  How  much  must  they  set  aside  to  provide  for 
payment  of  this  legacy  seven  years  hence  ?  They  mean  to  in- 
vest in  consols,  and  either  by  that  or  other  means  can  rely  on 
getting  dividends  of  at  least  3  per  cent,  payable  half-yearly, 
which  they  will  at  once  re-invest.  The  present  value  by  tJie 
tables  of  £1,  seven  years  hence  is  *81 18493,  therefore  multi- 
plying by  £10,000  £8118  9s.  lOd.  Consols  bought  now  will  in 
all  probability  produce  £10,000  at  the  end  of  seven  years.  For 
the  sake  of  safe^  and  to  provide  for  expenses^hey  would  probably 
buy  a  somewhat  larger  sum. 

Let  me  here  refer  to  a  dasi  of  transactions  of  which 
thousands  occur  daily,  and  in  each  of  which  something 
standing  for  present  value  has  to  be  calculated.  I  mean 
biil-diiooanting.  A  merchant  has  the  right  to  receive  say 
£10,000  three  months  hence  when  a  bill  he  holds  beoomes 
doe.  He  sells  that  right,  guaranteed  by  his  endorsement, 
or  discounts  that  bill  at  the  current  bank  rate,  say  5  per  cent. 
Now  at  that  rate  we  ahsU  find  the  present  value  of  £10,000 
three  months  hence  ii  £9,876  10s.  lOd.,  but  does  the  banker  give 
him  that  ?  No  he  calculates  not  how  much  it  takes  to  produoe 
£10,000,  but  how  much  £10,000  will  produoe  in  the  period.  It 
^onld  produce  £125  interest,  that  is  the  discount  charged,  and 
£9,875  only  is  given  for  the  bill.  I  am  not  going  to  indulge  in 
any  strioturss  on  the  oustom ;  this  common  method  of  reckoning 
diMount  is  theoretioally  incorrect,  but  the  process  is  more  rapid 
thanoaloulating  the  present  value,  and  so  long  as  both  parties  to 
the  transaction  clearly  understand  it  there  is  no  harm  done. 

So  far  we  have  been  considering  only  the  intoreet  prodaoed 
1^  one  prindpsA  sum.  We  come  now  to  whar  are  called 
••  annuities.'*  The  simplest  form,  and  we  shall  not  get  beyond 
that  to-night,  are  **  annuities  certain.**  The  annuities,  which 
depend  on  life  contingencies,  are  far  more  compliofl^ted,  and  I 
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calculations  without  a  special  training.  An  annuity  certain  is 
a  succession  of  fixed  payments  (usually  equal  in  amount) 
made  at  fixed  times  (usually  equally  distant)  for  a  fixed  period. 
Thus  £1  at  the  end  of  the  first  year,  £1  at  the  end  of  t;he 
second  and  of  each  of  the  three  succeeding  years,  is  an  annuity 
certain  of  £1  per  annum  payable  yearly  for  five  years.  We 
might  find  the  present  value  of  that  annuity  at  6  per  cent,  by 
turning  to  Table  III  under  the  head  of  preterit  value  of  £1  at  6 
per  cent,  paid  yearly ^  adding  up  the  items  for  the  five  years 
and  multiplying  by  100.  For  the  first  item  you  will  see  is  the 
present  vuue  of  £1  at  the  end  of  the  first  year — ^that  is,  if 
multiplied  by  100,  it  will  give  the  present  value  of  the  first 
payment  of  the  annuity ;  the  second  item  is  the  present  value 
of  £1  at  the  end  of  two  years,  therefore,  multiplied  by  100, 
it  will  give  the  present  value  of  the  second  payment  of  the 
annuity,  and  so  on.  By  this  process  we  shotdd  find  the  pre- 
sent value  to  be  421*236 ;  but  if  a  purchaser  of  the  annuity 
had  given  that  sum  for  it  he  might  like  a  more  saUsfaotory 
proof  than  this.  He  might  say,  "  Show  me  that  I  shall  get 
my  money  back  and  6  per  cent,  interest  upon  it.'*  We  could 
give  him  a  simple  and  convincing  answer — **  When  yon  receive 
each  payment  of  your  annuity,  take  whatever  may  be  due  as 
interest,  and  put  the  rest  against  the  principal  account.**  Table 
IV  shows  how  this  works  out.  The  first  year's  interest  at  6 
per  cent,  upon  the  purchase-money  of  the  annuity  is  25*275. 
This  taken  from  100,  the  year*s  payment,  leaves  74*725  to  be 
written  off  principal.  The  principal  then  left  outstanding  is 
346*511,  and  upon  that  amount  the  next  year's  interest  is 
20*790,  so  the  second  yearly  payment  of  annuity  is  appor- 
tioned thus— interest  20*79  prindpal  79*21 ;  together,  lOO, 
and  BO  on ;  and  at  the  end  you  find  the  five  payments  of  £500 
in  all  have  been  exactly  sufBdent  to  repay  the  prindpal  in* 
vested,  421*236,  and  to  provide  for  interest  78*764,  being 
exactly  the  total  of  aU  the  yearly  sums  of  interest  due  upon 
the  successive  balances.  You  observe  that  as  those  successive 
balances  get  smaller  and  smaller,  the  corresponding  sums  of 
interest  get  proportionatdy  smaller  and  smaller  too,  and  as  a 
consequence  tiie  iruialmente  of  prindpal  repaid  get  exactly  to 
the  same  extent  larger  and  larger;  the  year's  interest  and 
the  year's  inatalment  bdng  together  always  exaotlv  100. 

Let  us  take  a  prsctical  illustration  of  ^e  working  of  an  an- 
nuity certain.  The  conversion  of  consols  into  terminable 
annuities  is  an  admirable  financial  arrangement  for  reducing  the 
Nationid  Debt.  By  paying  for  80  ^ears  a  fixed  rate  of  about 
5  instead  of  8  per  cent,  on  sojne  portion  of  the  debt,  we  come  at 
the  end  of  that  period  to  a  time  when  that  amount  of  debt  has 
been  entirely  redeemed,  and  the  revenue  ii  spared  all  further 
charge  in  respect  of  it.  But  the  Chancellor  of  the  Exchequer 
and  his  assistants  may  be  trusted  to  make  these  calculations  with- 
out calling  upon  Ohartered  Accountants  for  advice,  and  for  our 
present  purpose  we  will  take  a  case  where  the  professional  as 
sistance  of  my  hearers  is  more  likely  to  be  reouired.  The  makers 
of  pianos,  sewing  machines,  and  above  all,  railway  wagoosy 
frequently  first  hire  and  then  sell  their  goods  by  means  of  what 
are  called  Purehaee  Leaeee,  The  lessor  under  one  of  these  con- 
tracts agrees  to  let  his  goods  for  a  certain  rent  or  hire  during 
a  fixed  period,  and,  if  the  lessee  fails  to  keep  up  these  paymenU, 
the  leaser  can  take  back  his  goods ;  but  if  the  rent  be  duly  paid, 
the  lessee  has  the  right  of  buying  the  goods  at  the  end 
of  the  period  for  a  nominal  price.  The  object  of  this  ar- 
rangement is  to  spread  the  payment  for  the  goods  over  a  consider- 
able period,  and  meanwhile  to  give  the  seller  interest  and  security 
for  his  money.  The  lessor  can  calculate  from  Stubbins'  Annuity 
Tables— or  by  a  formula  at  the  foot  of  Table  lV.-~what  the 
periodic  payment  must  be  in  order  to  fulfil  these  conditions,  and 
will  settle  the  terms  of  the  lease  accordingly.  But  at  the  time  of 
the  audit  of  his  accounta  something  more  than  this  ii  wanted. 
For  the  purpose  of  an  annual  profit  and  loss  account  and  balance- 
sheet  it  must  be  settled  how  much  of  the  rent  reodved  dnxing 
the  year  most  be  treated  as  in  payment  of  the  prindpal  sum, 
the  rest  of  the  rent  received  being  of  coarse  interest  The  best 
wsy  is,  as  each  purchsse  lease  is  executed,  to  construct  at  once  a 
replacement  Uble  or  as  it  is  sometimes  called  a  "staircase"* 
•howiag  hoWi  ^nwrtor  by  qiuirWr,  or  month  by  moath,  utha  rait 
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uieedTed,  thoTalue  of  the  asiet  in  the  leiaor^s  hooks  goes  down, 
hy  slow  at  first,  hat  hj  erer  inoreasiog  steps,  from  their  full 
valae  a«  new  goods  entirely  the  property  of  the  lessor,  to  nothing 
mt  all  when  the  final  payment  of  rent  has  heen  receive^ 
the  owner-plate  remoyed,  and  the  goods  are  heoome  Uie 
absolute  property  of  Uie  quondam  tenant.  The  re- 
placement table  migbt  he  oonstnioted  exactly  on  the 
model  of  Table  17.  We  might,  each  time  rent  is  receiTed,  go 
through  the  triple  process  of  a  multiplication  sum  to  see  how 
much  of  it  was  for  interest,  of  a  subtraction  sum  to  find  out  how 
much  of  the  rent  wss  left  to  he  put  against  principal,  and  of 
another  subtraction  sum  to  ascertain  the  balance  now  left  on 
principal  account.  But  that  is  an  unnecessary  and  roundabout 
course,  and  we  will  try  a  short  cut  The  working  of  this  you 
will  see  by  Table  Y.  Let  us  apportion  the  first  month's  rent  in 
the  way  I  hare  described.  We  see  that  1  month's  interest  at  7^ 
per  cent,  per  annum  on  £1,000  is  6*25,  and,  out  of  20*038,  rent 
reoeiTed,  13*788  remains  towarda  repayment  of  principal.  That 
being  bo,  there  will  bo  just  that  much  less  principal  to  pay  inte- 
rest upon  next  month.  Interest  on  18*788  is  *086,  and  the 
intersat  for  the  second  month  will,  therefore,  he  less  by  *086 
than  the  interest  for  the  first  month,  and  as  a  oonaequence  the 
instalment  of  principal  will  be  just  so  much  greater.  Let  me 
repeat  this ;  the  second  month's  instalment  is  found  by  adding 
1  month's  interest  to  the  first  month's  instalment.  I  turn  again 
to  the  accountant's  best  friend  in  such  calculations,  and  by  the 
help  of  the  arithmomdtre  yon  will  see  with  what  rapidity  a  long 
replacement  table  can  be  prepared.  Bach  month's  instalment  is 
simply  calculated  from  the  prcTious  one  by  multiplying  it  by 
1*00625.  Haring  calculated  the  60  instalments,  the  computer 
checks  his  calculations  by  adding  them  up,  by  the  arithmomdtre 
il  he  likes,  and  seeing  that  their  total  is  the  original  amount  of 
principal,  in  this  case  1000.  He  then  makes  small  sub-totals,  so 
as  to  ascertain  each  time  when  a  profit  and  loss  account  and 
balance-sheet  are  wanted,  how  much  of  the  rents  received  is  for 
principal  and  what  is  the  balance  outstanding  in  respect  of  the 
goods  let  under  the  purchase  lease.  We  will  suppose  that  the 
goods  represented  in  this  table  were  sent  out  in  February,  then 
the  first  month's  rent  is  due  in  March,  and  between  payment  of 
the  fourth  and  fifth  month's  rent  the  lessor's  June  bslance-sheet 
may  haTe  to  be  prepared.  For  that  purpose  he  must  know  the 
Talue  of  this  asset  in  his  books :  he  finds  from  this  table  that  the 
total  amotmt  of  principal  paid  off  out  of  rents  to  date  is  65*671,  and 
whaterer  rents  he  has  received  in  excess  of  that  he  carries  to  the 
credit  of  the  profit  and  loss  account,  and  he  brings  down  a  balance 
of  914*329  in  his  ledger  as  the  value  of  the  future  payments  he  is 
to  receive  under  the  contract.  So  much  for  a  replacement  table. 
We  have  now  seen  how  an  annuity  may  be  arranged  so  as 
exactly  to  pay-off  with  interest  at  a  particular  rate  a  stated  prin- 
cipal sum — that  principal  sum  being  therefore  the  value  of  the 
annuity  before  its  first  periodic  payment  becomes  due.  In  pub- 
lished tables  we  find  the  values  of  annuities  before  their  first 
payment  becomes  due  described  as  their  present  values.  The 
annuities  tabulated  are  usually  of  £1  per  annum,  and  may  be 
payable  yearly,  in  which  case  the  present  value  will  be  the  value 
one  year  before  the  first  payment,  or  payable  half-yearly  when 
the  present  value  is  the  value  half  a  year  beforehand,  or 
quarterly,  when  it  will  be  a  quarter  beforehand,  and  so  on. 

Now  let  us  turn  from  the  preterU  values  to  the  amounts  of 
annuities.  Let  ns  suppose  that  we  wish  by  means  of  an  annuity, 
each  payment  of  which  can  be  invested  as  received,  to  accumu- 
late a  certain  sum.  Let  us  imagine  that  we  can  invest  at  7^  per 
cent,  with  monthly  rests,  and  that  we  want  to  have  at  the  end  of 
five  years  an  accumulated  sum  of  £1,000. 

If  we  had  before  us  a  published  table  calculated  on  those 
terms,  we  should  find  that  in  five  years  £1  per  annum  amounts  to 
6*0439^  and  we  should  know  by  the  rule  of  proportion  that  in 
order  to  find  out  how  much  per  annum  will  in  the  same  time  amount 
to  1,000,  we  must  divide  1,000  by  60439;  let  us  do  this  by  the 
srithmomdtre — the  quotient  is  1 65*456.  Now  1 65*456  per  annum 
gives  13*788  per  month,  and  we  should  set  aside  that  sum  at  the 
end  of  the  first  month.  This  will  enable  us  again  to  use  Table 
v.,  where  70a  irill  see  that  13*788  is  set  down  as  the  first 


month's  instalment  of  principal.  At  the  end  of  the  seound  month 
we  should  again  set  aside  the  same  sum,  but  we  should  also  add 
one  month's  interest  on  13*788 ;  that  is,  we  should  on  the  whole 
add  13-874  to  the  i\ind ;  by  similar  process  we  shotUd  in  Uie 
third  month  add  13*961 ;  these  being  in  fact  the  same  figures 
month  by  month  that  are  set  down  in  Table  Y.  At  the  end  of 
each  month  the  addition  whioh  we  make  to  the  amount  In  the  one 
case  is  the  same  as  the  deduction  which  we  made  from  the 
present  value  in  the  other.  Tou  see  by  the  table  that  at  the  end 
of  the  sixty  months,  the  accumulated  amount  of  the  annuity 
with  the  auditions  of  interest  will  be  1,000,  and  you  will  now 
understand  the  footnote  to  the  table.  We  previonsly  saw  that, 
at  the  rate  of  interest  on  which  these  c^culations  are  made, 
1 ,000  is  present  value  of  20*038  per  month  =^  240*456  per  annum. 
We  have  since  found  1,000  is  the  amount  of  13*788  per  month 
=165*456  per  annum.  The  difference  between  the  annual  pay- 
ments s=  75  or  one  year's  interest  on  £1,000. 

From  this  you  may  draw  the  general  rule,  by  which  to  compare 
and  check  tables  of  present  wdues  and  of  amounts  of  annuities. 
That  principal  sum  which  equals  the  prssent  value  of  a  certain 
annuity,  also  equals  the  amount  of  an  annuity  similar  in  all 
respecte,  but  that  the  annual  payments  are  Isas  bv  the  yearly 
interest  on  the  principal  sum.    At  the  risk,  or  xatLer  with  the 
oertainty  of  being  thought  tedious,  I  am  going  to  enforoe  this 
rule  by  another  illustration.    I  find  from  Turnnull's  tables  that 
at  Si  per  cent.  100  is  the  present  value  of  £5  per  annum  for  35 
years.    I  also  find  that  100  is  the  amount  of  £1  10a.  per  annum 
for  the  same  period.  Now,  the  difference  between  £5,  the  annual 
payment  under  one  annuity,  and  £1  10s.,  the  annuel  payment 
under  the  other,  is  £3  10s.,  and  that  is  the  yearly  intenst  upon 
£100,  £100  being  the  present  value  of  the  annuity  of  £5  per 
annum,  or  the  amount  of  the  annuity  of  £1 10s.  per  annum.  This 
rule  is  useful  to  remember,  as  at  some  rates  of  interest  you  may 
find  tables  of  amounts,  but  none  of  present  values,  or  tables  of 
present  values  but  none  of  amounts.    The  rule  I  have  mentioned 
may  also  be  usefiU  in  another  way,  as  explaining  the  compara- 
tive effects  of  repaying  loans  by  terminable  annuities  or  by 
sinking  funds.    If  a  man  lends  me  £1,000  at  3|  per  cent,  and  X 
want  to  repay  him  in  such  a  way  as  that  the  same  sum  may  be 
taken  out  of  my  income  eac  h  year  for  principal  and  interest  until 
the  loan  is  cleared  off,  the  shnp  lest  iray  would  be  to  give  him  an 
annuity  of  say  £50  per  annum  .for  85  years.  But  he  might  not  be 
satisfied  ;  he  might  say,  "  I    on't  want  my  principal  back  by 
driblets  in  that  way;  only  p^y  me  interest,  till  you  can  repay 
all  the  principal  in  one  sum."    Very  well.     Then  I  should  pay 
him  each  year  only  his  interest,  £35,  and  I  should  invest  £15 
each  yesr,  and  also  should  re-invest  the  interest  on  those  invest- 
ments; and  if  it  was  all  at  3i  per  cent,  this  would  in  35  years 
amount  to  £1000,  and  I  should  then  repay  my  creditor;  and  it 
would  meanwhile  have  cost  me  just  £50  a  year,  the  same  as 
though  he  had  taken  an  annuity  certain  for  the  period.    Of 
course,  neither  of  these  arrangements  are  exactly  followed  in  small 
private  or  commercial  loans,  but  such  methods  are  beooming 
of  more  importance  vear  by  year,  and  as  accoountants  you  may 
have  a  good  deal  to  do  with  them. 

I  refer  to  the  loans  contracted  by  looal  boards,  municipal  an- 
thorities,  and  to  a  smaller  extent  by  public  companies,  and  to 
the  methods  adopted  for  the  redemption  of  such  loans.    As  we 
cannot  now  go  into  all  varieties  of  those  loans,  we  will  keep  to 
loans  borrowed  by  local  governing  authorities,  and  required  by 
law  to  be  repaid  within  fixed  terms  of  years.    There  is  a  good 
deal  more  in  these  loans  and  their  repayment  than  I  can  trust 
myself  to  place  clearly  before  yon  without  the  help  of  a  table, 
I  must  therefore  ask  you  again  to  refer  to  the  sheet  you  hold 
in  your  hands.    Table  VI  shows  some  of  the  various  ways  by 
whioh  loans  may  be  repaid.    Most  local  authorities  have  some 
special  Act  or  sanction  to  borrow  loans,  and  such  acts  usually 
lay  down  some  instructions  as  to  the  repayment,  hut  for  our 
purpose  we  will  take  the  several  methods  described  in  a  certain 
general  Act,  "The  Local  Loans  Act,   1875."    In  that  Act 
four    methods   are    described,   and   I   shall   take   each  of 
those    methods     seriatim,    and   say    something   about  its 
working,  and  also  as  to  Uie  comparative  advantages  of  the 
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seTeral  wayi.  The  first  method  is,  by  annuity  certificates  to 
expire  within  the  prescribed  period  ;  that  is,  simply  by  terminable 
annnitiee ;  and  if  the  public  would  willinely  accept  this  method 
and  give  a  priee  for  such  annuities,  based  on  the  same  rale  of 
interest  as  tney  will  aceept  by  the  other  methods,  this  would  be 
by  far  the  most  convenii^nt  wa?  far  the  local  authorities.  They 
would  have  no  further  financial  arrangements  to  make  except  in 
eaeh  year  during  the  prescribed  period  to  provide  from  their 
revenue  the  amount  of  1  year's  annuities.  The  column  headed  I 
in  Table  VI.  shows  what  the  annual  and  the  total  cost  would  be 
for  the  redemption  of  a  loan  of  £100,000  if  the  prescribed  period 
were  20  yeais  and  interest  were  8}  per  cent. 

The  second  method  is  by  issuing  debentures  running  for  fixed 
but  various  terms  of  yearsi  so  that  in  each  year  such  an  amount 
of  debentures  would  nil  due  and  be  paid  off  as  would  secure  the 
repayment  of  the  whole  debt  within  the  prescribed  period.  The 
columns  headed  2  and  3  in  Table  VI.  show  how  much  would  be 
required  for  interest  and  how  much  for  repayment  of  debentures 
each  year,  and  during  the  whole  period,  and  if  you  add  the  two 
columns  together  line  by  line  you  will  see  that  the  charge  on 
refenne  would  be  precisely  the  same  by  this  as  by  the  first 
method,  always  supposing  them  to  be  based  on  the  same  rate  of 
interest.  This  method  again  would  conveniently  meet  the  case 
if  the  pnblio  would  take  up  debentures  on  snch  conditions,  but, 
I  fear,  that  the  vanring  periods  for  which  the  debentures  have  to 
run,  would  make  them  a  not  very  marketable  security. 

The  third  method  is  something  like  the  second,  but  with  this 
difiTerence:  that  instuad  of  each  debenture  being  ear- marked 
beforehand  for  repayment  in  a  particular  year,  the  times  for 
repayment  are  to  be  determined  in  some  other  way.  A  ballot 
may  be  taken  a  month  before  the  close  of  each  year  to  determine 
what  debentures  or  what  portion  of  debenture  stock  is  to  be  re- 
deemed. The  effect  of  this  on  the  revenue  would  be  precisely 
the  same  as  under  the  pre? ions  method,  and  the  figures  are 
shown  in  the  same  columns  in  Table  VI.  Qf  its  practical 
working  I  have  no  experience,  but  I  may  say  that  it 
has  been  but  little  adopted,  and  I  presume  therefore  is  not  ex- 
pected to  find  favour  with  the  public.  Trustees  and  others  might 
object  more  to  being  called  upon  unexpectedly  to  change  their 
investments  than  to  knowing  for  certain  beforehand  when  such 
an  event  would  happen. 

The  fourth  method  is  by  creating  what  is  called  a  sinking  fund. 
Ofthe  expression  "sinking  fund*' I  shall  have  a  word  to  say 
before  I  finish.    For  our  immediate  purpose  the  process  is  that 
which  I  described  a  short  time  ago,  namely  to  leave  the  original 
loan  at  its  full  amount  for  some  time,  only  paying  interest 
thereon,  but  to  build  up  by  the  investment  of  annual  instalments 
a  ftind  called  the  "sinking  fund,"  and  which  shall  be  sufficient 
to  redeem  the  original  loan  within  the  prescribed  period,  either 
by  occasional  payments  on  account,  such  as  may  be  effected  by 
purchases  of  debentures  or  stock  on  the  market,  or  by  the  re- 
payment of  the  whole  together  at  the  end  of  the  period.    The 
working  of  this  is  shown  in  the  four  last  columns  (headed  4)  in 
Table  Yi.    lliese  are  arranged  as  if  no  repayment  were  made  till 
the  ead  of  the  period.    The  first  column  shows   the   same 
■moont  taken   year   by   year    for    interest    on    the    ban, 
the  second  column  shows  an  equal  instalment  paid  each  year 
into  sinking  fund  for  investment,  and  these  two  columns  together 
represent  all  that  has  to  be  provided  from  the  rates  or  ordinary 
revenue  of  the  district;  the  third  column  shows  the  additions  to 
sinking  fund  arising  from  interest  on  its  investments ;   the 
fourth  column  is  the  total  of  the  second  and  third.    It  shows 
how,  by  means  of  a  sum  taken  annually  from  revenue  and  in- 
vested, and  by  means  of  interest  thereon,  the  sinking  fund  is 
gradually  accumulated  till  at  the  end  of  the  prescribed  period, 
in  this  case  20  years,  it  amounts  to  the  loan  originally  issued, 
£100,000.    In  practice,  loan  operations  are  seldom  exactly  as 
shown  in  this  table.    During  the  period  prescribed  for  their 
redemptioii,  local  authorities  generally  iind  times  when  the 
best  way  they  can  invest  their  sinking  fund  is  to  buy  up  some 
of  their  own  stock.    But  in  that  case,  sums  equal  to  the  inter- 
est on  the  stock  bought  up  should  be  regularly  paid  into  the 
sinking  fund.    The  charge  on  revenue  would  thus  be  precisely 
the  (Mme,  and  Hm  ninking  fond  would  also  bo  preoiflely  the 


same,  but  instead  of  consisting  entirely  of  ordinary  invest- 
ments, it  would  partly  consist  of  stock  redeemed.  l*hiB  fourth 
method  seems  to  be  the  one  most  in  favour  with  the  public 
and  with  local  authorities  at  the  present  time ;  tiie  holders  of 
the  stock  know,  at  any  rate,  that  their  investment  cannot  be 
compulsorily  called  in  for  many  years.  In  some  cases  there  is 
no  power  of  compulsory  redemption  of  stock  at  any  future 
time.  In  some  other  cases,  where  special  powers  have  been 
obtained  for  issuing  consolidated  stock,  a  clause  has  been 
wisely  inserted  among  the  conditions  of  issue,  whereby  the 
local  authorities  have  the  right  of  redeeming  at  par,  after  a 
fixed  number  of  years  from  the  first  issue. 

There  may  be  difficulties  in  carrying  out  even  this  method : 
money  may  get  cheaper,  and  it  may  be  impossible  to  invest 
the  instalments  at  the  rate  of  interest  on  which  the  calcula- 
tions were  at  first  based.  In  that  case  the  instalments  taken 
from  revenue  each  year  would  have  to  be  increased.  This, 
however,  is  only  a  suggestion  of  the  circumstances  that  have 
to  be  thought  of  in  making  such  financial  arrangements,  and 
it  is  beside  our  present  purpose  to  consider  such  questions 
now.  Whenever  the  method  of  discharging  a  loan  by  means 
of  a  sinking  fund  is  adopted,  the  Act  requires  that  a  return 
shall  be  made  each  year  to  the  Local  Government  Board  to 
satisfy  them,  on  behalf  of  future  ratepayers  and  stockholders, 
that  although  none  of  the  loan  may  be  actually  paid  off,  due 
provision  is  being  made  from  the  present  revenues  towards  its 
ultimate  extinction.  Here  let  me  warn  you  against  a  common 
pitfall  which  has  led  to  much  confusion.  The  expression, 
**  sinking  fund,"  is  used  with  two  different  meanings,— some- 
times even  in  the  same  Act  of  Parliament.  It  sometimes 
means  any  fund  or  account  that  may  be  opened  for  working 
the  redemption  of  loans  no  matter  by  what  method ;  a  banking 
account  into  which  money  is  paid  from  the  rates  in  order  that 
it  may  be  applied  in  payment  of  terminable  annuities,  has 
even  been  described  as  a  sinking  fund.  Another  use  of  the 
word  is,  as  we  have  seen,  to  describe  such  an  invetted  fund  as 
only  exists  when  one  special  method  of  discharging  the  loans  is 
adopted,  as  distinguished  from  other  methods,  such  as  by  ter- 
minable annuities,  &o.  The  latter  special  meaning  is  the 
proper  technical  one,  and  I  would  recommend  yon, 
in  cases  where  the  other  more  general  meaning 
has  been  put  upon  the  expression,  to  substitute  in  the  accounts, 
if  possible,  such  words  as  *' loans  redemption  fund,'*  *' loans 
extinction  account,**  or  anything  rather  than  the  expression 
*'  sinking  fund,**  which  should  be  kept  for  its  own  peculiar 
meaning. 

There  are  several  other  interest  calculations  I  might  properly 
refer  to,  did  time  permit.  There  are  cases  of  loans  bearing  interest 
at  one  rate  to  be  redeemed  by  funds  accumulated  at  another 
rate,  of  annuities  where  the  periods  of  time  between  the  payments 
vary,  or  where  the  payments  themselves  vary.  There  are  de- 
ferred annuities,  reversions,  perpetuities,  but  I  shall  only  a^ 
you  to  give  me  your  attention  for  a  very  few  minutes  more, 
while  I  speak  of  two  of  these. 

A  deferred  annuity  is  one  the  first  payment  of  which  dose 
not  become  due  at  present.  An  annuity  of  £1  per  annum  for 
sixty  years  deferred  for  ten  years  means  that  no  payment  will 
be  made  for  the  first  ten  years,  and  then  that  sixty  annual 
payments  of  £1  each  will  follow.  First  find  the  value  of  an 
annuity  certain  for  seventy  yean — that  the  tables  will  give  yon. 
Then  consider  that  snch  an  annuity  may  be  divided  into  two 
parts — the  pavments  for  the  first  ten  years,  and  the  payments 
for  the  following  sixty  years.  The  value  of  the  first  part,  that 
is  of  the  payments  for  the  first  ten  years,  may  also  be  found  in 
published  tables,  and  if  we  subtract  that  value  from  the 
value  of  tiie  whole  annuity  for  seventy  years,  what  remains 
will  be  the  value  of  the  second  part,  or  tne  payments  during 
the  following  sixty  years,  and  we  shall  have  found  the  value 
of  an  annuity  for  sisty  years,  deferred  ten  years. 

A  perpetuity  is  an  annuity  to  continue  for  ever.  Its  present 
value,  at  any  given  rate,  is  the  principal  sum  which  will,  with- 
out diminution  or  increase  of  itself,  yield  that  annuity.  To 
find  the  present  valae,;divide  one  year's  payment  of  tho  aimaity 
by  the  iatwoirt  upon  M  lor  a  year. 
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The  calculations  which  we  have  been  considering  have  been 
divided  into  two  parts.  We  liaTC  seen  something  of  the  effect 
of  interest  upon— 

Ist.    One  principal  sum. 

2nd.    A  series  of  sums,  or  an  annuity. 

I  want,  in  conclosion,  to  show  von  a  marked  instance  of  the 
harmony  which  exists  between  these  two  sets  of  calculations. 
Yon  wiU  remember  that  to  find  the  number  of  years  in  which 
a  sum  of  money  doubles  itself  at  compound  interest  we  should 
divide  70  by  the  annual  rate.  Now,  at  any  rate  of  compound 
interest  the  number  of  years  in  which  one  principal  sum  will, 
by  investment  and  accumulation,  double  itself  is  also  the 
number  of  years  in  which  an  annuity  will,  by  investment  and 
accumulation,  produce  a  perpetuity,  that  is,  Uie  amount  of  the 
annuity  will  be  the  present  value  of  a  perpetuity  equal  in  an- 
nual value  to  the  annuity.  The  man  who  lays  by  and  in- 
vests at  4  per  cent.  £50  each  half  year  will,  at  the  end  of  17| 
years,  have  accumlated  £2,500,  the  principal  sum  required  to 
yield  at  4  per  cent.  £50  a  half  vear  in  perpetuity.  The  day 
when  his  first  saving  of  £50  has  just  had  time  to  double 
itself  will  also  be  the  day  whence  all  his  savings 
taken  together  wxU  produce  a  constant  income  of 
£o0  a  hiJf-year.  You  will  see  that  this  is  not  the  result  of 
chance,  but  that  it  could  not  happen  otherwise.   Suppose  each 
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half -year's  saving  to  have  been  inyested  and  accumulated  separ- 
ately, at  the  end  of  17^  years  the  first  £50  has  become  £100, 
the  owner  takes  £50  as  the  first  payment  of  his  perpetuity^ 
and  invests  the  other  £50  to  be  again  doubled  in  the  next  17^ 
years.  By  the  end  of  the  following  half-year  the  second  hall- 
yearly  saving  has  also  doubled  itself,  he  takes  half  and  invests 
half,  and  so  on  through  17|  years,  and  again  so,  on  and  on 
through  successive  periods  of  17  J  years,  each  ad  infinitum, 

I  have  finished.  I  have  to  thank  you  for  your  patience  and 
attention  to  a  lecture  whose  **  Interest  *'  may  have  been  limited 
to  its  title.  I  chose  the  subject,  first,  because  I  think  that,  for 
practical  purposes,  it  should  come  within  the  range  of  an 
aooountant*s  knowledge ;  secondly,  because  I  think  its  study 
may  be  of  great  value  to  young  meu  about  to  enter  practice, 
for  the  skill  it  will  give  in  examining,  analysing  and  marshal- 
ling figoiee. 


A  vote  of  thanks  to  the  lecturer 
wood,  seconded  by  Mr.  Piper, 
Herbert  Sargant  (at  the  request  of 
by  acclamation.  A  vote  of  thanks 
mously  carried,  and  the  lecturer 
explained  to  most  of  the  members 
use  of  the  arithmomdtre 


was  proposed  by  Mr.  Hip- 
supported  by  Mr.  Geo. 
tlie  chairman),  and  carried 
to  the  chairman  was  unani- 
afterwards  pointed  out  and 
present  the  mechanism  and 


TABLES  REFERRED  TO  IN  LECTURE  ON 

''INTEREST," 

By    HOWARD    S.    SMITH, 

May  1st,  1888. 

TABLE  I. 

Amount  due  in  respect  of  a  Loan  of  £100  on  which  the  Interest  at  7  per  cent,  accruing  due  for  10  years  remains  unpaid. 


Oriffindl  Loan  

Interest  for  Ist  year  ,-, . 

Due  at  end  of  do.  ... 
Interest  for  2nd  year    . 

Due  at  end  of  do.  ... 
Interest  for  Srd  year. . . 

Due  at  end  of  do.  ... 
Interest  for  4th  year .  • . 

Due  at  end  of  do.  ... 
Interest  for   5th  to  8th 
years  ^dasive) .  •  • 

Due  at  end  of  8th  year 
Interest  for  9th  year.  •  • 

Doe  at  end  of  do.  ... 
Interest  for  10th  year  • 


At  Sihflb  Izttebsst. 
iVmctpffZ,             Interest. 
100 

7 

100 

I* 

100 

14 

ft 

lOO 

21 

II 

100 

28 

II 

28 

100 
II 

56 
7 

100 

If 

63 
7 

Due  at  end  of  do. 


•  •  • 


100 


70 


The  amounts  due  at  the  end  of  thesuccessife  yean  are  in 
Arithmetical  Progression. 
If  P=  Original  Sum 
r  =  rate  of  Interest 
n  =  number  of  years 
A  =  Amount  at  end  of  those  yean 


PrineipaL 

100-00000 

700000 

10700000 
7*49000 

114  49000 
8-01430 

122-50430 
8-57530 

18107960 

40-73900 

171*81860 
12-02730 

188-84590 
12-86921 

196-71511 


At  Coxpouhd  Intbbxst. 


Interut, 
7-00000 

Increase  in  Interest 
•49000 
-52430 
•56100 

7-49000 

8-01480 

8-57530 

40«78900 

12«02730 

•84191 

12-86921 

The  Amounts  due  at  the  end  of  sneoessiye  years  are  in 
Geometrical  Progression,  and  if  the  notation  be  the  same  as 
under  Simple  Interest 
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TABLE  H. 


Amount  of  £100  at  the  end  of  serend  Periodfl,  Interest  being  nominally  7  per  cent,  per  annum. 


Oriffinal  Sum         •  • 
At  end  of  First  Month . . 
Second 
Third 
Fourth 
Fifth 
Sixth 
Seventh 
Eighth 
Ninth 
Tenth 
Eleventh,, 
First  Year 
Second  Year 
Third  Year 
Fourth  Year 
Fifth  to  Eighth  Year 

(inclasive) . . 
Ninth  Year  .  • 
Tenth  Year    . . 


ti 

» 
ft 
>» 
»» 

19 

>« 
» 
It 
It 
tt 
tt 
tl 


ft 
t> 


If 

t> 

If 

fl 

t> 

If 

ff 

II 

t> 


•  • 


•  • 


Monthly  Reats, 
100-00000 
100-58338 
101-17007 
101-76023 
102-35383 
102-95089 
108-55144 
10415549 
104-76307 
105-374  J  9 
105-98887 
106-60714 
107-22901 
114-98061 
123-29257 
132-20540 


187'41774 
200-96619 


Qtunrterly  Rests 
100-00000 


101*75000 
103-53063 
105-34242 


107-18590 
114-888 17 
123-14392 
131-99291 


186-74065 
200-15965 


Half 'Yearly  Reste. 

lOO-OOOOO 


If  Interest  be  payable  m  times  a  year,  and  the  Notation  be  the  same  as  under  Table  I. 

1+-) 


108-50000 


10712250 
114-75230 
122-92553 
131-68090 


185-74891 
198*97888 


T/U3LEin. 


S 


1 

2 
3 

4 
5 

•  • 


Extracts  tbom  PuBLisHsn  Tables. 


COUPABISON  Aim  AOBSBMERT  OF  FieUBES 

IX  Published  Tables. 


t  t 


Amount  of  £1  with  Interest  at  the 
end  of  any  number  of  years  (half- 
years  or  quarters). 

Interest  6  per  cent,  payable  yearly. 
1-06 
1-1236 
M91016 
1-262477 
1-3382256 


Interest  3  per  cent,  payable  half- 
yearly. 
•  •   .  •  •  • 
1-1779489 
1*1966182 
t-21 35524 
.     1-2317567 


Present  value  of  £1  due  at  the  end 
of  any  number  of  years  (half-years 
or  quarters). 

Interest  6  per  cent,  payable  yearly. 
•9433962 
•8899964 
•8396193 
•7920937 
•7472582 


Interest  5  per  cent,  payable 
quarterly. 

1*0125 
1-0251563 
1-0879707 
1*0509153 


Interest  3  per  cent,  payable  half- 
yearly. 

•8489331 
•8363875 
•8240271 
•8118493 


Interest  5  per  cent,  payable 
quarterly. 

-9876543 
•9754611 
•9684188 
•9515243 


The  product  of  the  amount  multiplied  by 
the  present  value  at  the  same  rate  of  interest 
and  distance  of  time  should  be  1. 


1-8382256  X  •7472582=1, 


Or 


The  quotient  of  1  divided  by  the  amount 
should  be  the  present  value : — 


1-1956182  ^ 


•8863875 


Or 
The  quotient  of  1  divided  by  the  present 
value  should  be  the  amount  :— 


=  1-0879707 


•9684183 
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TABLE    m.— cofittnii^d. — ^For  Tables  of  Amoonts  and  Present  Values  of  £1  at  end  of  any  namber  not  exceeding — 
100  years  2  to  10  per  cent,  interest  payable  yearly. 


80 
40 
20 
100 
60 

100 
100 
100 
100 


>» 


•  f 


f> 


>f 


8  to  6      ,» 
3to  6i    „ 
3  to  51 
3  to  10 
11  to  25 

¥vr  AmmmU  in^ — 

|to   3 

3 

3 

11  to  25 


ft 
ft 


»1 


tf 

«f 


rf 
»t 

19 
t9 

»t 


>t 
»t 
tt 
t» 


»f 
M 

It 
It 
tt 

It 
tl 
tt 

•» 


\ 


Yearly, 
half-yearly, 
quarterly.    ) 
yearly, 
yearly. 


See  D.  Jones  on  "  Annaities  and  Beyersions."    Vol.  L 
See  Tnmbnll  on  ^  Compound  Interest  and  Annuities.*' 


vearly. 
half-yearly, 
quarterly, 
yearly. 


.    Bee  Ho8kold*8  "  Engineers'  Valuing  Assistant.*' 


For  Tables  of  Equivalent  Nominal  and  Effectiye  Bates,  see  Sutton's  **  Interest.*' 

TABLE  IV. 

Apportiomnent  between  Interest  and  Prinoipal  of  each  payment  of  an  Annuity  certain  of  £100  per  annum  for  five  years — 
Intmst  being  6  per  cent.,  and  Interest  and  Annuity  each  payable  yearly. 

fiByments  ol       Interest  in  each  payment      Instalment  of  Prinoipal  in 
Amrnity.  of  Annuity.  each  payment  of  Annuity. 


One  year  before 
first  payment* 
First  payment 
Second    da 
Third       do. 
Fourth    do. 
Fifth       do^ 


100 
100 
100 
100 
100 


25-275 
20-790 
16-038 
11-001 
6*600 


74-725 
79-210 
83-962 
88*999 
94-340 


Present  Value  of  Annuity  one 
year  before  payment,  and  after 
each  payment  is  made. 
421-236 
846*511 
267-301 
183-339 
94-340 


500  78-764 

If  P  =  Present  Value  of  Annuity. 

a  =  annual  payment. 

r  =  rate  of  interest. 

ft  =:  number  of  years. 


a=: 


421*236 

When  Annuity  and  Interest  are  payable  yearly 
rP  T  A 


l-.(l  +  r)--  =  (l  +  r;ii-.l 

When  Annuity  and  Interest  are  payable  m  times  a  year 


tF 


tA 


azz 


»-(i+i) 


3rii « 


=    (i+^--i 


A  r=  amount  of  annuity. 
TABUS  v.— BepUcement  Table  or  «*Stairea8e"  for  goods  valued  £1000  disposed  of  by  Purchase  Lease,  under  which  60 
monthly  payments  of  20*038  each  are  made,  Interest  being  71  per  cent,  payable  monthly. 

Apportionment  of  /     Interest         ^'^^ 


First month'srent.  \     Principal 


Monlb. 


1 
2 
8 

4 


lattalment  of  Principal 
in  Bent. 

18-788 
13-874 
18-061 
14-048 


Balance  of 
PrindpaL 
1000 


55-671 


6-25 
13-788 

20-038 
Month. 

Forward 
17  to  22 


Instalment  of  Principal 
in  Bent. 
231*252 
92-879 


Balance  of 
Principal. 
768*748 
92*879 


Say  end  of  financial  half  year. 

5  14-136 

6  14*224 

7  14-818 

8  14-402 

9  14-492 
10  14-583 


944*329 


SI 

16     ) 

Fofward 


89*431 


231-252 


86-150 

858*179 

88-431 

768-748 


23  „ 
29  „ 


28  96-412 

34  100*075 


35  „  40 

47  11  52 

53  „  58 


103-873 


107-810 


111-892 


116-125 


59 

60 


3j  above  Tables  it  is  shown  that^ 

1000  is  present  value  of  Annuity  of  20*038  per  month 
1000  is  Amount  18-780 


It 


19-779 
19-908 

1000- 
240*456  per  annum. 
165-456        do. 


675*869 
96-41.1 

100-075 

479*382 
103*873 

875*509 
107*810 

267-699 
111*898 

155-807 
116-125 

89-688 

89-682 


The  difference  between  the  annual  payment  =     75  or  1  year's  Interest  on  £1000. 
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TABLE  VI. 

Discharge,  by  each  of  four  methods  authorised,  of  Loan  (£100,000)  borrowed  ander  Local  Loans  Act  1875, 
Interest  being  at  3^  per  cent.,  the  prescribed  period  20  years,  and  payments  of  principal  yearly. 


1. 

By   issue    of 
Annuity  Certifi 
cates    for    pre 
scribed  period. 


Tear 


Provided  from 
Bevenue. 


Annuities 


1 
•> 

3 

to}  ' 
17  I  ! 
18 
19 
'20 


703G-108 
7036-108 
7036-108 
7036-108 

91469-404 

7036108 
7036-108 
7036-108 

140722-160 


2. 

Issue  of   Debentures  made  payable  in 
stated  yearly  order.      Or : — 

3. 

Appropriation  of  Bum  fixed  for  each  year 
to  be  applied  in  part  payment  of  Loan. 


Provided  from  Revenue. 


Interest  on  Loans.    Debentures  repaid  or 

sums  appropriated. 


3500- 
3376-237 
3248131 
3115-551 

26086-334 

689-924 
467-808 
237-917 

40721-902 


3536-108 
8659-87 1 
3787-977 
3920-557 

65383-070 

6346-184 
6568  300 
6798-191 

100000  258 


140722160 


4. 

By  Sinking  Fand  Method. 

Provided  from  Bevenue 


Interest 
on  Loan 


Paid  into 

Sinking  Fund 

for  Investment. 


Interest  on 

Sinking  Fund 

Investment. 


Accumulation 

of 
Sinking  Fund. 


3500 
3500 
doOO 
3500 

45500 

3500 
3500 
3500 

70000 


140722-160 


3536-108 
3536108 
3536108 
3536-108 

45969-401 

3530-108 
3536-108 
3536108 

70722-160 

^j 


123-763 
251-869 
384-449 

19413G66 

2810-076 
3032*192 
8262*083 

29278-098 


3536108 
3G59-87I 
3787-977 
8920-557 

C5383-07O 

6346184 
6568-300 
6798191 

10000-258 


Paid  in  70722160 

Interest  thereon    29278*098 


100000-258 


For  Tables  of  Amoants  and  Present  Valaea  of  Annuities  certain  of  £1  per  annum,  and  of  Annuities  which  £1  will  prodaoe 
or  which  will  amount  to  £1  in  any  number  not  exceeding — 
100  years,  2  to  10  per  cent,  interest,  payable  yearly. 
80    ..       3  to   6  „  „       yearly. 


40 
20 


fi 
•I 


8to 
3  to 


9f 


H 


5}  „  „       half-yearly 

54  „  „       quarterly 

For  Amount*  of  Annuitiei. 
100  years,  4  to  10  per  cent,  interest,  payable  yearly. 

For  Annuitiei  which  will  produce  £1. 
100  years,  1}  to  5  per  cent.,  payable  yearly. 
60    „      10  to  18     „  „  „ 

100    „        8to   ff     „  „    half-yearly. 

100    „        8  to   5     „  ,•    quarterly. 

For  Present  Value  ofAnutdtiee, 
Where  redemption  of  Capital,  and  interest  of  Annuity 
are  at  different  rates. 

For  Freeent  Value  of  Annuitiei, 
50  years,  Interest  8  to  8  per  cent.,  payable  half-yearly. 
25    „  „        3  to  8        „  „         quarterly 

25    „  „        8  to  8        „  „         monthly 


See  D.  Jones  on  **  Annuities  and  Beversionary  Payments.' 
See  TumbuU  on  **  Compound  Interest  and  Annuities." 


It 


-    See  Hoshold^s  **  Engineer's  Valuers  Assistant." 


rly.) 

:•  I 


Bee  "  Stnbbins*  Annuity  Tables.* 


BIRMINGHAM  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


BiLNXaUFTCT. 

An  Ordinaiy  General  Meeting  of  this  Society  was  held  on  the 
29th  of  May,  1883,  at  which  Mr.  Jos.  Slocombe,  P.C.A.  pre- 
sided, and  there  were  about  sixty  other  members  present.  The 
diairman,  after  a  few  words  as  to  the  changes  about  to  be 
made  in  the  law,  called  upon  Mr.  Luke  J.  Sharp,  F.C.A.  to 
deliver  his  lecture  on  bankruptcy,  which  is  as  follows : — 

The  welfare  and  happiness  of  the  eonntiy  depends  to  a  great 
extent  upon  its  oommeroial  morality. 

Hie  laws  of  bankruptcy  have  been  adopted  with  the  view  of 


obtaining  an  equal  distribution  of  the  assets  of  an  insolvent 
debtor  amongst  his  creditors,  and  also  to  relieve  an  insolvent 
debtor  from  his  pecuniary  difficulties. 

The  law  of  bankruptcy  in  England  is  founded  upon  a  statute 
of  34  and  85  Henry  YIK.,  chapter  4,  which  was  pointed  at 
persons  who  should,  in  language  of  that  day,"  make  bankrapt*'* 
and  it  more  particularly  described  them  as  **  those  who  ob- 
tained other  men*s  goods,  and  then  suddenly  flee  to  parts  un- 
known or  keep  their  houses,  and  there  consume  their  substanee 
without  paying  their  debts ;  '*  and  it  proceeded  to  direct  that 
"upon  every  complaint  in  writingconceming  tiie  premises  made 
by  any  parties  to  the  Lord  Chancellor  or  other  dignitaries 
therein  mentioned  the  bodies  of  the  offenders  and  their  lands, 
goods,  and  chattels  should  be  ordered  by  their  wisdom  and 
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disoretion  for  payment  of  all  the  creditors  rateably,  aooording 
to  the  quantity  of  their  debts.*' 

This  statute  was  followed  by  another  stataie,  13  Elizabeth, 
chapter  7,  whieh  proTided  that  the  offences  which  it  particular* 
ised,  when  committed  by  persons  **  using  the  trade  of  mer- 
chandise, Bhonld  eaase  them  to  become  bankropt,"  and 
empowered  the  Lord  Chancellor  **  to  appoint  discreet  persons 
of  his  choice,  who  should  proceed  against  the  bankrupts  "  upon 
principles  of  whieh  it  will  suffice  to  say  that  they  were  sinular 
to  those  whieh  the  statute  of  Heniy  Yin.  had  introduced. 

So  f ar,  ererything  was  in  favour  of  the  creditors,  for  the 
bankrupt  being  in  (those  days  considered  as  a  criminal  could 
naturally  expect  no  favour  at  the  hands  of  the  legislature ;  but 
at  length  it  appeared  harsh  toj[8trip  a  man  of  all  his  resources 
without  relieving  him  at  the  same  time  of  his  difficulties,  and 
by  4  Anne,  chapter2l7,l4t  was  consequently  provided  that  a 
bankrupt  trader  who  had  thus  been  compellM  to  surrender  the 
whole  of  his  effects,  and  had  in  all  matters  conformed  to  the 
law  of  bankmptcy,  should  be  entitled  to  his  discharge  from  all 
farther  liability  for^the  debts^theretofore  contracted. 

The  bankrupt  law  as  ^us  constituted  was  thought  to  adapt 
itself  so  wisely  to  aU  the  objects  of  a  sound  polipy  that  it  was 
soon  extended  to  many  additional  cases. 

Bankruptcy  was  made  by  later  statutes  to  attach  to  a  trader 
on  his  committing  certain  specified  acts,  some  of  which  were  not 
direct  frandfl,  but  afforded  only  an  inference  of  intention  to 
evade,  or  inability  to  make  payment  to  his  creditors ;  and  at 
length,  not  only  were  debtors  other  than  traders  made  liable  to 
it,  but  also  any  debtor,  whether  a  trader  or  not,  was  enabled  to 
institute  proceedings  against  himself  at  his  own  instance  with- 
out the  interference  of  any  creditor,  with  a  view  of  becoming  a 
bankrupt,  and  thus  obtaining  a  discharge  from  his  debts  and 

liabilities. 

The  bankrupt  law  was  originally  entrusted  to  commissioners, 
appointed  by  the  Lord  Chancellor,  and  acting  tor  each  case 
separately ;  but  by  another  alteration  it  Veoame  at  length  to  be 
adminiateied  in  the  court  called  the  Court  of  Bankraptcy  for  all 
bnsinoM  arising  within  the  metropolitan  district.  Afterwards 
theie  were  District  Courts  of  Bankmptcy  for  the  purpose  of 
ooontrv  bankruptcies ;  but  these  were  abolished  by  the  Bank- 
niptcy  Act  1869,  and  by  the  same  statute  country  bankruptcies 
were  directed  to  be  prosecuted  in  the  County  Court  withm 
whose  Bankroptqr  Dittrict  the  bankrupt  resided  or  carried  on 

boiinesB.  ,.»... 

In  the  course  of  the  present  reign  several  attempts  have  been 
made  by  the  legislature  to  firame  statutory  provisions  for  theadmini 
tration  of  thisDranch  of  our  law  the  chief  of  such  provisions  were 
eontained  in  the  Bankruptcy  Acto  of  1849, 1854,  1861,  and  1869. 
The  last  named  Act  was  passed  at  the  instigation  of  several 
influential  commercisl  associations,  with  the  desire  that  the 
creditors  themselves,  or  their  nominee,  should  have  sole  control 
in  the  management  and  realisation  of  the  debtor's  assets,  without 
that  supervision  and  control  which  had  previously  been  exercised 
by  an  official  called  the  official  assignee,  who  wasattaohed  toeaoh 
Court  of  Bankruptcy.  *  .   .    ,  ,^ 

Under  the  1849  Act  all  persons  unable  to  pay  their  debts  were 
adjudged  bankrupt,  either  upon  their  own  petition  or  the 
petitimi  of  a  creditor,  and  their  estates  were  administered  by  the 
official  assignee  atUched  to  the  Bankruptcy  Court  without  tiie 
option  of  "■Vfag  any  arrangement  for  composition  or  otherwise 
without  annulling  the  adjudication,  and  tills  necessiUted  the 
consent  of  ewy  creditor. 

By  section  110  of  the  Act  1861  provision  was  made  for  takmg 
the  matter  out  of  Court  upon  a  scheme  of  srrangement  or 
composition  being  entered  into,  after  the  adjudication  had  been 
made.  This  was  a  course  frequently  adopted,  as  it  relieved  the 
bsnkrupt  and  his  estate  from  further  supervision  by  the  official 
aasignee  or  the  Court,  and  also  the  solicitors  and  accountants 
engaged  in  the  case  £r.>m  the  trouble  of  preparing  their  bill 
for  taxation* 

By  the  same  Act  of  1861  provisions  were  made  for  deeds  of 
saognment  and  deeds  of  composition  being  executed  out  of 
CoQzt,aiid  xcgiatered,  when  assented  to,  by  the  requisite  majority 


of  creditors.  As  a  rule  accountaati  were  the  tniatoss  under  the 
deeds  executed  under  this  act. 

Neither  the  debtors  nor  the  ostites  nor  the  trustees  were  under 
the  control  or  supervision  of  the  Court  or  the  creditcnrs,  mid  thera 
is  no  doubt  that  many  dishonest  debton  took  advantace  of  this 
Act  in  consequence  of  uie  essy  mode  it  provided  for  relieving  then 
from  their  liabilities. 

The  Act  of  1869  was  passed  at  the  instigation  of  the  com- 
mercial community,  as  before  mentioned,  and  the  desire  of  the 
legislature  was  to  give  to  the  Greditors  full  control  of  the 
debtor's  estate,  and  to  enable  them  to  realise  the  assets  at  such 
time  and  in  such  manner  as  they  deemed  expedient 

The  Act  provided  that  at  tiie  first  general  meeting  held 
under  any  ^tition  presented  to  the  Court  a  statutory  majority 
of  the  creditors  present  or  represented  by  proxy  could  appoint 
a  trustee  or  trustees  with  a  committee  of  inspection,  not  ex- 
ceeding five  in  number,  who  would  have  discretionary  powen 
in  realising  the  estate ;  and  it  is  the  dnW  of  the  trustee  to  act 
under  their  direction.  To  a  trustee  the  appointment  of  a 
committee  is  most  useful,  and  assists  him  very  materially  in 
realising  the  estate,  and  also  relievM  him  from  oonsideKaUe 
TOsponsibility. 

However  much  earo  and  wisdom  may  be  exercised  in  fram- 
ing an  Act  of  Parliament  for  the  administration  of  bankrupts' 
estates,  the  legislaturo  can  never  form  laws  which  can  be 
satiBfaetory  to  creditors  and  debtors.  Men  who  devote  the 
whole  of  their  time  to  their  business,  **  sitting  up  late  and 
eating  the  bread  of  carefulness,"  aro  frequently  brought  to 
poverty  by  the  reckless  extravagance  and  trading  of  the  persons 
who  have  purchased  their  goods  and  taken  advantage  of  the 
bankrupt  laws. 

It  will  beconvenient  at  this  point  to  deal  with  some  of  the 
causes  of  bankruptcy,  and  the  experience  of  upwards  of  a 
quarter  of  a  oentmry  enables  me  to  nfer  to  the  following  as 
the  principal  :— 

1.  Capital  vnthoui  KnowUdf, — It  not  unfreqnently  happena 
that  a  gentleman  with  means  wishes  to  place  his  son  in  bnsi- 
ness.  He  makes  inquiries  among  persons  engaged  in  trade, 
and  advertises,  and  eventually  a  manufacturing  business  pre- 
sents itself  to  his  notice  which  is  favourably  entertained  1^ 
his  son. 

A  balanoe-sheet  is  submitted  for  his  consideration  which 
shows  a  very  satisfactory  trading  and  profit,  and  also  that 
the  concern  is  in  a  very  good  financial  position  and 
capable  of  being  extended,  ^nfidence  is  placed  in  these 
documents.  No  professional  investigation  is  made,  and  it 
frequentlv  happens  that  a  large  sum  is  paid  for  the  goodwill 
of  what  IS  soon  found  to  be  a  **  declining  trade,*'  or  that  the 

Surchaser  has  been  defrauded  by  a  *' bogus  balance-sheet." 
'he  young  man  is  left  with  the  trade.  He  is  perfectly  ignofant 
of  the  details  of  it,  and  is,  therefoie,  dependent  upon  the 
honesty  and  integritv  of  his  workpeople.  Thjqr  take  advantage 
of  his  want  of  knowledge,  and  the  result  is  failuro. 

2.  KnowMge  without  Capital, — ^We  were  reminded  by  the 
claimant  to  the  Tichborne  Estates,  that "  some  men  has  brains 
and  some  has  money."  It  cannot  be  expected  that  all  men 
have  capital  and  wisdom ;  when  they  iure  combined  they  be- 
come powerful  and  useful  if  properly  applied.  It  mav  appear 
strange,  but  experience  has  proved  that  a  person  with  an  in- 
ventive mind  seldom  makes  money,  and  whyf  Because  the 
man  has  not  the  means  of  developing  his  ideas,  and  it  often 
occurs  that  he  exhausts  his  limited  means  in  perfecting  his 
model,  and  is  oompelled  to  dispose  of  his  invention  for  a  small 
sum  to  a  capitaHst  who  reaps  the  benefit.  An  individual  of 
this  kind  frequently  launches  out  beyond  his  depth,  and  Inenn 
liabilities  which  he  has  no  possibility  of  dischaiging  unless  his 
invention  proves  a  success,  and  he  is  thereby  enabled  to  effect 
an  eariy  cash  sale.  Several  instances  of  tms  kind  have  come 
under  my  notice.  In  some  of  them,  failure  and  bankrup^y 
would  have  been  aveided  if  temporaiy  aBsistanoe  oonld  have 
been  piocored  to  tide  him  over  the  penod  whilst  his  inventive 
mind  was  at  work,  but  he  was  without  a  **  Saturday  night." 

The  CMWe  ol  f^ine  in  many  oaaes  is  Alkriboted  to  want  of 
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oapitaL  This  exeiue  is  liable  to  many  interpretationB.  The 
bankrnpthas  been  called  upon  to  repay  what  is  Bometimes 
called  borrowed  capital :  others  haye  *'  damaged  credit,"  and 
haTe  not  the  wherewithal  to  make  cash  purchases ;  whilst 
others  cannot  indace  their  bankers  to  allow  them  a  sufficient 
overdraft. 

In  all  these  oases  the  debtor  attributes  his  failure  to  '*  want 
of  capital,**  and  is  satisfied  that  if  the  required  cash  had  been 
forthcomhig  his  knowledge  of  his  business  would  hayesaTedhim 
from  the  dugraoe  of  a  petition,  and  his  creditors  the  loss  of 
their  mon^y. 

A  well  known  literary  man  who  trayelled  about  the  country 
lecturing,  recently  gave  his  reason  for  being  insolyent,  namely^ 
**  that  his  income  was  insufficient  to  meet  his  expenditure.'* 
This  is  no  doubt  a  genuine  excuse  for  many  failures,  and  if 
creditors  could  be  induced  to  accept  a  small  composition  upon 
such  a  ease,  it  would  no  doubt  of  t^  be  raised. 

2.  Ccmmmdmg  Butintm  without  OapitaL — This  is  a  yexy  deli- 
cate question  to  deal  with.  We  read  of  large  fortunes  being 
made  by  men  who  haye  commenced  their  liyes  without  a 
shilling,  and  we  know  of  an  instance  in  our  own  town  of  a  man 
who  began  life  as  a  baker,  erecting,  at  a  great  cost,  a  Sci- 
ence College  and  Orphanage  in  a  town  where  his  fortune  had 
been  made,  and  gaining  for  himself  a  name  which  will  be 
remembered  and  respected  for  generations  to  oome.  It  there- 
fore behoyes  us  to  be  careful  what  is  said  upon  this  point. 

To  commence  business  without  money  is  in  any  eyenta  yery 
greet  risk.  Many  pessons  who  baye  done  so  haye  succeeded  in 
obtaioing  eredit  and  gettlnc  stock,  but  when  their  bills  haye  to 
be  paid  end  the  stock  Ui  stifi  on  hand  they  find  themselfes  upon 
the  brink  of  a  precipice,  and  ha?e  no  altenatiye  but  to  take 
adyantage  of  the  bankrupt  laws,  or  ndsing  fimds  by  fictitious 
means.  "  Kite  flying  '*  is  resorted  to.  It  may  not  be  known  to 
all  what  that  expression  means,  it  is  this :  Two  or  three  indigent 
indiyidnali  commence  dealing  in  what  are  called  accommodation 
bills.  An  sccommodation  bOl  is  a  bill  giyen  without  coosider- 
ation,  and  carries  a  lie  upon  it,  became  it  falsely  expresses  that 
it  has  been  accepted  for  *'  yalue  reoeiyed.**  The  transactions  are 
carried  on  as  follows :  No.  I  draws  a  bill  upon  No.  2,  who  accepts 
it  No.  1  and  perhaps  No.  8  endorse  it,  and  the  lutter  as  the 
last  endorsee  diioounts  the  bill  (representing  it  as  a  trade  bill) 
for  the  benefit  of  all  the  parties,  who  diyide  the  spoil.  This  is 
an  abuse  of  ihe  bill  system  which  was  neyer  intended  for  such 
purposes.  These  transactions  haye  proved  a  very  large  loss, 
partioalarly  to  bankers  who  have  discounted  these  "  accommo- 
dation bills'*  upon  the  assumption  that  goods  and  merohandise 
have  passed  between  the  parties,  or  that  that  the  same  had  been 
accepted  for  some  other  valuable  consideration. 

Several  firms  have,  to  my  knowledge,  carried  on  business  by 
means  of  accommodation  bills  for  year*,  but  the  result  can  m 
anticipated.  One  of  the  parties  to  the  bill  has  been  compelled  to 
suspend  payment,  and  the  others  naturally  follow,  often 
ruining  many  innocent  persons.  A  year  or  two  ago  a  liquidating 
debtor  who  bad  accepted  bills  but  had  kept  no  record  of  them, 
was  unable  to  give  any  particulars  of  the  bills,  and  the  only 
information  he  could  Bupp!y  to  his  creditors  was  the  yalue  and 
number  of  the  stamps  he  had  signed. 

As  the  questions  firequently  arise  how  to  deal  with  these  bills 
in  the  preparation  of  the  statement  of  affiurs  to  be  submitted 
to  the  creditoTi,  it  may  not  be  out  of  place  to  explain 
how  they  ought  to  appear.  In  the  first  place  it  may  be  antici- 
pated that  3l  Uie  parties  who  have  indulged  in  these  luxuries 
are  in  indigent  ciroumkances,  therefore,  to  prevent  disappointment 
in  the  lealisation  of  tiie  estate,  they  should  be  looked  upon  as 
direct  liabilities. 

If  No.  1  has  accepted  bills  for  No.  2  in  excess  of  what  No.  2 
has  accepted  for  No.  1,  it  is  not  sufficient  to  debit  the  difference, 
but  the  whole  for  which  the  arranging  debtor  is  in  any  way 
liable. 

4.  Jndifenni  Bcokheiping.^'Manj  of  the  students  who  have 
not  as  yet  been  engaged  in  the  general  duties  of  an  ao- 
oountant's  office,  and  have  only  been  working  up  systems  laid 
ont  bj  their  prineipalt,  will  wonto  how  trade  can  he  earned 


on  without  a  cash-book.  This  important  book  is  frequently 
not  u^ed  even  in  large  coucems,  or  if  used  is  not  cast  and 
balanced ;  but  what  happens  ?  It  tends  to  carelessness  and 
indifference  by  the  derks  to  the  employers'  interest,  and  it 
gives  an  opportunity  for  dishonesty,  as  there  is  no  check  upon 
the  cash  received.  An  account  might  be  received,  and  the 
cash  finds  its  way  into  the  clerk's  pocket.  If  the  clerk  kept 
the  ledger,  or  was  the  only  clerk,  he  would  of  course  take  care 
to  credit  the  customer's  account,  and  the  principal  would  have 
no  check  upon  the  cash.  Sometimes  no  record  is  kept  of  the 
expenses  of  the  trade,  or  even  what  the  trader  is  drawing  for 
the  maintenance  of  himself  and  family.  When  the  time 
arrives  that  the  trader  has  not  the  funds  to  meet  his  engage- 
ments, he  is  taken  by  surprise  at  the  natural  inquiry  as  to  his 
expenses  and  drawings,  and  cannot  give  an  explanation.  Men 
are  often  afraid  to  look  their  position  in  the  face,  or  to  know 
how  matters  stand,  and  they  are  content  to  dwell  in  a 
fool's  paradise  until  creditors  force  them  to  prepare  a  state- 
ment of  their  afEairs,  when  they  are  convinced  that  their 
wretched  styte  of  bookkeeping  has  to  a  great  extent  been  the 
cause  of  their  ruin. 

5.  Another  cause  of  failure  is  by  nnjustifiable  specu- 
lation. This  arises  not  only  by  investments  in  stocks  and 
shares,  or  freehold  or  leasehold  estates,  but  by  the  purchase  of 
metals  and  other  goods.  I  submit  that  an  individual  in  trade 
depending  upon  the  confidence  of  others,  is  net  an  honest 
trader  if  ne  launches  into  depths  he  is  unable  to  fathom,  for 
by  the  failure  of  his  speculation  innocent  persons  lose  their 
money.  Of  course,  there  is  a  great  deal  to  be  said  upon  this 
point,  and  I  simply  refer  to  it  as  one  of  the  many  causes  of 
bankruptcy. 

Many  oUiers  may  be  enumerated,  but  it  is  a  fact  that  not  a 
few  are  caused  by  wanton  negligence,  extravagant  living,  and 
intemperance.  Many  good  opportunities  of  men  making 
fortunes,  obtaining  infiuence  in  society,  and  bcdng  useful 
citizens,  have  been  entirely  lost,  and  respectable  families 
brought  to  degradation  through  these  vices. 

It  is  a  strange  thing  but  none  the  less  a  fact  that  unforeseen 
suocessin  business  has  frequently  been  the  cause  of  a  downfi^ 

A  liquidation  petition  (so-cidled  under  the  1869  Act)  is 
one  presented  by  a  debtor,  either  with  the  intention  of 
making  an  offer  of  composition  to  his  creditors,  or  to  give  up 
his  estate  for  equal  distribution  among  them. 

The  course  adopted  at  the  first  meeting  is  dependent  upon 
the  creditors.  It  is  for  them  to  determine  whether  they  will 
accept  any  offer,  or  whether  they  will  realise  the  estate  tiiem- 
selves.  It  is  also  in  the  creditors'  hands  either  to  grant,  or  with- 
hold, the  debtor's  dischaige. 

A  bankruptcy  petition  cannot  now  be  presented  by  a  debtor 
against  himself  (under  the  1849  and  the  1861  Act  he  could  do 
so).  Bankruptoy  proceedings  can  only  be  instituted  by  a 
creditor,  and  when  they  are  adopted  it  may  generally  be  looked 
upon  as  hostile  to  the  debtor.  Bankrupt^  necessitates  the 
bankrupt's  public  appearance  before  the  judge  for  examination. 
The  BiU  now  before  Parliament,  if  paMed  in  its  present  form, 
will  require  that  all  debtors  presenting  petitions  shall  appear 
before  the  Court  for  examination,  and  no  scheme  of  arrange- 
ment is  to  be  entertained  until  this  form  has  been  complied 
with.  By  some  it  is  thought  that  this  publicity  will  deter 
many  from  seeking  the  protection  of  the  Act,  and  therefore  lesa 
failures  may  be  anticipated ;  time  however  will  show. 

A  bankrupt  may,  under  the  present  Act,  with  the  sanction  o 
the  creditors  and  approval  of  the  Court  submit  a  scheme  for 
the  liquidation  of  his  affairs  either  by  paying  a  composition  or 
in  any  other  way  as  may  be  approved. 

It  is  the  practice  upon  a  petition  being  filed,  for  a  receiver  to 
be  appointed,  and  as  the  person  appointed  is  usually  an  mo- 
countant,  I  propose  to  give  a  short  explanation  as  to  the  duties 
appertaining  to  the  office.  The  practice  in  the  various  Coarta 
differs  to  a  great  extent.  Some  registrars  contend  that  a 
receiver's  duty  is  simply  to  take  and  hold  possession  of  the 
assets  until  the  creditors  determine  what  shaJl  be  done,  whilst 
othen  allow  a  reoeiyer  yery  great  latitude.    U|K)n  his  appoint « 
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ment,  a  reoeiTer  is  required  to  enter  into  a  bond  with  snflBcient 
Bnreties  for  the  dne  perf ormanoe  of  hia  datiee,  and  immediately 
to  take  poflseBsion  of  the  debtor's  assets.  Aeoonntants  when 
appointed  receiyers  are  generally  expected  to  inform  themflelYes 
of  the  debtor's  trading,  and  the  nature,  and  probable  Talue 
to  the  creditors,  of  his  assets,  and  for  this  purpose  it  is  neces- 
sary to  inquire  strictly  into  the  nature  of  the  business  the 
debtor  has  carried  on,  and  the  cause  of  his  failure.  He  should 
also  ascertain  from  the  books,and  from  inquiry  whether  the  trad- 
ing has  been  a  legitimate  one,  and  whether  bills  had  been  dis- 
counted or  goods  disposed  of  other  than  in  the  ordinary  way  of 
trade. 

When  it  is  desirable  to  continue  the  trade  of  the  debtor,  the 
rcceirer  ii  appointed  manager  of  the  business.  This  appoint- 
ment is  a  much  more  serious  one  than  merely  acting  as  re- 
ceiver, and  great  care  is  often  neceaaary  to  prcTent  the  manager 
iuTolTing  himself  in  serious  responsibility.  Goods  have  to  oe 
ordered  and  of  coarse  paid  iat — ^wages  hsTO  to  be  paid  and  goods 
sold  in  his  name,  so  that  unless  great  ctre  is  ezereisedt  coo- 
uderable  personal  risk  is  the  result.  The  trading  prior  to  the 
fint  meeting  of  creditors  may  resoWe  itself  Into  the  outlay  of  a 
considerable  sum  without  any  cash  sales  being  effected,  and  if  a 
itraager  ahould  be  appointed  trustee  under  the  liquidation,  the 
manager  may  find  himadf  in  the  position  of  baring  to  wait  the 
realiiation  of  the  estate  before  he  can  be  reimbursed. 

The  object  of  course  for  continuing  the  business  after  the 
petition  has  been  filed,  ai  either  to  preserre  it  aa  a  going  concern, 
or  to  affoid  an  opportunity  to  the  debtor  of  paving  a  composition 
without  hii  trade  bring  damaged  by  the  works  being  stopped. 
Although  the  receirer  ii,  by  the  terms  of  his  appointment,  re- 
quired "  to  collect,  get  in,  and  receiye  the  proper^  of  the  deb- 
tor," it  would  be  in  many  caaes  prejudicial  to  tne  mtereat  of  the 
creditors  and  of  the  debtors,  if  a  composition  were  accepted,  to 
apply  in  all  caaes  for  payment  of  the  book  debts,  and  great  care 
should  be  eserdsed  before  making  formal  applications.  The  re- 
ceiTcr  should  endeayour  to  maintain  the  value  of  the  eatata  at 
the  first  meeting  as  it  was  upon  his  appointment. 

It  is  a  practice  for  the  receiyer  to  prepare  the  debtor's  state- 
ment of  affiurs,  and  for  this  purpose  it  is  necessary  to  thoroughly 
examine  the  debtor'a  hooka  and  bill  transactions,  and  to  inquire 
carefully  what  liabilities  the  debtor  may  haye  entered  into  either 
on  his  own  behalf  or  on  that  of  other  persons.  It  is  necessary 
that  the  statement  of  affidrs  should  show  every  liability  of  the 
debtor,  whether  directly  or  indirectly,  secured  or  unsecured. 

I  propose  for  the  benefit  of  the  students  I  am  now  addressing 
to  comment  shortly  upon  the  various  forms  which  it  is  necessary 
to  use  in  the  preparation  of  a  statement  of  affairs  to  be  submitted 
to  the  creditors  under  a  liquidation  petition. 

The  fint  sheet  of  the  forms  necessary  under  the  statute  is 
sheet  **  A.,"  which  should  contain  a  list  of  the  whole  of  the  cre- 
ditors, except  those  holding  security,  or  whoie  liability  has  been 
inourrad  by,  or  on  behalf  of,  other  persons,  or  in  respect  of  what 
are  known  as  ih9  prrfereniial  paymenU  and  UabUity  m  respect 
of  customers'  bills  discounted  by  the  liquidating  debtor. 
Separate  forma  are  provided  for  the  different  liabilities.  It  is 
desirable,  and  often  a  very  great  convenienoe  for  the  future 
working  of  the  estate,  that  the  whole  of  the  acceptances  given  by 
the  debtor  should  appear  on  this  sheet  under  the  creditor's 
name,  giving  the  date  of  the  bills,  the  amount,  and  when  they 
become  due. 

Sheet  "B."  should  set  forth  the  names  and  addresses  of, 
and  the  amounts  due  to,  aQ  creditors  who  hold  security  of 
equal  or  of  a  greater  value  than  the  amount  owing.  The 
partioularB  of  the  value  of  such  security,  as  correctly  as  can  be 
ascertained,  riiould  be  set  forth.  Any  surplus  from  the 
securities  which  is  not  charged  to  other  creditors  should  be 
carried  to  the  credit  of  the  bahmce-sheet. 

Creditors  holding  security  but  not  being  fuUv  secured  are 
set  forth  in  tiie  same  way  on  sheet  **  0,"  and  the  balanceof 
the  indebtedness  over  and  above  the  value  of  the  securities 
is  carried  to  the  debit  of  the  statement. 

Sheet  "  D.**  should  set  forth  the  names  and  addresaes  of 
aU  pexsoiifl  to  whom  the  debtor  iB  responsiblfi  in  respect  of 
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obligations  entered  into  for  the  benefit  or  advantage  of 
other  persons,  and  should  set  forth  the  particulars  of  the 
liability.  This  sheet  is  also  intended  to  be  used  for  the 
purpose  of  disclosing  any  other  obligation,  such  as  claims  for 
breach  of  contract,  non-folfilment  of  covenants  under  leases, 
calls  on  shares  and  the  like,  also  in  respect  of  any  bills  for 
which  the  debtor  may  have  become  responsible  for  the 
benefit  of  other  persons  and  for  which  he  has  received  no 
conrideration. 

Sheet  **  £  "  is  for  the  preferential  claims,  or  those  which  under 
the  Bankruptcy  Act  are  payable  in  full,  such  as  wages,  rent, 
taxes,  and  rates.  One  year's  rent  is  tiie  maximum  amount 
payable  in  full  for  rent,  unless  the  landlord  has  distrained 
before  the  filing  of  the  petition,  and  then  he  is  entitled  to 
any  amount  that  may  be  due  to  him,  and  for  which  he  has 
exercised  a  right  of  distress.  This  power  of  the  landlord  has 
in  some  instances  proved  very  arbitrary,  particularly  in  the  case 
of  farmers.  The  landlord  has  permitted  the  rent  to  fall  in 
■rrear,  but  he  has  satisfied  himself  that  the  land  and  farm 
buildings  have  been  improved,  the  landlord  being  aware  that 
the  stock  and  farming  implements  were  available  at  any  time  for 
the  rent.  This  preference  to  the  landlord  works  considerable 
hardship  upon  the  creditors,  who  naturally  presume  that  the 
rent  is  paid  when,  or  shortly  after,  it  feU  due.  It  is  hoped  by 
many  persons  that  this  prderence  to  rent  in  favour  of  the 
landlord  will,  during  the  present  Session  of  Parliament,  be 
considerably  curtailed. 

Sheet  **  F."— This  sheet  is  used  for  the  purpose  of  giving  a 
description  of  all  the  bills  the  liquidating  debtor  or  bankrupt 
has  received  from  his  customer,  and  the  names  and  addresses 
of  those  to  whom  he  has  either  paid  them  in  the  ordinaiv 
course  of  his  business  or  with  whom  they  have  been  discounted. 
He  is,  of  course,  liable  in  respect  of  these  bills  if  the  acceptors 
fail  to  provide  for  them  at  maturity ;  and  in  the  preparation  of 
a  statement  of  i^airs  great  care  should  be  exercised  in  ascer- 
taining what  proportion  of  them  will  rank  for  dividend  against 
the  estate.  The  holders  of  the  bills  are  at  liberty  to  prove 
upon  them,  although  the  same  may  not  have  matured,  and 
auo  to  vote  upon  resolutions  so  long  as  the  bills  remain  in  the 
holders'  hands  unsatisfied ;  but  this  privilege  will,  no  doubt, 
be  restricted  by  the  new  Bankruptcy  Bill  which  is  now  before 
Parliament. 

Sheet  •*  a  "  is  provided  for  the  pun>ose  of  setting  forth  pro- 
perty in  which  the  debtor  may  be  interested,  and  does  not 
come  under  the  head  of  stock-iu  trade,  plant,  fixtures,  furni- 
ture, and  book  debts.  Any  freehold,  leasehold,  or  other 
properties  which  are  not  in  any  way  mortgaged  or  encumbered, 
should  be  set  forth  in  this  sheet ;  those  which  are  in  any  way 
charged  should  be  set  forth  on  sheets  B  and  C,  aa  before 
mentioned. 

Sheet  **  H." — ^This  is  used  for  setting  out  a  list  of  the  persons 
indebted  to  the  estate.  If  this  sheet  is  carefully  prepared  it 
should  show  the  debts  in  alphabetical  order,  and  iQso  the  folio 
of  the  ledger  where  the  accounts  are  to  be  found.  In  case  of 
a  liquidation  and  a  trustee  being  appointed,  this  information 
is  useful  in  collecting  the  debts,  and  facilitates  refereoce  in 
case  particulars  of  Uie  account  should  be  required  by  the 
customers.  For  the  satisfaction  of  the  creditors  the  debts 
should  be  stated  under  their  heads,  viz.  good,  doubtful,  and 
bad.  Under  former  Acts  this  sheet  was  ruled  with  three 
money  colunms, — the  first  being  for  the  good  debts,  the  second 
doubtful,  and  the  third  for  the  bad  debts.  In  the  preparation 
of  the  statement  of  affairs  the  doubtful  debts  should  be  fairly 
estimated  at  what  the  debtor  considers  them  to  be  worth. 

An  additional  sheet  is  provided  by  the  rules,  for  the  purpose 
of  setting  forth  a  list  of  bills  which  have  been  accepted  or  en- 
dorsed by  tiie  debtor,  but  of  the  holders  of  which  the  debtor  is  ig« 
norant.  This  sheet  appears  to  me  to  be  of  little  serrice.  In  the 
minority  of  cases  it  is  impossible  for  a  debtor  to  know  what  has 
become  of  his  acceptances  when  they  sre  given  to  his  oreditorh 
As  before  stated,  it  ia  desirable  that  all  the  billa  gifsn  should 
appear  on  i^wt  A« 
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The  Fourth  Ordinary  Meeting  of  the  Spring  Senion  wet 
held  on  Tneedsj  OTening,  June  5th,  at  8t.  luchaers  Hall, 
Oeorge  Yard,  Lomhard  Street,  E.G.,  with  Hr.  W.  A.  Stone,  F.C.A. 
in  the  chair.  The  meeting,  which  waa  fairly  attended,  waa  htld 
to  dehete  on  the  following  auhiecta : — 

"  Do  the  dntiea  of  an  Anailor  to  a  Pnhlio  Company  indnde 
the  following : — 

(a)  To  report  to  the  ahareholdera  anjr  policy  adopted  by  the 
directora  which  ia  in  hia  opinion  aerioutly  inimical  to 
the  intereeta  of  the  company ; 
(5)  To  report  on  exceeaive  chargea  againat  xtTenne  ibr  capital 

pnipoaoa', 
(0)  To  report  that  the  oalla  unpaid  were  largely  dne  from  mem- 

bera  of  the  Board ; 
(d)  To  report  Tiolation  of  the  articlea  of  aaaodation  not  directly 
i^eotinir  ^  acooonta,  bnt  coming  under  hia  obflerra- 
tion  whue  engaged  in  the  andit } " 

gflction  (a)  waa  argned  in  the  affirmatlTc  br  Meaara.  H. 
Fiaher,  AC  A.,  John  K.  Blleman,  and  W.  Clarke,  and  on  the 
negatire  aide  by  Meaara  K.  O.  Fatenon,  —  Turherrillf ,  H.  A. 
Plumb  and  Jenka. 

Mr.  Fiaher,  A.C.A,  opened  the  debate  by  calling  attention  to 
acYcral  caaea  and  extracts  from  the  Companiea  Acta  bearing  on 
the  aubfeet,  and  generally  diacuaaed  the  adrantagea  which  would 
leiult  to  the  ahareholdera. 

Mr.  N.  G.  Pateraon  objected  to  pi  auditor  reporting  to  the 
shareholdera  of  a  public  company  any  policy  adopted  hj  the 
directora  in  connection  with  tbe  bnaineaa  which  in  hia  opinion 
waa  injurioua  to  their  intereata.  It  waa  not  hia  duty  to  do  ao ;  he 
could  only  report  to  the  ahareholdera  any  policy  of  the  board 
in  connection  with  ^e  aocounta  to  which  he  objected.  The 
poaition  waa  olearlv  defined  by  the  deciaion  of  fipackman  t. 
Brana.  If  an  auditor  thought  that  any  part  of  the  buaineaa 
could  be  improTcd  by  the  adoption  of  a  new  policy,  hia  beat 
courae  waa  to  put  forward  hia  auggeationa  to  the  Board,  and  to 
confer  with  them  thereon.  If  they  ref  oaed  to  adopt  them  he 
could  do  no  more,  but  if  he  waa  atill  convinced  of  the  correotneaa 
of  hia  viewa  he  diould  be  careful  to  ace  when  the  accounta 
wero  iiaued,  that  they  were  in  each  a  form  that  the  ahareholdera 
would  be  made  pernctlT  aware  of  how  the  buaineaa  waa  being 
coBduotcd.  The  board  of  directora  were  generally  auppoaed 
to  be  thoroughly  couTcraant  with  the  conduct  of  the  buaineaa, 
and  if  an  aumtor  were  to  report  to  the  ahareholdera  hia  adTexae 
TiewB  of  auoh  polii^i  it  would  be  oonaidered  out  of  place,  and 
lead  to  ill  feellDg  and  probably  weaken  the  company'a  financial 

poaition. 

When  the  anb^t  had  been  thoroughly  diacuaaed  bv  the 
memberai  the  chairman  ^ut  the  subject  to  the  Tote,  but  before 
doing  ao  apoke  atrongly  m  fayotir  ofthenegatiTC.  Ihe  voting 
waa  almoat  unanimoualy  in  faTour  of  the  negatiTe. 

Mr,  Ellermaa,  in  opening  on  the  affirmative  aide  of  aection 
(5),  pointed  out  how  it  prejudiced  ahareholdera  when  they  aold 
their  sbarea,  as  the  price  of  the  aharea  ia  calculated  on  the 
dividenda  they  pay,  not  on  their  accumnlationa  of  capitiJ  not 
diaelosed  in  the  accounta ;  he  alio  drew  attention  to  the  fact  that 
itema  of  aocounta  are  either  capital  itema  or  revenue  itema,  and  any 
accountant  would  reAiae  to  aign  a  balanee-aheet  in  which  oapitu 
waa  charged  with  revenue  itema,  and  therefore  it  waa  dear  that 
they  ahould  do  the  aame  in  itema  charged  to  revenue  which 
ihould  have  gone  to  capital,  or  point  the  aame  out  to  the  ahare- 
holdera. Be  alleged  that  the  accounta  could  not  be  perfectly 
ttue,  and  wotdd  oe  open  to  firaud  by  the  offioiala,  aa  perhapa 
none  of  the  ahareholdera  might  know  that  the  property  which 
waa  placed  in  their  balanoe-aheet  aa  worth  £50,000  waa  rcallv 
wprtn  £100,000 ;  but  the  offlciala  would  know  thia,  and  the  tend- 
ency would  be  for  them  to  depreaa  the  aharea  and  buy  them  them- 
aelvea.  The  apeaker  then  diacuMcd  the  aubject  generally,  pointing 
out  that  all  an  auditor  need  do  would  be  to  get  the  diiectora  to  draw 
ai|ention  to  the  fsct  that  certain  capital  itema  had  been  ohvged 


to  revenue,  and  bv  this  meana  to  take  the  ahareholdera  into  their 
confidenee,  and  place  them  in  the  aame  poeition  aa  the  directora. 

Mr.  Plumb,  who  followed  on  the  negative,  said  that  hia 
reaaon  for  beUeving  that  it  was  twt  the  duty  of  the  auditor  to 
make  anch  report  to  the  ahareholdera  was,  that  he  aaw  no  advan- 
tage likely  to  accrue  by  ao  doing.  An  auditor^s  primary  duty 
waa  to  aee  that  each  aaset  in  the  balance-sheet  waa  atated  at  the 
yalueit  waa  likely  to  realiae,  and  it  did  not  follow  that  becauae 
an  addition  to  phmt  and  machinery  had  coat,  aay,  £5,000,  that 
it  would  realiae  the  aame  amount,  and,  moreover,  he  did  not  aee 
that  the  permanent  intereata  of  the  ahareholdera  would  be  pre- 
iudiced  by  a  proportion  thereof  beinff  charged  to  revenue.  Tlie 
balanoe-aheet  waa  prepared  by  the  dnectora,  who  were  elected 
by  the  ahareholdera,  and  it  waa  reaaonahle  to  auppoaethat  Uiey 
were  better  able  to  judge  than  the  auditora  what  expenditure  on 
capital  account,  ahould  be  charged  to  revenue,  hlany  flouriahing 
baoking  companiea  atate  thcdr  freeholda,  buildiegs,  ^.  at  a 
figure  yery  much  below  their  real  value  or  coat ;  but  he  had 
never  heara  of  the  ahareholdera  objeeting  to  their  capital  being 
thua  aafeguarded. 

Meaara.  A  B.  Stephenson,  John  Ooideroy,  sad  H.  Fisher, 
AC  A.,  alao  apoke  in  the  affirmatiTe,  and  Mr.  N.  G.  Pateraon 
and  another  apoke  in  the  negative.  Meeara.  Plumb  and  Ellarman 
having  then  summed  up,  Mr.  Stone,  in  putting  the  aubject  to  the 
vote,  apoke  atrongly  in  the  negatiye,  obeemng  that  in  most 
companiea  the  tendency  waa  the  other  way,  and  that  he  himaelf 
had  aigned  balanoe-aheeta  in  which  capital  itema  had  been 
charged  to  revenue. 

The  aection  under  diacuanon  wu  carried  in  the  sfBrmatiTe  by 
a  very  anbstantial  majority. 

Section  (e)  waa  anpported  in  the  affirmatiye  by  Meaara.  John 
Ellerman,  John  Corderoy,  and  W.  H.  King,  AC.  A. ;  and  in  the 
negative  by  Meaare.  A.  U.  Stephenaon,  N.  O.  Pateraon,  and  H 
Fiuer,  A.C.A,  and  carried  in  the  negative.  Mr.  Ellerman 
(obairman  of  the  committee)  then  augi^ated  to  the  chairman 
that  owing  to  the  lateneaa  of  the  hour,  aection  {d\  ahould  not  be 
diacuaaed;  thia  auggeation  meeting  with  general  approval,  the 
meetinff  terminated  with  a  yote  of  thanks  to  the  chairman,  pro- 
poaed  by  Mr.  Ellerman  and  ^aeoonded  by  Mi,  Wm.  Hiudy 
King,  ACA. 
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DKPBIOULTIOR  AHD  SXHKINa  rUHDB. 

The  Fifth  Qeneral  Meeting  of  the  above  Society  was  held  at 
the  Old  Town  Hall,  King  Street,  Manchester,  on  May  7th  last, 
when  a  discussion  took  place  founded  on  the  subject  of  Mr.  E. 
Guthrie's  paper,  "  Depreciation  and  Sinking  Funds,"  which 
was  read  at  the  previoos  meeting  of  the  Society. 

Mr.  Harris  (Messrs.  Thomas  Wade  Guthrie  &  Co.),  who  was 
voted  to  the  chair  in  consequence  of  the  President  (Mr.  Adam 
Murray,  F.C A.)  being  called  away,  addressed  the  meeting  as 
follows : — 

GsMTiiBian,— I  have  to  thank  you  for  the  honour  yon  have 
done  me,  though  I  wish  your  choice  had  fallen  on  aome  one 
better  fitted  to  perform  the  duties  of  the  chair.  It  was  my  in- 
tention to  have  prepared  something  in  the  way  of  notes  for  this 
meeting,  bnt  tnrough  urgent  and  unforeseen  business,  the 
leisure  time  which  I  had  intended  to  devote  to  this  purpose 
has  not  been  my  own.  My  remarks,  therefore,  must  be  spon- 
taneous, or  at  the  best  the  outcome  of  what  I  have  set  down 
since  entering  this  room.  The  sum  of  the  whole  matter — 
'*  Depreciation  " — is,  I  think,  set  forth  in  the  second  page  of  Mr. 
Gnt&ie's  paper,  viz.  that  the  object  is  to  determine  as  exactly 
as  poBsible  Uie  present  value  of  the  plant  of  a  going  oonoem 
without  actually  converting  the  plant  (or  other  property)  into 
cash.  This  leads  to  the  consideration  of  the  basis  upon  which 
such  value  is  to  be  assessed ;  and  having  settled,  the  basis  of  as- 
aessment,  then  the  best  means  of  determining'  the  amount  to 
•  boirritten  oflimderthe  giyen  oiroomstftDoep  i«  to  honetUed. 


OcToBEB  1,  186S.       TSfi  ACCOtJNTAKTS*  STUDENTS*  JOURNAL. 


Ko.  6.    l2ft 


Tills  18  a  brief  and  tanamtaj  manner  of  itating  the  qnestion  in 
the  main,  and  I  apprehend  we  have  now  to  see  what  is  open  to 
discnasion  in  Mr.  Onlhrie's  paper  bearing  thereon.  First,  then, 
we  have  to  consider  the  basLs  upon  which  the  interim  ^na- 
tion, or  the  equivalent  thereof,  is  to  be  made.  There  are  at 
least  two  methods  open,  riz.  To  yalae  on  the  basis  of  a  "  going 
eonoem,"  or  on  the  basis  of  *'  break-ap  *'  Talnes.  In  other 
words,  is  the  Talaation  to  be  based  on  what  the  property  would 
be  worth  if  purchased  with*the  Intention  of  working  it  exactly 
as  it  stood,  without  interruption  or  displacement ;  or  is  it  to  be 
Talued  on  the  basis  of  what  it  would  fetch  if  offered  for  sale  in 
the  ordinarj  way?  This  point  will  be  found  in  Mr.  Guthrie's 
lecture,  on  the  3rd  page,  paragraph  1 ,  and  again  on  page  7, 
paragraph  2.  If  r.  Guthrie's  answer  to  the  question  is,  <*  Value 
as  a  going  concern."  Secondly,  It  frequently  happens  that 
materials  and  labour  rise,  or  it  may  be  fall,  in  cost.  The  case, 
I  think,  can  well  be  imagined  of  machinery  costing  originally 
say  £1,000,  which  could  not  be  replaced  in  five  years'  time  at 
less  than  20  per  cent,  increase  on  that  sum,  or,  as  the  case 
might  be,  20  per  cent,  decrease.  Are  we,  in  determining  the 
depredation,  to  take  any  notioe  of  the  fluctuations  of  ooet  in 
Uie  market?  This  point  will  be  found  on  page  7  of  Mr. 
Guthrie's  lecture,  his  answer  being  that  do  notice  diould  be 
taken  of  such  fluctuations,  and  that  re-valuations  should  be 
made  with  regard  to  normal  cost  rather  than  the  actual  Talue 
on  the  day  of  valuation. 

The  two  points  here  brought  out  may  to  some  extent  be  com- 
bined. I  think  that  the  valuation  should  be  on  the  basis  of  a 
going  concern  without  reference  in  the  least  to  normal  cost, 
whiiSi  ouc^t  to  have  no  influence  on  the  figures  whatever.  If 
it  happens  that  the  normal  cost,  and  the  amount  of  a  subse- 
quent valuation,  show,  after  allowing  for  wear  and  tear,  no 
material  difference,  then  it  is  very  satisfactory  as  a  kind  of  test 
of  the  aocurapy  of  the  re-valuation,  but  this  should,  I  think,  be 
looked  tt  merely  as  an  accident,  a  coincidence.  The  value  ob- 
taining on  Uie  day  of  valuation  for  going  concerns  is,  I  think, 
the  only  soimd  and  safe  way  of  determining  the  amount.  It  is 
what  property  would  fetch,  not  what  it  cost,  that  setties 
the  value. 

In  order  to  get  aU  the  knowledge  we  can  on  the  subject,  I 
may  perhaps  be  allowed  to  make  a  few  remarks  from  another 
able  paper  on  Depreciation,  delivered  by  Mr.  John  Mather, 
F.G.A.,  to  the  Manchester  Institute  some  years  ago.  Amongst 
ottier  things  Mr.  Ifather  calls  attention  to  the  great  need  for 
keeping  separate  from  each  other  items  of  property  which, 
though  closely  allied  in  actual  business,  are  still  totally 
different  things  for  the  purposes  of  accounts. 

He  refers,  as  an  instance,  to  the  case  of  "  Land  and 
Buildings."  This  is  an  account  frequentiv  met  witii  in  this 
form;  l>ut, asMr.  Mather  remarks,  the  buildingB  may  be 
decaying  and  thus  necessitate  a  charge  for  depreciation, 
whereas  the  land  is  not  subject  to  deterioration  in  the  same 
manner  as  buildings. 

But  a  hint  still  more  valuable  was  given  in  that  paper,  and 
it  is  one  which  should  have  our  attention.  Ho  doses  by  saying 
that  Members  of  the  Institute  (Manchester)  should  use  all  the 
opportunities  for  collecting  actual  data  and  statistics  on  the 
subject,  tobesent.to  the  Institute  for  oominling  and  publishing 
as  needful. 

I  do  not  know  whether  any  attempt  was  ever  made  to  carry 
out  this  idea,  but  it  is  one  which  should  be  availed  of  by  us 
with  promptitude  and  energy.  I  would  suggest  the  considera- 
tion of  appointing  a  committee,  a  sole  committee  if  thought 
desirable,  but  the  members  should  be  well  qualified— for  the 
collection  of  all  information  bearing  upon  this  subject,  with 
special  regard  to  cases  where  rates  and  amounts  Lave  been 
given  for  a  series  of  years  or  complete  poiods  from  the  pur- 
chase of  the  plant  to  its  breaking  up,  showing  how  nearly  the 
estimated  rate  corresponded  to  the  loss,  wear  and  tear  subse- 
quently found  to];have  been  actually  going  on,  and  I  have  no  doubt 
most  of  our  members  would  glad^  contribute  such  statistics 
as  came  in  their  way,  and  if  the  member  appointed  took  an 
interest  in  his  work  and  the  object  in  view,  I  have  no  doubt 


his  department  would  be  one  of  the  most  useful  in  our  Society. 
If  we  could  only  get  a  few  examples  of  actual  figures  showing 
the  cost  of  the  plant  of  a  concern,  the  amount  spent  for  repairs, 
the  amount  written  off  as  depredation,  and  the  amount  realised 
by  sale  of  the  old  materials,  with  any  other  element  not  com- 
prised under  these  four  heads,  we  should  perhaps  have  the  most 
mteresting  and  the  most  reliable  paper  on  depxedation  that 
has  ever  yet  been  written. 

There  U  one  more  matter  which  ocoors  to  me  to  mention. 
I  have  followed  very  attentively  all  that  has  been  said  in  these 
discussions  on  Depreciation,  and  I  am  rather  dinappointed  at 
so  littie  having  been  said  on  the  subject  of  ApprtdMiion,    This 

Soint  has  not,  I  think,  been  gone  into  f  uU^.  Such  a  thing 
oes  arise,  and  we  should  have  some  olear  notion  before  us  of 
how  to  treat  it.  In  the  first  of  the  items  in  the  table  near  the 
end  of  Mr.  Guthrie's  lecture,  I  believe  there  is  a  reference  to 
appreoiation  in  the  case  of  land,  but  generally  speaking  it  is 
seldom  referred  to.  There  are  ooncems  in  Manchester,  for 
insiance,  who,  starting  say  twenty  years  ago,  bought  land  for 
business  purposes.  In  some  cases  the  value  of  the  land  has 
risen  enormously.  What  about  the  increase?  Land  bought 
for  £10,000  twenty  yean  ago  would  probacy  sell  for  douUe 
that  amount  now. 

Mr.  Mather  in  his  paper  says  that  land  should  be  distinguished 
in  accounts  from  buildings,  for,  as  he  says,  the  land  not  only 
does  not  need  depredating  bat  may  prodigiously  enhance  in 
value.  If  so,  how  is  it  to  be  dealt  with  7  That  the  value  is 
gradually  rising  must  in  many  oases  be  known  as  surely  as 
that  the  plant  of  a  going  concern  is  depredating.  We  have  a 
great  deal  of  information  as  to  how  the  depreoation  is  to  be 
dealt  with,  but  the  contribution  so  far  to  the  stock  of  informa- 
tion as  to  iqppredation  is  by  no  means  full  or  complete,  the 
only  suggestions  being,  perhaps,  re- valuation  or  suspendon  of 
dutfge  for  depredatioiL 

And  a^^ain,  the  goodwill  of  a  profitable  business  is  often  an 
item  of  importance;  and  when  Mr.  Mather  said  a  few  words 
on  this  point  at  the  last  meeting,  I  thouc^t  he  was  about  to 
enlarge  on  one  phase  of  a  subject  which  needs  fuller  discus- 
don  than  has  jret  been  accorded  to  it.  The  feeling  seemed  to 
be  that  goodwill  should  be  written  off,  as  I  understood,  almost 
absolutely  and  without  exception.  But  why  should  it  be,  if, 
lookiog  at  the  matter  fairly,  it  is  beyond  doubt  worth  money, 
and  could  be  converted  into  that  commodity  whenever  the 
owner  liked  to  sell  ?  It  very  rardy  appears  in  a  balance-sheet 
as  an  asset,  and  yet  there  must  be  concerns  the  goodwill  of 
which  could  readily  be  sold  for  a  large  sum.  Is  ttih  omisdcm 
altogether  from  the  balance-sheet  the  best  and  safest  way  of 
treating  the  item,  looked  at  from  the  standpoint  of  an  ac- 
countant and  as  well  from  a  practical  business  pdnt  of  view? 
And  it  occurs  to  me,  thou^  I  cannot  speak  off-hand  with 
certaintv,  that  ocoadons  ma^  arise  where  tne  mode  as  to  how 
goodwill  has  been  dedt  with  in  past  accounts  becomes  of 
great  praotieal  importance.  In  what  way  does  the  Gourt  of 
Chancery  act  where  it  hss  to  determine  the  shne  of  a  deceaied 
partner  where  the  surviving  partoen  have  the  opticm  of  buying 
up,  at  the  value  standing  in  the  bookii  the  share  of  any  deceaseS 
partner?  I  am  not,  ipeaking  from  recollection,  sun  of  the 
ground,  but  so  far  as  I  remenber  the  decisions  tended  to  prove 
that,  if  goodwill  had  not  been  brought  into  the  hooka  or  in  some 
way  dearly  dealt  with  in  the  accounts  as  an  asset  of  the  firm 
the  repreaentatives  of  a  deceased  partner  could  not  claim  to  have 
it  dealt  with  as  an  asset  on  the  settlement  of  the  diare  of  the 
deoessed  partner.  This  ia  a  point,  however,  which  I  would  like 
to  look  up  before  speaking  podtivdy  upon,  and  pcsdbly  some 
member  present  can  state  what  the  recent  deddons  on  this  point 
have  been.  These,  gentlemen,  are  some  of  the  points  snggeated 
by,  and  aridng  out  of,  the  subject  under  coodderatiott,  and  upon 
which  yon  are  now  asked  to  expreas  your  opinions.  There  sre 
no  doubt  many  othen  which  I  have  overiooxed,  but  which  will 
probably  have  occurred  to  vou.  I  was  glad  to  hear  the  an- 
nouncement made  by  Mr.  Murray  that  we  mav  soon  expect 
another  p^pet  on  this  snbieot  If  we  get  the  ideas  of  varMus 
acoountaots  and  compare  taemi  sad  test  tn  oandTCS  any  diffor* 
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enoe  in  TiewB,  ire  sYiall  be  in  a  fair  way  for  getting  the  fullest 
benefit  from  these  lectures. 

In  reply  to  a  question  by  Mr.  Sutton  the  chairman  said : — I 
cannot  state  the  formulsB  for  working  out  the  amount  of  equal 
annual  payments  on  the  principle  of  an  annuity,  but  in  Inwood 
there  are  not  only  the  tables  given,  but  also,  if  I  remember 
rightly,  the  method  of  working  is  shown. 

To  a  question  by  Mr.  Abbott,  the  chairman  replied :— I  was 
quite  aware  when  I  made  the  remark  that  businesses  are  sub- 
ject to  sudden  changes  for  the  worse  as  well  as  for  the  better, 
and  that  the  goodwill  of  a  business  worth  to  day  £10,000  may 
not  be  worth  anything  to-morrow.  So  also  in  the  case  of  land, 
which  has  been  gradually  increasing  in  value,  it  may  sometimes 
happen  that  this  depreciates.  But  accounts  are  for  the  object 
of  snowing  the  state  of  a  man*s  affairs,  what  he  is  worth.  If 
this  is  so.  and  it  be  admitted,  as  I  think  few  will  dispute,  that 
land  does  appreciate,  and  a  goodwill  of  a  saleable  Tidue  does 

row  in  proportion  to  the  profitable  nature  of  a  business,  then 
fail  to  see  how  the  bringing  in  of  such  appreciation  in  land 
and  in  goodwill  can  be  escaped.  It  is  nothing  to  the  point  to 
say  that  a  ffoodwill  worth  to-day  £10,000  may  be  worth  to- 
morrow lOd.,  or  that  land  ordinarily  increasing  in  value  may 
suddenly  decrease.  We  have,  I  apprehend,  to  make  up  ac- 
counts, after  providing  reasonably  for  contingencies,  as  things 
stand  to-day,  and  let  to-morrow  look  after  itself.  When  to- 
morrow comes  the  accounts  will  be  made  up  on  the  then  exist- 
ing circumstances.  It  is  quite  possible,  for  instance,  that  gas 
may  be  generally  superseded  by  electricity  in  the  future,  but  gas 
shares  are  worth  so  much  to-day,  and  on  that  value  we  would 
mtike  up  accounts. 

Beplying  to  Mr.  Walkden,  the  Chairman  continued:— I 
rather  wish  to  raise  the  question  than  to  attempt  to  settle  it. 
My  object  in  mentioning  it  was  to  hear  as  much  as  could  be 
said  on  the  subject  of  appreciation,  growing  goodwill,  and  other 
instances  of  increment  to  original  cost  or  value.  The  manner  of 
settling  it  will  appear  best  when  it  has  been  thoroughly  dis- 
cussed. Up  to  the  present,  all  attention  has  been  given  to 
depreciation,  and  it  is  now  time  to  hear  what  is  to  be  said  where 
the  opposite  is  the  ease.  It  may  be  quite  right  to  leave  out 
goodwill  altogether  and  absolutely,  but  something  more  than 
tbe  bare  stating  of  this  rule  is  needed.  We  reouire  the  grounds 
for  it,  as  fully  as  they  can  be  gene  into,  and  this  is  what  is 
just  at  present  not  quite  clear.  I  deem  the  principle  of  showing 
the  goodwill  amongst  the  other  assets  in  the  balance-sheet  to  be 
the  essential  part.  The  entry  might  even  be  an  open  one,  with 
an  explanation  to  the  effect  that  the  amount  is  to  be  assessed 
whenever  the  occasion  arises  for  a  final  adjustment  of  tiie  shares 
of  the  partners,  and  In  that  show  unmistakeably  tiiat  it  wis  the 
clear  intention  to  treat  goodwill  as  an  asset 

The  proceedings  dosed  with  the  customary  TOte  of  thanks. 


INSTITUTE  OP  CHARTERED  ACCOUNTANTS 

IN  ENGLAND  AND  WALES. 

IKTEBMBDIATS  EXAMINATION,  JUNE  1883. 

Answbbb  to  Qxtsbtzons. 

AUDITING. 

1. — ^The  object  of  an  independent  professional  Audit  is  to 
detect  error  or  fraud,  and  to  enable  the  trader  or  client  to  know 
his  exact  position.  The  benefit  of  a  thorough  audit  is  tiie  de- 
tection of  fraud  (if  any),  the  rectification  of  error,  the  verifica- 
tion of  the  clienVs  position,  and  the  advantage  of  obtaining 
sound  and  unbiassed  advice. 

2. — ^Against  misrepresentation,  bias  (for  or  against),  suppres- 
sion of  mots,  or  the  taking  of  anything  for  granted  instead  of 
putting  it  to  a  thorough  test. 

8.— Capital  is  the  sum  embarked  in  an  undertaking,  pZ«ff 
any  unexpended  profits  derived  therefrom,  minut  any  loss  sus- 
tained aud  moneys  withdrawn.  Bhortiy  stated  it  is  tiie  sur- 
plus of  assets  over  liabilities. 

Revenue  is  the  net  profit  or  income  deriyed  from  the  em- 
ployment of  cai)ital,  or  the  result  of  personal  exertions  with 
9r  without  tbe  «d  ol  oapital ;  for  inatanoe,  an  a^ent  may  hare 


no  capital,  and  yet  obtain  a  good  income  or  revenue  by  way  of 
commission  as  the  result  of  ms  exertions. 

5.— The  most  important  books  for  examination  and  inspection 
by  an  Auditor  in  an  ordinary  trading  business,  are  the  Cash 
Book,  Purchases  Book  and  Sales  Book.  The  Cash  Book  should 
be  tested  with  the  Banker's  Pass  Book,  Paying  In  Book,  Cheque 
Book,  the  Bill  Books  and  Vouchers,  the  receipts  and  payments 
(so  far  as  possible)  being  verified  by  the  internal  evidence  of 
the  transactions  themselves.  The  purchases  can  be  tested 
with  the  original  Inwards  Invoices,  and  the  sales  to  a  certain 
extent  by  the  Outward  Invoices,  and  if  properly  kept  by  the 
Stock  Book,  but  the  Subsidiary  Books  should  not  be  overlooked. 
Because  the  Auditor  should  verify  all  facts,  and  be  in  a  posi- 
tion to  correct  errors  if  a  proper  audit  is  permitted. 

6. — ^Liabilities  are  a  person's  indebtedness,  direct  or  con- 
tingent. 

Assets  are  what  is  due  to  or  belonging  to  him.  If  he  is  in 
business  it  is  usual  for  his  balance-sheet  to  show  only  such 
liabilities  and  assets  as  relate  thereto.  That  is  to  say,  a  man 
may  have  private  investments  outside  his  business,  so  that  his 
**  general  balance-sheet  **  might  be  very  different  to  his  busi- 
ness one. 

Under  Liabilities  are  comprised,  creditors  on  open  account, 
or  acceptances  on  loans,  his  responsibilities  as  guarantor,  those 
in  respect  of  Bills  Beceivable  under  discount  with  third  parties 
which  he  has  had  to  endorse,  his  liability  to  contribute  in 
respect  of  shares  upon  which  calls  may  be  made,  Ac, 

Under  Assets  are  comprised  Book  Debts,  Stock-in-Trade, 
Bills  Beceivable  in  hand.  Cash  in  hand  and  at  Bank,  Invest- 
ments in  Freehold  or  Leasehold  Property,  Madiinery,  Plant, 
Trade  Utensils,  Furniture,  Fixtures,  Stocks,  Shares,  <Jkc. 

The  Liabilities  should  appear  on  the  left  or  debit  side,  and 
the  Assets  on  the  right  or  credit  side  of  l^e  balance-sheet, 
because  there  is  in  effect  the  statement  of  the  trader's  position 
towards  the  world,  and  not  of  the  world's  position  towards  him, 
hence  it  is  that  capital  (being  the  surplus  of  assets  over  liabili- 
ties) appears  on  the  debit  side  in  order  to  balance  the  state- 
ment. Where  the  balance-sheet  is  so  stated,  and  the  "  capital** 
appears  on  the  credit  side,  it  is  the  reverse  of  capital,  being  in 
fact  **  defioienoy."^ 

7. — ^The  correct  method  of  auditing  and  verifying  the  Cash 
and  Banking  Accounts  of  a  business  is  so  far  as  possible  to 
test  the  receipts  by  the  light  of  facts,  to  see  that  all  Bills  Be- 
ceivable are  duly  accounted  for,  that  Debtors  have  duly  paid 
and  Cash  been  chuged  therewith,  that  other  sources  of  income 
or  receipt  have  been  verified  or  proper  explanation  furnished 
for  their  non-appearance :  to  examine  all  payments  with  the 
cheques  and  vouchers,  compare  the  payments  into  and  out  of 
the  Bank  with  the  Paying  m  and  Cheque-books,  the  Banker's 
Debit  slips,  Bills  Payable,  Ae.^  and  compare  the  Balance  at  Bank 
and  in  hand  with  the  Banker's  Pass  Book  and  the  contents  of 
the  Cash-box.  The  moitu  operandi  varies  with  the  nature  of 
the  business. 

8.—**  Rebate  of  interest  on  Bills  not  due  "  means  the  pro- 
portion of  unearned  interest  represented  by  the  unexpired 
term  of  currency  of  such  bills,  which  proportion  of  interest 
has  not  been  earned  at  the  date  when  such  Balance-sheet  is 
made  up  and  relates  to  the  Profit  and  Loss  of  a  period  sub- 
sequent thereto.  The  item  is  treated  as  a  liability  in  the 
Bslance-sheet. 

9. — Stock  should  be  taken  at  cost,  unless  it  has  depreciated, 
in  which  event  Profit  and  Loss  either  directly  or  indirecUy  is 
affected  thereby ;  for  instance,  if  stock  cost  £1,000,  and  is  only 
worth  £800,  the  gross  profit  from  trading  account  would  be 
reduced  £200.  T&e  Stock  (or  Goods)  Account  is  thus  tnated 
(see  Table  top  of  p.  128). 

lO.^A  Share  represents  the  proportion  of  Capital  which  a 
person  has  invested  or  agreed  to  invest  in  a  particular  under- 
taking, upon  which  Share  be  takes  his  proportion  of  the  profits 
of  the  adventure  (if  there  be  any),  and  upon  which  he  is  liable, 
if  the  company  is  **  limited,"  to  contribute  the  full  nominal 
amount  thereof,  or  if  the  company  be  unlimited  to  contribute 
even  to  tiie  extent  of  the  whole  of  his  means.  A  Debenture  is 
a  Loan  secured  upon  certain  (or  uncertain)  assets  of  tbe  ooai< 
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CAPITAL 

ACCOUNT. 

Nomiiul  Capital-10.000  Sbues 

600,000 

0 

0 

£50eHh      

Amount  UDOkUed  —  £S0  per 
BtaueonOOOOihuM..     .. 

per  iliue  on  1st  oaU  of  £« 
„  2nd      „     £6 
..  Sri      „      AS 

600 
600 
1000 

0 
0 
0 

0 
0 
0 

60,000 
270,000 

3000 
178,000 

0 
0 

0 
0 

0 
0 

0 

500,000 

0 

_0 

500,000 

1^  0 

LIABILITIES. 


To   Crediton    on  Dep 

AtdOl  ' 

At  short  data 

At  ttlTM  monthB  . 

At  lix  moDtha 


To  Liability  on  Bills  Ba-discoimt- 
•d  £136,721  12b. 6d.,  eBtimated|| 
to  be  retDmed 

To  piemiaea  Bedemption  Fnnd 

To  Bhsieholden'  OiTidend. 
per  cent,  on  p«id-np  Okpital  ol 
£178,000 

To  Capital  Paid-up      , ,     . 

To  Pro&t  and  Loss  New  Acoonnt 
e«zii«d  forward 


3,653.139 

ass 

1153G 


Bj  BeonritiM  held,  ▼!>.- 
Ooverament 


By  Loans,  vis. — 
At  0*11  ..  .. 
At  short  date 


By  Bills  disooimted 
By  Premisaa  at  ooat       . , 
By  PreliminaiT  BipeuMS 
Lees  total  amount  writteo 
off  (H  per  eent)     . . 


6000  0 
1000 


31U70 
3M296S    1 
10955  IS 


Fob  I 


To  Office  Bipenses  dnring  year  iuolnding 

Rent,  Bates  and  Taxes        

,  Salaries 

,  Stationery,  Printing  and  Postage     ..     .. 

,  Bepain  to  Premiaes,  Ao 

,  Directois'  Fees | 

,  Anditora'  Fees      

,  Law  Costs 

,  Bebate  oi  Interest  on  Bills  not  yet  dae  . , 
,  Estimated  Liability  on  Bills  re-diBooanted 
,  Premises  Bedemption  Fnnd,  S  per  oent... 
,  Preliminary  Eipenaea,  lOperoent.  written 

off,  makinfi  SO  per  cent 

,  Bhareholdere'  Dividend,  80  per  oent.  on  ' 

£178.000 I 

,  To  Balance  to  new  Profit  and  Lon  Ae- 1| 


0   0 

a  1 

2   9 
0   0 
0   0 
6    0 
6   2 
6   8 
6   0 

By  Balanoe  from 
By  arose  Profit  1 

0   0 

0   0 

0   7 
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To  Stock  in  hand  at  commenoement 
M  PoTChases 


•••    ••■ 


•••    ••• 


„  Wastes— Mannfactoxing 

ff  Oarriage 

By  Sales      

„  Stock  in  hand  (cost  £1,000) 
To  Froftt  and  Loss— OroaBs  pzofit ... 


*••   ••• 


•■•   ••• 


••   ••• 


••a   ••• 


•  ••   aaa   aaa  •••       aaa   ait 


1  ^ 

>    1300 

•   12000 

1   5400 

400 

1300 

8. 

d. 

£ 

19500 
800 

8. 

20300 

30300 

£300 

d. 


To  Balance  Stodk 

pan7,  bearing  a  fixed  rate  of  interest  payable  before  the  Share 

Lb  entitled  to  participate  in  profits. 

BAMKBUPTOT  AMD  OOlfPAMT  LAW. 

1.— (o).  That  the  debtor  has  with  intent  to  defeat  or  dday 
his  creditors  departed  from  his  dwelling  house,  or  otherwise 
absented  himself. 

(6). — ^That  execution  against  the  debtor  for  a  sam  exceeding 
£60  has  been  levied  by  seizure  and  sale  of  his  goods. 

(e).— That  hating  been  served  with  a  debtor's  summons,  the 
debtor  neglects  for  the  space  of  seven  days  to  pay  the  debt,  or 
to  seoore  or  oomponnd  for  the  same. 

2..(a).  The  landlord  may  distrain  for  the  rent  dae  to  him 
not  exceeding  one  year's  rent  aocmed  due  prior  to  the  date  of 
the  adjudication. 

(fr).— If  any  rent  aeemes  due  after  the  adjudication,  his  right 
to  distrain  on  the  goods  of  the  estate  for  such  after  accruing 
rent  is  the  same  as  if  bankruptcy  bad  not  occurred,  and  the 
tenancy  had  been  continued  by  the  bankrupt. 

8. — He  is  entitled  to  be  paid  any  dividend  or  dividends, 
which  he  has  failed  to  receive,  before  the  money  in  the  hands 
of  the  trustee  is  applied  to  the  payment  of  any  further  dividend, 
but  he  is  not  entitled  to  disturb  the  payment  of  any  dividend 
declared  before  his  debt  was  proved. 

4.— (a).  To  have  regard  to  any  directions  that  may  be  given 
by  the  committee  in  regard  to  the  administration  and  distri- 
bution of  the  bankrupt's  property,  except  where  such  directions 
are  overridden  by  a  resolution  of  the  creditors. 

(b). — To  call  a  meeting  of  the  committee  every  three  months 
lor  the  purpose  of  having  his  accounts  audited  by  them,  and 
obtaining  their  directions  as  to  the.deelaration  of  a  dividend. 

(e). — To  call  specisJ  meetings  of  the  committee  when  neces- 
sary. 

(d)j^To  obtain  the  sanction  of  the  committee  to  do  any  of 
the  things  mentioned  in  the  27th  section  of  the  Act. 

(«), — To  obtain  the  sanction  of  the  committee  to  the  employ- 
ment of  a  solicitor  or  other  agent. 

(f). — ^To  obtain  the  sanction  of  the  committee  to  the  appoint- 
ment of  a  bank  where  the  creditors  have  failed  to  appoint  such 
bank. 

^p), — To  obtain  the  concurrence  of  the  committee  to  his  re- 
port for  closing  the  bai^ruptqy  in  case  the  whole  of  the  bank- 
rupt's property  has  not  been  realised. 

(A). — To  get  the  committee  to  certify  the  copy  of  bis  estate 
book  required  to  be  forwarded  to  the  Oomptroller. 

(t). — ^To  obtain  their  certificate  to  the  correctness  of  the 
oopy  of  his  bank  [pass  book  required  to  be  forwarded  to  the 
Comptroller. 

(k).  —To  convene  a  meeting  of  creditors  for  the  purpose  of 
filling  a  vacancy  in  the  committee  of  inspection. 

5.— In  baxJmiptpy  and  liquidation  by  arrangement  the  pro- 
perty of  the  bankrupt  or  debtor  vests  in  the  trustee  appointed 
oy  uie  aeditors,  but  in  composition  cases  the  debtor's  property 
remains  vested  in  himself,  and  does  not  pass  to  any  trustee  ap- 
pointed under  the  resolution,  such  trustee  being  appointed 
merely  to  receive  and  distribute  the  composition. 

6. — ^By  the  Companies  Act,  1862,  a  company  limited  by 
shares,  and  being  a  joint  stock  company  within  the  meaning  of 
the  Act,  may  mo^fy  the  conditions  contained  in  its  memo- 
randum of  association  bv  special  resolution  if  authorised  to  do 
so  by  its  regulations  in  the  following  particulars  :— 

It  may  increase  its  capital  by  tne  issue  of  new  shares  of 
such  amount  as  it  thinks  expedient.  It  may  consolidate  and 
divide  its  capital  into  shares  of  Larger  amount  than  its  exist- 
ing shares,  or  it  may  convert  its  paid-up  shares  into  stock. 
Bzoept  in  these  oases,  and  in  case  of  a  change  of  name,  no 


further  alteration  shall  be  made  in  the  memorandum  of 
association.  But  by  the  subsequent  Acts,  and  in  the  manner 
therein  mentioned,  the  memorandum  of  association  may  be 
modified  so  as — 

To  make  the  liability  of  directors  unlimited ; 

To  reduce  the  capital  and  shares ; 

To  divide  the  shares  into  shares  of  smaller  amount ; 

To  create  reserve  liability ; 

To  return  undivided  profits  in  reduction  of  paid-up  capital. 

7. — In  the  event  of  a  company  being  wound-up,  a  past  mem- 
ber shall  not  be  liable  to  contribute  to  the  assets  of  the  com- 
pany if  he  has  ceased  to  be  a  member  for  the  period  of  one 
year  or  upwards  prior  to  the  commenoement  of  the  winding-up. 
Neither  shall  he  be  liable  to  contribute  in  respect  of  any  debt 
or  liability  of  the  company  contracted  a'ter  he  ceased  to  be  a 
member.  Nor  shall  he  be  liable  to  contribute  to  the  assets  of 
the  company  unless  it  appears  to  the  Court  that  the  exist- 
ing members  are  unable  to  satisfy  the  contributions  required 
to  be  made  by  them  in  pursuance  of  the  Act.  If  the  company 
is  limited  by  shares,  no  contribution  shall  be  required  from 
any  member  exceeding  the  amount  if  any  unpaid  on  the  shares 
in  respect  of  which  he  is  liable  as  a  presgit  or  past  member. 

8.— No  contract  made  preparatory  to  the  incorporation  of  a 
company  is  binding  on  the  company  afterwards,  as  it  had  no 
existence  ;previous  to  incorporation,  and  consequently  could 
not  contract.  In  this  case  the  remedy  of  A.  B.  for  the  100 
fully  paid-up  shares  would  be  by  action  against  the  pro- 
motor,  8ucl\  action  being  brought  after  the  incorporation  of 
the  company. 

9. — The  Companies  Act  of  1862  says  that  a  resolution  shall 
be  deemed  to  be  special  whenever  it  has  been  passed  by  a 
majority  of  not  less  than  three-fourths  of  such  members  of  the 
company  for  the  time  being  entitled  according  to  the  regulations 
of  the  company  to  vote  as  may  be  present  in  person,  or  by 
proxy,  at  any  general  meeting  of  which  notice  specifying  the 
intention  to  propose  such  resolution  has  been  duly  given,  and 
such  resolution  has  been  confirmed  by  a  majority  of  such 
members  at  a  subsequent  general  meeting,  of  which  notice  had 
been  given,  and  held  at  not  less  than  fourteen  day«  nor  more 
than  a  month  from  the  date  of  the  meeting  at  whidb  such  reso- 
lution was  first  passed. 

10. — A  company  may  be  wound-up  by  the  Court— 

fl.) — Whenever  a  special  resolution  has  been  passed  re- 
quiring the  company  to  be  wound-up  bv  ihe  Court. 
f2.^ — ^Whenever  the  company  is  unable  to  pay  ite  debts. 
3.)— Whenever  the  Court  is  of  opinion  that  it  is  just  and 
equitable  that  the  company  should  he  wound-up. 
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fJECEIPT    8118,    OCTOBER  Ist,  1888.      Will  the 

1-^  holder  of  our  receist  bearing  this  number  kindly  communicate  the 
contents  to  Hessn  0E£  and  Co.f  St.  Stephen's  Chambers,  Telegraph 
Street,  E.G.? 


SBEFFTELD   GHABTEBED  accountants'  students'  SOCIETY. 

We  are  pleased  to  announce  that  at  a  meeting  of  the 
Committee  of  the  above  Society,  held  on  August  8th, 
the  following  resolution  was  passed : — 

"  That  this  Committee,  having  considered  the  claims 
of  the  Journals  published  bj  Messrs.  Gee  and  Co.  and 
Mr.  A.  E.  Piggott  respectively,  are  of  opinion  that  it 
would  be  to  the  interests  of  the  members  of  this  Society 
to  support  the  Journal  of  Messrs.  Gee  and  Co.  in 
preference  to  the  other,  and  this  Committee  reconunends 
the  members  of  this  Society  to  subscribe  to  Messrs.  Gee 
and  Co.'s  publication." 


INSTITUTE   EXUONATIONS. 

Our  Charter  is  still  in  its  infiancy,  [notwithstanding 
the  Council  have  already  proved,  in  various  ways, 
that  their  earnest  desire  is  to  promote  the  true  interests 
of  the  profession.  Students  are  afforded  the  facility  of 
access  to  a  library  which  has  already  assumed  impor- 
tant dimensions.  The  secretary  is  always  ready  with 
information  conveyed  in  courteous  terms.  The  Council 
avail  themselves  of  every  opportunity  of  promulgating 


information  which  is  likely  to  prove  of  utility  to  the 
profession.  In  addition  to  this,  prizes  of  considerable 
intrinsic  value  are  offered  to  those  candidates  who 
excel  in  their  examinations.  While  fully  appreciating 
these  facts,  we  hope  the  Board  of  Examiners  will  re- 
gard in  a  proper  spirit  the  suggestions  which  we  deem  it 
our  duty  to  make  in  the  true  interests  of  the  profession. 

From  numerous  channels  we  have  received  communi- 
cations calling  attention  to  various  points  in  connection 
with  the  examinations,  which  are,  we  think,  worthy  of 
serious  consideration. 

One  feature  of  merit  in  connection  with  accountancy 
is  undoubtedly  that  of  neatness.  Students,  however, 
complain  that  the  questions  on  bookkeeping  at  the  last 
Final  Examination  involved  so  much  mechanical  labour 
as  to  make  expedition  of  the  highest  importance,  and 
therefore  neatness  was  impossible.  And  it  is  further 
suggested,  that  as  accuracy  should  be  of  the  first  im- 
portance, and  quickness  only  secondary  thereto,  the 
questions  ought  to  be  such  as  to  afford  fair  time  for 
consideration.  In  order  to  test  the  justice  or  otherwise 
of  these  complaints,  we  induced  a  gentleman  of  acknow- 
ledged skill  in  the  profession,  to  time  the  answers  re- 
quired to  be  given  to  bookkeeping,  and  his  reply  to  us 
was  that  it  took  him  five  hours  to  rule  the  necessary 
forms  and  complete  the  answers,  and  that  in  that  period 
he  had  no  margin  for  neatness  either  of  writing  or 
ruling.  As  the  examinations  are  limited  to  three  days 
each,  and  it  is  not  desirable  to  encourage  scrambling 
work,  we  feel  sure  that  in  their  next  examinations  the 
Council  will  take  this  question  into  serious  consideration. 
So  long  as  the  questions  are  not  **  catchy"  but  such  as 
to  afford  fair  tests  of  a  candidate's  efficiency,  it  does  not 
matter  how  stiff  they  are,  provided  that  tiie  first  prin- 
ciples of  accountancy  are  observed,  viz.  accuracy  and 
neatness,  in  contradistinction  tc  quickness,  untidyncss, 
and  inaccuracy. 

The  object  of  an  examination  should  be  to  test  the 
general  knowledge  of  the  candidate  upon  the  various 
subjects,  so  as  to  enable  the  examiner  to  arrive  at  a 
just  conclusion  as  to  his  fitness  for  the  position  he 
aspires  to  occupy.  In  considering  the  law  questions 
set  at  the  last  examination  of  the  Institute  of  Char- 
tered Accountants,  it  does  not  appear  that  they  accom- 
plish that  object,  but  on  the  contrary  tend  rather  to 
mislead  the  candidate  than  to  test  his  proficiency.  If 
certain  books  are  chosen  by  the  CouncU  for  the  candi- 
date to  study,  the  questions,  we  venture  to  think, 
should  be  answerable  by  those  books,  which  was  cer- 
tainly not  the  case  on  the  last  occasion.  We  think 
also  that,  so  far  as  the  legal  questions  are  concerned, 
the  severity  of  the  examination  might,  with  advantage, 
be  somewhat  relaxed. 
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There  is  another  point  on  livhich  we  have  received 
complaints,  viz.  with  regard  to  the  determination  come 
to,  practically  within  a  month  of  the  examinations,  to 
treat  the  new  Bankruptcy  Act  as  a  subject  of  examina- 
tion. Some  of  the  candidates  assert  that  they  are 
preparing  for  future  practice,  and  therefore  that  it  is 
absolute  waste  of  time  to  acquire  knowledge  of  an  Act 
which  will  within  three  months  become  obsolete.  There 
is  some  reason  in  this  objection,  although  the  Council 
would  probably  retort  by  saying  that  questions  in  con- 
nection with  the  existing  Act  arc  likely  to  arise  for 
some  considerable  time  to  come. 

On  the  other  hand  others  complain  that  they  are 
called  upon  to  study  a  skeleton  Act  which  must  remain 
both  unworkable  and  unintelligible  until  vivified  by  the 
rules  and  orders  which  still  have  to  be  made. 

Everybody  who  studied  the  18C9  Act  when  first  it 
was  made  public  must  have  been  surprised  at  the 
manner  in  which  some  of  its  sections  were  altered 
and  stultified  by  the  niles  subsequently  issued. 
The  fair  course  would,  however,  appear  to  be  to  set 
two  series  of  questions  under  the  heading  of  Bank- 
ruptcy, namely,  one  set  under  the  existing  Act  and 
another  set  under  the  coming  Act,  and  allow  to  students 
the  right  of  selection. 

Another  feature  which  appears  to  commend  itself  to 
our  solicitor  friends  is  that  the  questions  in  relation  to 
legal  points  are  now  put  less  as  dry  propositions,  and 
more  in  such  foim  as  to  require  the  application  of  legal 
knowledge  to  the  treatment  of  figures.  This  is  un- 
doubtedly another  important  step  in  the  right  direc- 
tion, for  what  is  wanted  of  accountants  is  not  so 
much  abstract  legal  knowledge  as  the  power  of 
utilising  such  knowledge  in  connection  with  accounts. 
The  less  we  display  our  knowledge  of  law  as  law, 
and  the  more  we  show  our  appreciation  of  it  as  afifect- 
ing  the  treatment  of  accounts,  the  better  it  will  be  both 
for  us  and  for  the  sister  profession.  While  our  solicitor 
friends  undoubtedly  prefer  to  employ  accountants  who 
do  not  require  to  be  educated  up  to  their  work,  they 
iiave  a  justifiable  objection  to  those  who  attempt  to 
assume  theur  functions,  or  what  is  ahnost,  if  not  quite 
as  bad,  act  as  if  they  are  so  near  perfection  as  to  be 
superior  to  the  mstruotions  which  it  is  a  lawyer's  duty 
and  privilege  to  give. 

We  have  no  fear  that  these  remarks  will  be  mis- 
understood either  by  candidates  on  the  one  side  or  by 
the  Council  on  the  other.  It  is  the  duty  of  the  former 
to  prove  that  they  are  competent  to  carry  out  the  grave 
responsibilities  they  may  have  to  undertake,  and  it  is 
the  duty  of  the  Council  to  be  satisfied  as  to  the  eflficiency 
of  candidates.  Therein  lies  the  guarantee  the  Council 
have  to  ofier  to  the  public,  and  it  is  to  the  interest  of 
all  deserving  candidates  that  incompetent  persons 
should  be  excluded  from  the  ranks  of  a  profession  of 
which  they  hope  hereafter  to  become  honourable  and 
efficient  members. 


COMPANIES    ACTS. 

After  the  order  for  winding-up  is  made  by  the  Court  no 
action  can  be  commenced,  nor  can  any  action  be  con- 
tinued, against  the  company  without  leave  of  the  Court ; 
and  a  copy  of  the  order  made  by  the  Court  must  be  sent  to 
the  registrar  by  the  company.    The  Court  has  con- 
siderable discretion  as  to  making  an  order  for  winding- 
up  a  company ;  and  may,  if  so  disposed,  order  a  meetmg 
to  be  held  under  its  direction  for  the  purpose  of  ascer- 
taining the  wishes  of  the  creditors,  or  contribntories ; 
regard  being  had  to  the  value  of  the  debts  due  to  each 
creditor,  and  the  number  of  votes  allowed  to  each  con- 
tributory by  the  regulations  of  the  company.     The 
next  sections  of  the  act  deal  with  **  official  liquidators,** 
their  powers  and  duties.     If  the  order  for  winding-up 
the  company  has  been  obtained,  the  Court  may  appoint 
one  or  more  official  Uquidators  to  assist  in  the  winding- 
up,  and  may  also  direct  whether  they  shall  be  call^ 
upon  to  give  security,  and  if  so,  to  what  amount ;  and 
if  no  offiicial  hquidators  are  appointed,  the  property  of 
the  company  shall  be  supposed  to  be  in  the  custody  of 
the  Court.     If  an  official  [liquidator  resigns,  or  if  he  is 
removed    by  the    Court,   the    Court  may  fill  up  the 
vacancy.    The  official  liquidator's  remuneration,  whether 
by  commission  or  otherwise,  is  to  be  directed  by  the 
Court,  and  he  is  to  take  into  his  charge  all  books,  pro- 
perty, and  documents  belonging  to  the  company,  and  to 
perform  such  duties  as  the  Court  may  require.      The 
official  hquidator  may  take  part  in  any  legal  proceedings, 
civil  or  criminal,  in  the  name  and  on  behalf  of  the 
company,  and  may]either  prosecute  or  defend  ;  may  sell 
the  company's  property  by  public  auction  or  private 
contract ;  and  can  transfer  all  interest  in  the  same  to  any 
person  or  company,  either  in  one  lot  or  in  parts  to 
different  persons ;   may  carry  on  the  company's  busi- 
ness so  far  as  it  may  be  beneficial  to  do  so  ;  may  do  all 
acts  and  sign  all  documents  in  the  name  of  the  company^ 
and  use  the  company's  seal  for  the  purpose  ;  may  prove 
against  the  estate  of  any  contributory,  and  draw  a  divi- 
dend thereupon  for  any  balance  against  such   estate 
due  to  the  company,  and  may  receive  dividends  in  res- 
pect of  the  same  ;  may  sign  bills  and  notes  in  the  name  of 
the  company,  and  raise  money  upon  the  assets  of  tho 
company  when  it  is  necessaiy  to  do  so  ;  and  in  fact  may 
do  all  such  things  as  may  be  necessary  for  winding-up 
the  affairs  of  the  company  and  distributing  the  assets. 
The  official  liquidator  may  exercise  any  of  the  duties 
mentioned  without  the,  interference  of  the  Court  if  the 
Court  so  provide :  but  if  he  is  provisionally  appointed, 
his  powers  will  be  limited  by  the  order  under  which  he 
is  appointed.    He  may  also,  with  the  permission  of  the 
Court,  appoint  a  solicitor  to  assist  him  in  his  duties. 
After  the  winding-up  order  has  been  made  by  the  Coart, 
it  must  settle  who  are  liable  to  be  called  upon  as  con- 
tribntories, must  collect  assets  and  pay  liabilities,  and 
may  order  any  contributory,  trustee,  receiver,  banker, 
agent,  or  officer  of  the  company  to  deliver  np  to  the 
official  liquidator  any  books,  documents,  or  property  to 
which  the  company  is  prima  fade  entitled,  and  may 
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also  order  any  contributory  to  pay  to  the  company  any 
money  dne  from  him  or  from  the  estate  that  he  repre- 
sents as  executor  or  trustee,  &c.  If  any  executor  of  a 
deceased  shareholder  who  is  made  a  contributory  as 
personal  representative  of  the  deceased  does  not  pay 
the  amount  due  from  him  when  the  order  for  such  pay- 
ment has  been  made,  proceedings  may  be  taken  by  the 
company  to  have  the  real  or  personal  estate  of  the 
deceased  shareholder  administered  by  the  Court,  so  as 
to  compel  payment  of  the  sums  due  from  the  estate  to 
the  company.  The  Court  may  also  limit  the  time  for 
the  creditors  to  prove  their  claims  against  the  company, 
and  by  that  means  prevent  the  waste  of  time  that 
would  take  place  if  creditors  were  allowed  to  take  their 
own  time  for  proving  their  debts.  When  all  the  debts 
of  the  company  have  been  paid  and  its  affairs  wound-up 
and  finished,  the  Court  must  make  an  order  to  dissolve 
it,  and  the  dissolution  of  the  company  takes  place 
from  the  date  of  the  order.  The  official  liquidator  then 
communicates  this  order  to  the  registrar,  who  ought  to 
make  a  note  of  it  in  his  books  ;  and  the  official  liqui- 
dator is  liable  to  a  penalty  of  £5  for  every  day  that  ho 
neglects  to  make  tiiis  communication  to  the  registrar. 
After  making  the  winding-up  order,  the  Court  may 
summon  before  it  any  person  supposed  to  have  in  his 
possession  any  property  belonging  to  the  company,  or 
who  is  supposed  to  be  indebted  to  the  company  in  any 
sum  or  sums  of  money ;  also  any  person  who  is  sup- 
posed to  be  able  to  give  any  information  about  the 
company.  If  any  person  summoned  to  appear  before 
the  Court  refuses  to  obey  such  summons  after 
reasonable  expenses  have  been  offered  them,  they  may 
be  apprehended,  unless  they  have  a  good  excuse  which 
the  Court  thinks  fit  to  accept.  The  Court  may  also 
examine  upon  oath,  either  orally  or  by  interrogatories, 
any  person  brought  before  it  as  before  mentioned,  and 
may  make  him  sign  his  deposition. 


Students'  Society  Co-opekation. 

To  the  Editor  of  The  Accountants  Students  Journal. 

Sir, — Having  seen  the  letter  in  your  last  issue  on  the 
above  subject,  I  tliink  it  may  interest  your  readers  to  note 
liule  17  of  the  Birmingham  Society,  which  seems  to  me  to 
meet  the  case  in  a  more  practicable  manner  than  would  the 
system  proposed  by  Mr.  Piggott.  The  rule  is  as  follows  : — 
^*  All  members  of  Students*  Societies  formed  on  the  basis 
of  the  Bii*mingham  Accountants*  Students*  Society  shall, 
by  courtesy,  be  admitted  to  membership  while  visiting  the 
town." 

Yours,  &c. 

Alfbed  J.  CuDWORTH,  Ilon.  Sec, 
Birmingham  Accountants*  Students*  Society. 
Birmingham,  October  11th,  1883. 


Reduction  of  Citbrency  to  Decimals. 
To  the  Editor  of  The  Accountanti  Students'  Journal, 
Sill— With    reference    to    letters  appearing  in  your 


Journal  on  the  above  subject,  it  may  be  interesting  to 
students  to  know  of  a  method  of  reduction  to  3  places  of 
decimals,  which  although  not  exactly  correct,  is  so  nearly 
so  that,  except  where  dealing  with  verv  large  figures  in- 
deed, its  accuracy  may  be  safely  f relied  upon,  and  with  a 
little  practice  both  the  conversion  of  currency  to  decimals 
and  the  reverse  may  be  performed  at  a  glance,  thus  saving 
much  time  and  avoiding  working  upon  paper.  I  have 
found  the  method  invaluable  myself  in  practice. 

Two  short  rules  must  be  learned,  viz. — 

1st  For  the  reduction  of  shillings,  halve  the  same  and 
place  the  figure  in  the  first  decimal  product,  and  if  the 
shillings  be  uneven  5  must  be  placed  m  the  2nd  decimal 
places. 

2nd.  For  the  reduction  of  pence  and  farthings  reduce 
all  to  farthings,  and  if  the  pence  amount  to  6d.  or  above, 
1  must  be  added  to  the  number  of  farthings  produced, 
and  the  product  supplies  the  2nd  and  3rd  places. 
Ex.  17s.  2d.  to  decimal  of  £1 

By  above  rules 

17s.  =  £-850 
2d.  =  8  farthings  =  £008 


£•858    Answer. 


7id.= 


Again,  16s.  7id.  to  decimal  of  £1 

16s.  =  £-800 
28  farthings  +  1  =  29  =  £'029 


£*829    Answer. 


The   reversion  of  the  above  process  serves  to  reduce 
decimals  to  currency. 

I  may  say,  that  the  incorrectness  in  the  above  method 
is  caused  by  regarding  farthings  as  "001,   i.e.  rt^CTT  of  £1, 
instead  of  the  exact  fraction,  viz.  -0010416  or  ^J^  of  £1- 
Apologising  for  trespassing  so  ranch  upon  your  space. 

Yours,  &c. 

A.  E.  Bacu. 
London,  1st  October,  1883. 


BIRMINGHAM  ACCOUNTANTS*  STUDENTS* 

SOCIETY. 


The  First  Annual  General  Meeting  of  this  Society  was  held 
on  Thursday  the  Slst  May.  1883.  The  chaii*  was  taken  by 
Mr.  Edward  Carter,  F.C.A.  (the  President),  and  their  were 
present  Mr.  Chas.  A.  Harrison,  F.C.A.  (Vice-President),  Mr. 
Allen  Edwards,  and  about  40  other   honorary  and  ordinary 

members.  ,    , 

Mr.  H.  F.  Woodward,  who  acted  as  Secretary,  read  Iho 
circular  convening  tlie  meeting,  which  announced,  as  the 
business  to  be  transacted,  the  consideration  of  the  printed 
Report  and  Accounts,  and  of  a  new  set  of  Rules,  and  the 
election  of  a  fresh  committee. 

The  Chairman  informed  the  meeting  that  the  new  mles  had 
been  drafted,  but  as  the  committee,  in  consequence  of  their  hav- 
ing no  secretary,  had  not  had  time  to  fully  consider  the  proposed 
changes,  and  that  as  they  had  therefore  been  unable  to  print 
the  new  rules  and  place  them  in  the  hands  of  the  members, 
it  had  been  decided  to  refer  them  to  the  new  committee  for  fur- 
ther consideration,  and  submit  them  to  the  members  for  discus- 
sion at  a  special  general  meeting  to  be  held  Uter  in  the  year. 
It  was  then  agreed  that  the  following  Report  be  taken  as  read : 

BEPOBT  OF  THB  COMUITTEE. 

To  be  presented  to  the  First  Annual  General  Meeting,  to  be 
held  on  the  8l8t  May,  1883.  .,,,  .xu-    a    •  * 

The  Committee  are  glad  to  be  able  to  report  that  this  Society, 
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though  it  has  been  in  existence  little  more  than  a  year,  has 
already  made  considerable  progress  towards  realising  the 
objects  for  which  it  was  formed^ 

The  Society,  when  it  started  on  the  Hth  March,  1882,  con- 
tained 46  members.  Since  that  date  93  new  members  have  been 
elected,  thus  making  139  members  who  have  joined  the  Sooietv. 
Alter  dedncting  eleven  resignations  from  various  causes,  the 
numbers  now  are — 

Honorary  members  in  practice 29 

Honorary  members  not  in  practice 12 

Ordinary  members 87 

Making  a  total  of 128 

These  numbers,  though  they  show  such  a  considerable 
increase  during  a  comparatively  short  period,  yet  hardly  realise 
the  expectations  which  were  entertained  by  some  of  the 
founders  of  the  Society ;  and  the  Committee  would  strongly 
impress  upon  every  individual  member  the  vital  importance 
of  exerting  his  utmost  power  to  induce  others,  especially  his 
fellow  clerks,  to  join  the  Society. 

Fourteen  ordinary  general  meetings  of  the  Society  have 
been  held  during  the  two  past  Sessions.  At  these  meetings  the 
members  have  had  opportunities  of  hearing  the  following  series 
of  technical  lectures  delivered  by  honorary  members  of  the 
Society : — 

Autumn  Seision^  18S2. 

The  Inaugural  Address,  by  the  President,  Mr.  Edward  Carter. 
Bankruptcy,    . .    by  the  Vice-President,  Mr.  Chas.  A  Harrison. 

The  Comi^anies*  Acts      • by  Mr.  A.  H.  Gibson. 

Bookkeeping     by  Mr.  B.  L.  Impey. 

Auditing .by  Mr.  Joseph  Slocombe. 

Trustees  and  Liquidators      . .     . .     by  Mr.  W.  N.  Fisher. 

Spring  Session^  1883.  ' 

I 

Some  of  the  Difficulties  Accountants )  .     «r     ah     nji       ^ 

experience,  and  their  Remedies      )  ^^  ^'  ^"®^  Edwards.      ^ 
Bxecutors'  and  Trustees*  Accounts      by  Mr.  O.  Holt  Caldicott  ' 
Interest  and  Sinking  Funds   . .     . .     by  Mr.  Howard  S.  Smith 
Bankruptcy        by  Mr.  Luke  J.  Sharp. 

The  Committee  congratulate  the  ordinary  members  on  being 
associated  with  so  considerable  a  number  of  gentlemen,  who, 
by  their  untiring  zeal  as  well  as  by  their  exceptional  ability, 
have  not  only  rendered  subjects,  hitherto  considered  tedious 
and  dull,  surpassingly  interesting,  but  have,  with  daimtless 
good-nature  and  patience,  consented  to  answer  any  number  of 
questions  put  to  them,  and  to  explain  any  difficulties  which 
have  arisen  in  the  minds  of  their  hearers. 

Burins  the  Autumn  Session  a  Mock  Shareholders'  Meeting 
was  held  to  discuss  the  accounts  and  report  of  a  fictitious 
mining  company.  The  necessary  data  had  been  skilfully 
prepared  by  our  late  secretaiy,  Mr.  John  B.  Ellerman,  who 
occupied  the  chair,  and  the  various  points  in  the  printed 
Balance  Sheet  were  admirably  pointed  out  and  discussed  by 
the  ordinary  members  present.  So  successful  was  this  venture, 
and  so  great  the  interest  it  excited  amongst  the  members 
of  the  Society,  that  the  Committee  venture  to  suggest  that 
greater  attention  be  devoted  in  future  to  similar  meetings, 
and  hope  that  some  scheme  may  be  formulated  whereby 
the  various  Students'  Societies  may  participate  in  the  neces- 
sary expense  and  trouble  of  preparing  and  printing  the 
accounts  and  other  matter  required. 

In  compliance  with  strong  expressions  of  opinion  from  some 
of  the  members,  the  Committee  arranged  during  the  Spring 
Session  to  hold  Debates  as  provided  in  Bales  11,  12,  and  13. 
Though  great  interest  seems  to  have  been  taken  in  them  at 
first,  and  though  a  stzongly-marked  improvement  may  be  ob- 
served to  have  taken  place  since  the  formation  of  the  Society 
in  the  style  and  manner  of  many  of  the  speakers,  yet  the  at- 
tendance at  the  later  debates  fell  off  considerably  :  the  Com- 
(nittee  sincerely  regret  that  this  should  have  been  (he  case, 


and  to  remedy  the  evil  so  far  as  possible,  they  propose  certain 
alterations  in  the  Bales,  for  the  purpose  of  effectually  sUeocing 
all  the  complaints  which  have  as  yet  been  made. 

The  Committee  have,  so  far  as  the  limited  funds  at  their 
disposal  would  allow,  formed  a  Library,  which  now  contains  all 
those  books  which  the  Council  of  the  Institute  recommend,  or 
have  recommended,  to  candidates  preparing  for  intermediate 
and  final  examinations ;  and  besides  these  a  number  of  more 
general  legal  and  other  works,  the  perusal  of  which  cannot  fail 
to  be  of  great  service  to  students,  and  greatly  increase  their 
knowledge  of  the  theory  and  practice  of  Aoooontanpy.  The 
Committee  are  of  opinion  that  there  ^ould  be  several  copies 
of  many  of  the  books,  but  they  have  been  unable  to  do  this  in 
consequence  of  the  drain  on  the  resources.  They  have  been 
able  to  purchase  nearly  fifty  volumes,  but  fear  that  donations 
will  have  to  be  asked  for  in  the  future.  Tlfe  Committee  are 
gratified  to  learn  from  the  librarian  that  the  works  purchased 
some  months  ago  have  been  freely  used  by  the  members ;  and 
they  feel  confident  that  a  judicious  extension  of  this  feature  of 
the  Society  will  be  of  immense  practical  value. 

The  Committee  have  several  times  had  under  consideration 
the  desirability  of  obtaining  rooms,  at  which  the  Society's 
books  could  be  kept  and  the  Committee  meetings  and  other 
ordinary  business  of  the  Society  carried  on :  they  have  not  yet, 
however,  been  able  to  come  to  any  decision  on  the  subject,  but 
they  venture  to  hope  that  before  long  an  arrangement  may  be 
made  with  the  local  Society  of  Chartered  Aoooontants, 
enabling  the  Students'  Society  to  use  a  portion  of  the  premises 
occupied  by  that  body. 

It  is  a  matter  for  cengratulation  that  at  the  final  examination 
held  by  the  Institute,  in  December  last,  the  successfal  candi- 
dates placed  first,  fourth,  and  fifth,  in  order  of  merit,  were 
members  of  this  Society,  our  late  secretary,  Mr.  Jo^  B.  Eller- 
man, being  at  the  head  of  the  list. 

Towards  the  end  of  the  Autumn  Session  the  Committee  care- 
fully considered  the  advisability  of  starting  a  newspaper  in  con- 
nection with  the  Society ;  but  the  speculative  and  arduous 
nature  of  the  undertaking  compelled  them  much  against  their 
will  to  relinquish  the  idea.  Since  that  time  Students*  Societies 
have  been  formed  in  Manchester,  Liverpool,  and  London :  and 
in  consequence  of  their  growing  importance,  two*  Students' 
Journals  have  simultaneously  been  established — one  by  Messrs. 
Gee  and  Co.,  the  publishers  of  T/te  Accountant;  the  other  by 
the  secretary  of  the  London  Students'  Society.  After  con- 
siderable discussion  and  correspondence,  and  a  comparison  of 
the  first  numbers  issued,  the  Committee  have  arrived  at  the 
conclusion  that  the  publication  of  Messrs.  Gee  and  Co.  would, 
in  all  probability,  be  more  impartial,  and  better  represent  the 
interests  of  the  provincial  Societies :  for  these  reasons,  and  in 
remembrance  of  the  courtesy  and  kindness  with  which  Messrs. 
Gee  and  Co.  have  always  treated  oar  Society,  the  Committee 
have  resolved  to  support  them  in  their  venture,  and  hope  that 
this  decision  will  be  endorsed  by  other  provincial  Societies. 

The  Committee  have  since  their  election  hdd  25  meetings ; 
and  Sub-Committees,  which  have  been  appointed  for  special 
nrpposes,  have  also  held  numerous  meetings. 

The  Treasmrer  (Mr.  A.  B.  Johnson)  aftcwards  presented  the 
Accounts,  which  are  as  follows : — 

ACCOU;^  OF  RECEIPTS  AND  OENEBAL  EXPENDirCRE. 
Bb.  From  12th  Jane,  188t,  to  Slst  May,  1883-  Cb. 


To  Subscriptions— 
Honorary 

Members      80    9    0 
Ditto    ditto 

notinPrac- 

tioe     ...         6  16    6 
Ordinary 

Members      49  17    6 


d.    £    8.    d. 


n 


Entrance  Fees  ... 


-    87    8    0 
10    0 

£88    8    0 


£    s.    d.    £    a.    d. 

By  General  Ezpenditore — 

Rent 7    7    6 

Stationeiy  ft 

FrintinA...   SI    1    2 
Incidental 
EspeuMB       8    8    8 

81  17  I 

„  Prelmuntry 

Expenses 11  lo  7 

„  Balance  oanied  down  44  15  4 


£88    S     • 
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No.  7.    138 


Db. 


BALANCE  SH£ET.-3l8t  May,  188S. 


Cr. 


£    •.    d. 
To  Balance  of  Account  of 

Qenctal  Bxpenditim    44  16    4 


£44  15    4 


By  library— 

Oo6t  of  Books 

„  Balance  at  Bank 
,y  Cash  in  hand    ... 


£    8.    d' 

40  IS  8 
SU  S 
0  10    6 

£44  15    4 


Bsamined  and  found  correct, 

HUGH  Y.  HERFOBD, 
J/oy  S5/A,  1S8S.  Auditor. 

The  librarian  (Mr.  Q.  H.  Sargant)  then  read  the  catalogue 
of  the  books  in  the  Library. 

(LiBBABT  CaTALOOUB  AT  SlST  MaT,  1883.) 

2  copies  Bingwood*a  Prinoiplea  of  Bankrapfeoy. 
Smith's  Mercantile  Law. 
Redman's  Arbitratora  and  Awards. 
Walker's  Exeoators. 
PoUock*8  Partnership. 
Backley's  Companies'  Acts. 
Pizley's  Auditors. 
1  copy  Williams  on  Exeoators. 
„    Rassell  on  Arbitrators. 
Lindley  on  Partnership. 
T.  E.  Smith's  Company  Law. 
„    Batlin's  Examination  Guide  to  the  Law. 
Anson's  English  Law  of  Contracts. 
Hanson's  Probate,  Legacy,  and  Saceession  Duties. 
Hanson's  Inland  Bevenne  Acts,  1880-1881. 
Pnlbrook's  Companies  Acts. 
Indemanr's  Principles  of  Common  Law. 
Williams  on  Pergonal  Property. 


tf 


ft 


f> 


«t 


tf 


>• 


>t 


»i 


tf 


ft 


11 


tf 
tf 


ft 


Dowell's  Income  Tax  Laws. 


tf 


„    Institute  of  Actuaries  Text-Book,  Part  I.  Interest. 
„    Book-keeping.    Hamilton  and  Ball. 
„  H  Inglis. 

„    Professional  Book-keeping.    Gordon. 
„    Cory  on  Accounts. 

„     The  AeeounUnU  tor  1881  and  1882  in  quarterly  volumes 
Fifty  Tolumes  in  all  available  for  issue. 
Books  of  reference.    The  Aecouniant  from  January  1880  to  the 

present  time. 
Wharton's  Law  Lexicon.  The  Questions 
set  at  the  Final  and  Preliminary  Exa- 
minations in  July  and  December,  1 882. 
Copies  of  the  Charter  and  Bye-laws 
of  the  Institute,  and  Lists  of  Members. 
The  Chairman,  in  moving  that  the  reports  and  accounts  be 
received,  approved,  and  entered  on  the  minutes,  said  that  he 
ooDgratulated  the  Society  on  the  large  number  of  members  in 
it ;  3  all  the  students  became  Chartered  Aocountants  in  a  few 
years,  hedidTnot  see  how  they  were  to  find  work.  The  lectures 
delivered  had  been  excellent.  The  debates  which  had  been 
held  had  aroused  great  interest ;  he  himself  had  only  heard 
one,  but  he  liked  that  one,  and  thought  the  speakers  compared 
favourably  with  the  law  students.  The  books  which  had  been 
chosen  to  fill  the  library  were  very  good,  and  if  the  members 
read  them  they  could  not  fail  to  derive  much  benefit  from 
them.  He  was  glad  to  learn  that  a  considerable  number  of 
the  students  were  working  hard  at  the  classes  now  being  held 
by  Mr.  Bussell,  under  the  management  of  the  local  Society  of 
Chartered  Accountants.  He  believed  that  they  could  not  have 
chosen  a  better  lecturer  than  Mr.  Russell.  The  CoTmoU  of  the 
Institute  had,  as  the  Society  no  doubt  knew,  granted  an 
annual  sum  to  provide  prizes  to  those  candidates  who  passed 
their  examinations  better  than  the  average.  He  hoped  the 
annual  meeting  would  not  be  held  so  late  in  the  year  again,  as, 
after  the  students  had  been  in  town  all  day,  he  Uiought  it  a 
pity  they  should  be  called  upon  to  sit  in  a  hot  room  in  the 
evening,  instead  of  enjoying  healthy  exercise. 

The  motion  was  seconded,  and  afterwards  carried  unani- 
mously without  discussion. 
Mr.  Hipwood,  in  proposing  a  ooxdiol  YOte  ol  thanks  to  the 


retiring  President,  Vice-President,  and  other  ofiioers  of  the 
Society,  commented  on  the  difficulties  which  the  managers  had 
met  with  since  the  formation  of  the  Society,  and  the  praise- 
worthy manner  in  which  they  had  been  met,  and  said  that  the 
best  way  in  whidh  the  members  could  thank  its  officers  was  by 
paying  rapt  attention  to  the  work  provided. 

Mr.  E.  J.  Gawgee  seconded  the  motion,  which  was  carried 
with  acclamation. 

The  President,  Mr.  Edward  Carter,  returned  thanks. 

Mr.  Chas.  A.  Harrison,  Vice-President,  said  that  he  was  ex- 
tremely obliged  to  the  members  for  the  vote  which  they  had 
BO  warmly  passed,  but  he  could  assure  them  that  he  did  not 
desire  any  thanks,  as  the  work  he  had  performed  in  connection 
with  the  Society  had  afforded  him  the  greatest  pleasure.  He 
heartily  congratulated  the  members  on  the  kindly  feelings 
whidi  existed  between  the  principals  and  the  students,  that 
no  jealousy  had  been  shown,  but  an  earnest  desire  to  promote 
their  great  object,  viz.  to  increase  the  dignity  and  efficiency  of 
the  profession.  The  President  had  suggested  that  the  number 
of  aocountants  would  eoon  become  too  large,  but  he  was  un- 
able to  sympatbise  with  this,  comparing  the  present  position 
of  the  profession  with  thirty  or  forty  years  ago,  and  taking 
into  consideration  the  increase  in  the  town  and  population, 
and  the  enhanced  appreciation  of  their  work.  As  there  were 
no  accountants  in  i^erica  and  many  other  places,  there  were 
many  fields  open  to  them.  If  the  students  would  avoid  tempta- 
tions and  cultivate  fidelity  to  high  principles,  he  was  con- 
vinced that  there  was  a  bright  future  for  all  compared  with 
what  they  would  have  encountered  forty  years  ago.  He  hoped 
that  authorised  books  would  be  issued  by  the  authorities  in 
London,  for  there  were  several  classes  of  work  required,  and 
it  was  impossible  to  fix  a  correct  standard  without  text- books. 
He  heartily  congratulated  the  membos  on  the  hard  work  they 
had  performed,  and  on  the  good  opinion  formed  by  Mr. 
Russell  of  those  of  tide  students  who  had  attended  the  class 
formed  under  the  auspices  of  the  local  Society ;  and  he  urged 
all  the  students  to  stick  to  their  work,  and  to  do  it  thoroughly 
even  to  the  most  minute  detail,  for  otherwise  they  would  never 
succeed. 

It  was  proposed  by  Mr.  A.  R.  Johnson  and  seconded  by  Mr. 
W.  E.  Fletdier,  that  Mr.  Chas.  A.  Harrison  be  elected  Presi- 
dent for  the  ensuing  year.  The  chairman,  in  supporting  the 
motion,  referred  to  Mr.  Harrison's  long  experience.  The 
motion  was  then  put  and  carried  by  acclamation. 

Mr.  Chas.  A  Harrison,  in  taking  the  chair,  thanked  the 
Society  for  the  honour  they  had  done  him,  and  said  that  had 
he  been  aware  of  it  he  would  have  reserved  the  remariu  he  had 
previously  made  for  the  present  occasion. 

The  following  gentlemen  where  then  elected  to  fill  the  various 
offices  of  the  Society : — 

Vice-Presidents,  Messrs.  Edward  Carter  and  W.N. Fisher. 
Treasurer,  Mr.  A.  R.  Johnson.  Secretary,  Mr.  A.  J.  Cudworth. 
Committee: — Honorary  Members,  Messrs.  O.  H.  Caldicotti 
R.  L.  Impey,  and  Howard  S.  Smith.  Ordinary  Members, 
Messrs.  W.  A.  Addinsell,  H.  V.  Hertford,  G.  H.  Sargant, 
M.  Wilkie,  J.  Wilkinson,  H.  F.  Woodward. 

"  HOW  TO  OPEN  A  SET  OP  BOOKS." 

The  following  lecture  on  **  How  to  Open  a  Set  of  Books," 
was  delivered  by  Mr.  E.  Harold  Carter,  at  a  meeting  of  the 
above  Society,  held  at  the  Grand  Hotel,  Birmingham,  on  Tues- 
day, 16th  October,  1888.  Mr.  E.  W.  Forrest  occupied  the 
chair;  and  there  were  present  Mr.  J.  Slocombe,  Mr.  B.  L« 
Impey,  Mr.  Allen  Edwards,  and  about  70  students. 

A  knowledge  of  the  elements  of  bookkeeping  and  accounts 
should  be  possessed  by  every  business  or  professional  man  who 
wishes  to  manage  his  affairs  systematically  and  sucoessfuUy. 
The  want  of  this  knowledge  has  brought  ruin  and  disaster  to 
thousands  of  traders — one  of  the  oommcmest  and  most  stereo- 
typed phrases  in  the  reports  of  receivers  in  bankruptcy  or 
liquidation  being  as  follows : — **  The  books  of  the  debtor  have 
been  kept  in  a  very  careless  manner,  no  trade  accounts  having 
been  made  out  Um  some  years,  and  the  debtor  stating  that 


134    No.  7. 


THE  ACCOUNTANTS'  STUDENTS' JOURNAL.    Novembbr  1,  1883. 


I '  \.~' 


he  was  quite  unaware  that  such  serious  losses  were  being 
iucurred.'* 

If,  therefore,  it  is  important  that  business  men  should  possess 
some  knowledge  of  bookkeeping,  I  need  hardly  say  how  essen- 
tial it  is  that  Chartered  Accountants,  who  may  be  called  upon 
at  any  time  to  adyisc  clients  upon  important  technical  points, 
should  have  a  thorou-^'h  knowledge  and  grasp  both  of  the 
theory  and  practice  of  bookkeeping  and  accounts. 

Recent  legislation  will  probably  add  greatly  to  the  duties  of 
Chartered  Accountants  in  connection  with  these  matters,  and 
I  will  therefore  very  briefly  refer  to  the  effect  %t  the  new 
Bankruptcy  Act,  1883,  upon  bookkeeping. 

The  Bankruptcy  Act  of  18G9  has  already  received  its  sen- 
tence  of  death,  and  its  execution  will  be  completed  on  the  last 
day  in  this  year.  It  may,  perhaps,  at  times  re-appear  in  the 
form  of  an  unwholesome  and  demoralising  ghost,  whose  evil 
deeds  will  not  allow  it  to  remain  quietly  in  the  grave,  and  I 
cannot  allude  to  it  without  paying  it  the  tribute  of  that  parting 
kick  which  is  the  due  of  all  such  arrant  impostors  and  un- 
blushing hypocrites.  Under  the  expiring  Act  there  is  no 
penalty  attached  to  the  non-keeping  of  proper  books  of  ac- 
count, and  the  omission  of  such  penalty  has  undoubtedly  been 
one  of  the  most  fruitful  sources  of  fraudulent  and  speculative 
trading. 

The  Bankruptcy  Act  of  1883,  which  I  welcome  as  the  most 
important  and  beneficial  measure  to  the  commercial  com- 
munity iu  general,  and  to  professional  accountants  in  par- 
ticular, which  has  been  passed  for  many  years,  introduces  a 
very  different  state  of  affairs.  In  clause  28  it  is  provided  that 
no  bankrupt  shall  be  granted  his  discharge  if  it  Rhall  appear 
upon  the  report  of  the  official  receiver  "  That  the  bankrupt  has 
omitted  to  keep  such  books  of  accounts  as  are  usual  and  proper 
in  the  business  carried  on  by  him  and  as  sufficiently  disclose 
his  business  transactions  and  financial  position  within  the 
three  years  immediately  preceding  the  bankruptcy." 

This  clause  will,  I  believe,  have  very  important  results,  as  I 
have  no  hesitation  in  stating  that  in  the  large  majority  of 
oases  the  books  of  accounts  kept  by  ordinary  traders  are  very 
far  indeed  from  complying  with  its  requirements.  From  the 
1st  of  January,  1884,  every  trader  who  wishes  to  avoid  the 

risk  of  penal  consequences  should  he  at  any  future  time  be  so 

unfortunate  as  to  require  the  protection  of  the  Bankruptcy  Act, 

will  have  to  keep  a  proper  set  of  books.    In  the  large  majority 

cf  oases  this  will  involve  a  complete  change  of  the  system,  or 

want  of  system,  at  present  in  use.    I  not  only  antioipate  great 

advantages  to  traders  themselves  from  the  effects  of  the  clause, 

but  a  Tory  considerable  accession  of  business  to  Chartered 

Aooountants,  who  will  undoubtedly  have  to  be  called  in  to 

start  proper  sets  of  books,  and  subsequently  to  audit  the  same, 

by  very  many  trad«r<i  who  have  hitherto  dispensed,  not  only 

with  accountants,  but  to  a  great  extent  with  accounts  1 

With  these  preliminary  remarks,  which  I  have  made  with 
the  view  of  pointing  out  the  great  and  increasing  necessity  of 
proper  bookkeeping,  I  will  now  endeavour  to  answer  the  ques- 
tion of  *•  How  to  Open  a  Set  of  Books." 

It  may  be  asked,  "  Why  should  it  be  necessary  to  give  a 
lecture  on  this  subject?  Surely  the  countless  treatises  on 
bookkeeping  will  give  the  information."  My  answer  is  that 
unfortunately  these  works  are  of  little  or  no  use  as  practical 
taachers.  I  have  perused  at  various  times  a  considerable 
number  of  treatises,  guides,  and  manuals,  and  I  have  found 
many  interesting  theories  broached,  and  a  good  deal  of  his- 
torical and  literary  research  displayed;  when,  however,  the 
examples  and  illustrations  are  reached,  in  most  cases  I  have 
found  the  most  absurd  and  mystical  specimens  of  so-called 
accounts,  evidently  proceeding  from  the  brain  of  the  peda- 


gogue rather  than  of  the  expert  in  figures.  In  other  cases, 
where  the  writers  understand  something  of  accounts,  they 
seem  to  revel  in  producing  specimens  of  the  most  complicated 
and  involved  mercantile  transactions,  and  of  elaborate  and 
usually  unnecessary  journalising. 

I  must  especially  express  my  disappointment  with  the  lasl 
new  work  by  Mr.  Cariss ;  it  is  undoubtedly  the  production  of  a 
man  of  great  learning,  but  be  soars  quite  beyond  the  intelli- 
gence of  ordinary  students.  His  book  is  divided  into  two 
parts,  in  the  fir  At  of  which  he  treats  bookkeeping  as  a  science, 
and  in  the  second  as  an  art.  He  broaches  many  interesting 
theories,  which,  however,  require  somewhat  extensive  know- 
ledge of  both  mathematics  and  political  economy  to  be  able  to 
follow,  and  which,  even  when  understood,  are  of  little  prac- 
tical importance.  In  fact,  Mr.  Cariss  unduly  exalts  book- 
keeping; the  main  object  of  which  is,  in  my  opinion,  to 
record  facts  in  the  simplest  and  most  intelligible  manner,  and 
which  does  not  require  to  be  studied  from  such  a  purely 
theoretical  point  of  view  as  he  thinks  necessary. 

The  only  book  I  can  recommend  to  students,  as  likely  to  be  of 
real  aid  to  them,  is  the  excellent  little  work  by  Hamilton  and 
Ball,  published  in  the  Clarendon  Press  Series  at  Is.  6d.,  and 
this  is  rather  too  much  devoted  to  mercantile  transactions. 

In  the  vast  majority  of  cases,  where  an  accountant  is  called  in 
to  organise  or  reorganise  the  books  of  a  client,  what  is  wanted 
is  a  simple  and  straightforward  system  of  accounts,  suitable  for 
manufacturers,  factors,  colUeriei,  agencies,  or  retail  tradesmen, 
and  I  consider  that  the  existing  works  on  book-keeping  utterly 
fail  to  supply  this  want.  They  contain  plenty  of  advice,  and 
examples  of  the  mode  of  keeping  merchants*  books,  but  beyond 
this  they  are,  with  one  or  two  partial  exceptions,  practically 
valueless  to  the  student. 

I  will  now  suppose  that  I  have  been  asked  by  a  client,  who 
is  just  commencing  business,  to  order  and  open  for  him  a  set  of 
books  and  accounts.  This  is  a  manufacturing  town,  and  I  will 
assume  my  client  to  be  by  trade  an  iron  safe  maker,  of  the  name 
of  John  Griffiths.  He  is  a  young  man  without  very  huge  capital, 
and  is  anxious  to  keep  his  expenses  down,  and  therefore  cannot 
afford  to  have  a  highly-trained  and  experienced  bookkeeper. 
What  he  wants  is  a  simple  yet  lucid  set  of  books,  which  will 
show  him  at  any  time  his  exact  position,  but  which  can  be  kept 
by  a  moderately  skillei  and  moderately  paid  clerk.  Such  a  set 
of  books  I  have  first  of  all  to  prepare  the  rulings  and  order  for 
him,  and  afterwards  to  show  his  clerk  how  to  keep  and  balance 
the  accounts. 

I  should  probably  find  it  almost  impossible  to  make  my  client 
understand  the  system  by  giving  him  a  lecture  on  the  subject 
without  his  having  his  books  before  him,  and  feeling  that  I  should 
in  the  same  way  have  a  difficulty  in  conveying  my  ideas  to  your 
minds  by  purely  verbal  description,  I  have  thought  it  beat  to 
prepare  and  have  printed  a  set  of  model  rulings,  together  with 
this  lecture,  as  a  guide  to  the  same.  These,  I  hope,  will 
enable  you  to  more  cleirly  follow  what  I  have  to  say  and 
suggest.  I  have,  therefore,  made  out  for  Mr.  Griffitha  his  com- 
plete accounts  for  one  month.  The  transictions  are  not  very 
numerous,  but  this  is  accounted  for  by  the  fact  that  he  has 
only  just  started  in  business.  The  Stock  has  been  taken,  and 
the  Balance  Sheet  and  Trade  Account  made  out  at  the  end  of  a 
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montb  inBt««4  of  st  the  end  ol  twtlre  montlu,  at  ii  niosJIy  the 
ease — thii  is  done,  of  coum,  lor  pnrpooea  of  ooaTsoisnM  in  this 
lectora :  tha  prinoipls  being  jnat  the  lama,  whelhar  the  btlanoe 
is  mtda  out  at  the  end  of  «  moDth  or  a  year. 

I  vill  noir  Tefar  to  the  different  boolu  under  tbeit  reapectire 
beadiogi,  mA  will  flnt  ctll  ktleniian  to  that  moat  important  ud 
easential  book,  the 

I  have  adapted  the  ample  fonn  of  a  aingle  colomD  each  for  the 
cash  teoeired  and  paid,  and  an  ontiide  colnmn  in  vhich  the 
diicoDDtt  allowed  an  entervd  on  tha  debtor  ^do,  and  tha  disconnta 
mieired  on  tbe  creditor  side.  The  great  adrantage  ofthii  lyetem 
it,  that  it  eniblea  an;  one  lo  >ee  at  a  glance  what  la  the  actnal 
coib  In  hand  by  ilmplj  adding  up  both  aides  and  ttriking  a  bal- 
ance. Ton  will  notioe  that  the  cheques  drawn  are  entered  on  the 
tveeiTed  aide,  aa  If  the  caihier  had  drawn  the  money  oat  of  the 
btiik  and  pud  the  cash  away  to  the  person  In  whose  fivoar  tha 
chaqae  wu  drawn. 

Wheretbiisyitenof  Cash  Book  is  used  it  is  necessary  to  open 
and  post-up  daily  a  Bank  Account  in  the  ledger,  and  this  ia  use- 
ful, aa  it  ahows  at  any  time  the  exact  bank  balaoM. 

I  may  here  mention  how  important  it  ia  to  hare  all  amouats 
reeelred,  paid  into  tbe  bank  dsily,  and  to  nuke  all  paynanta  by 
ebeqnefl.  Where  this  ia  done  thure  la  another  form  of  Cash  Book 
ruling,  which  ia  no  doabt  known  by  many  preaant,  in  which 
there  are  two  columns  on  each  side  bo  aa  to  make — 

(1)  Tbe  ca^  received  balance  eiaolly  with  the  amounta 
paid  into  the  bank. 


(2)  The  cheqae*  drawn  balance  exactly  with  the  aocounta 
paid. 

This  plan  has  insny  adTantagca,  bat  it  ie  perhaps  lalher  leu 
simple  than  the  one  I  have  adopted. 

CFlinolng  for  a  moment  at  Mr.  Qriffllhs'  cash  trannetion,  you 
will  Dotiae  that  he  itarti  in  bunneea  by  paying  into  tbe  bank 
£5011,  and  that  he,  the  etme  day,  draw*  a  cheque  for  £35t  lOi. 
3d.  to  pay  for  tha  plant  and  fiiturea  which  he  purchased  from 
the  late  owner.  The  £500  ia  potted  to  the  credit  of  his  captUl  ae- 
eount  In  the  Prirate  Ledger,  and  the  £251  19i.  3d.  is  potted  lo 
the  debit  of  plant  and  fixtures  Acoonct  in  the  same  ledger. 
The  other  poatinga  from  the  Csih  Book  to  the  Ledger  I  hare  no 
time  to  follow  out  in  detail,  but  any  atudent  who  oares  to  do  so 
can  take  the  acoounia  home  and  trace  for  himself,  or  audit  them 
If  he  should  prefer  to  do  so. 


The  indiiidual  items  are  posted  to  the  debit  ot  the  ctiatomei 
in  the  Sales  Ledger,  and  the  total  of  the  items  ia  posted  to  the 
credit  ol  tbe  sales  acconnt  in  the  Private  Ledger  :  (he  one 
credit,  posting  thna  balancing  the  total  ol  the  debit-posting. 
This  is  double-entry  in  its  simplest  form.  It  ia  desirable  that 
the  Bales  Book  shonld  be  written  np  and  posted  daily,  and 
that  the  towns  shonld  be  close  up  to  tbe  money  colamna,  tfana 
ahowing  at  a  glance  the  dutriota  to  which  goods  are  being  sent. 
This  book  is  very  frequently  called  the  Da;  Book,  bat  in  ordi- 
nary bosiaesa  I  should  consider  the  name  ol  Bales  Book  to  be 
more  oorrect. 
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„  United  Bank,  Limited.  Smith 

ditto                   Sneatl: 

„        8 

„  T.  ChaTaase  and  Co 

„  United  Bank,  Limited,  irages 

„     12 

„A.P.FeUow8    

„      16 

„  United  Bank,  Limited,  wage* 

„  British   Banking  Company 

AmBeld    .. 

ditto       Biekling  .... 

ditto       wages    

..     29 

ditto       Anderson.... 

ditto       White    

ditto        wages    

pept.  I  -lo  BKtaaw  bromht  (ions  « 


'225,  T]I6 

i   ah" 


_   IIOB'IT   0 


ly  United  Bank,  limi 
„  J,  Smith,  for  plan: 

„  Thomas  Sneath 
„  United  Bank,  Limi 

„  Wages   .'. 

„  Petty  cash  pajmen 
„  United  Bank,  Limi 

„  Wages  

,  BeU,  drawings  — 
„  Petty  cash  paymen 
,  United  Bank,  Limi 
,  W.  H.  Armfield  .. 
,  William  Sickling 
,  London  and  Horth 

Bailwa; 

,  Wages   

,  Petty  cash  payment 
,  Anderson,  i  weeks 

,  Poor  rales     

,  Oaa  aooonnt 

,  Water  rate    

,  Wages  

,  Sell,  drawings 

,  C.  White  and  Co. 
,  a.  B.  Qraham.... 

,  F.Lort     

,  Balance  curied  den 
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BRISTOL    ACCOUNTANTS'    STUDENTS' 
ASSOCIATION. 


InjIcouiu:.  IkUDKtaa. 

Tbe  iQftiigaTal  Meeting  of  this  AaaocUtion  wan  held  on 
Thursday,  tbe  21t'.i  ultimo,  at  Albion  Cbambere,  BriBtol.  The 
chair  vus  taken  bj  K.  O.  Clarke,  Esq.,  F.C.A.,  nho  dellTcred 
the  following  addreea : — 

At  the  risk  ol  lortciting  to  some  extent  the  kind  opinion 
vhiah  raunt  have  pervaded  when  you  bleated  me  to  61!  the 
olfioe  ot  rresident,  I  have  to  confeAH  Ihal  until  accidentally 
nceting  our  i ode fatignbte  secretary,  Bome  week  or  tendaja  ago, 
I  had  entirely  forgottsn  tbat  t)iia  inanguial  gathering  wan  to 
take  place  ia  Soptembcr.  Since  then,  owing  to  a  rather  extra- 
ordinary rnsh  of  buaincBS  (of  which  it  is  far  from  my  intention 
to  complain),  it  has  happened  that  my  time  haa  been  generally 
pretty  well  occnpied,  andbas  been  solully  taken  np  that  I  hnd 
myself  this  evemng  practically  unprepared  (or  the  daty  of  ad- 
dresBing  yoa — a  duly  which  I  undertook  in  a  moment  of  weak- 
ness, and  more  from  a  desire  to  comply  with  our  good  BOero- 
tary'H  wishBB  than  from  any  belief  in  my  ability  lo  carry  tbetn 
out  in  a  proper  manner. 

After  this  eiplanation  yon  will  not  eipeot  anything  ambi- 
tious, or  HO  elaborately  awful  as,  say,  the  recent  address  of 
the  Preddeut  ot  the  British  Association — an  addiieis  which 
gome    ot  tu    baie   read    with    sheer  amaEement  at   the 


thought   ot   lIiOO  people  sitting  it  ont,  let  olotia  pretending 
' — 'id  it.    Instead  of  this,  I  shall  content  myself,  and 
content  with  a  few  randomandoolloqaialreniarka 


to  understand  it 

yoomnst  bacoE —  ._._.._.  ,        

on  the  subject  ot  the  protesiion  which  we  have  adopted,  and 
which  this  newty  bom  society  is  at  all  events  intended  to 
Birengthen  andimprove. 

Kot  only  have  I  never  yet  had  the  good  fortune  to  see  a  his- 
tory of  the  rJEic  and  progreea  ot  accountancy  in  England,  bat  I 
don't  recollect  even  reading  a  definition  ot  the  term.  It  is  re- 
corded ol  a  certain  learned  judge  (a  great  many  tunny  stsriea 
are  told  ot  our  learned  jadges)  that  he  onoe  describml  an  ac- 
countant as  a  person  who  had  some  diffleulty  in  accounting  tor 
himself,  and  all  I  can  say  is  that  if  the  report  ie  not  true  it  is 
so  good  that  it  ought  to  be  true. 

There  must  be  hundreds  ot  men  in  this  ooontry  calling  them- 
Bclvca  Hceoantants  who  would  certainly  be  paizled  to  really  ex- 
plain why  Ihey  OBSnincd  the  title,  and  cmbroeed  that  proteesion. 
Of  course,  the  aommon,  I  will  not  say  vulgar  notion,  ie,  that 
anyone  who  con  read  and  write  reasonably  well,  and  who  can 
buy  or  hire  an  office  stool,  some  pens  and  a  holder,  and  a  quire 
ot  ruled  foolscap,  has  a  perfoot  right  to  start  as  an  accountant 
and  auditor  [eepecially  ii  be  happens  to  have  failed  in  other 
walks  of  life) ;  and  if  he  wiBhes  to  tog  the  publio  atill  more  he 
adds  "  general  agent,"  with  the  view  probably  of  indicating 
that  there  is  simply  nothing  in  the  world  he  wotild  be  afraid 
to  undertake.  I  will  rot  say  that  every  one  who  does  this  is 
an  impostor,  tor  that  word  conveys  the  idea  of  a  deliberate  in- 
teotion  to  deceive ;  but  I  do  say  that  it  is  (u  mneh  k  delnsioD 
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and  an  impertinence  for  a  man]  without  any  special  training 
whatefer  to  hold  himself  oat  as  qaalified  for  daties  whidi  pro- 
perly come  within  the  range  of  a  professional  accountant's 
oocnpation,  as  if,  heing  unqualified,  he  called  himself  a  solicitor 
or  doctor  of  medicine ;  and  though,  hitherto,  the  law  has  taken 
no  cognisance  of  such  ill-founded  pretensions,  I  am  conyinced 
that  before  long  it  will  be  as  illegal  to  practice  without  the 
charter  of  the  fiistitute  as  an  accountant  as  it  is  for  an  attor- 
ney or  a  surgeon  to  act  without  a  certificate  or  diploma. 

Since  I  haTC  had  the  honour  of  a  seat  at  the  Council  of  the 
Institute,  it  has  been  my  duty  to  act  on  the  applications  com- 
mittee, and  the  amount  of  downright  ignorance  manifested  by 
numbers  of  the  applicants — persons,  it  must  be  remembered, 
actually  in  practice  and  some  of  them  with  considerable  prac- 
tice— has  been  so  shocking  that  it  is  obviously  high  time  not 
only  for  a  society  to  watch  over  the  entrance  of  members  into 
the  profession,  but  for  a  new  Bankruptcy  Act  to  control  the 
proceedings  of  those  who  are  already  in  it.  On  an  occasion 
like  this  personal  allusions  to  any  extent  would  be  out  of  place, 
but  it  may  perhaps  interest  you  to  know  that  so  far  as  I  can 
learn,  there  is  no  record  of  any  professional  accountant  earlier 
than  the  end  of  the  last  century,  or  the  beginning  of  this  one. 
The  oldest  names  with  which  I  am  familiar  are  those  of  Mr. 
Quilter  and  Mr.  Parrington,  of  London ;  Mr.  Harmond  Ban- 
ner, of  Liverpool ;  and  in  Bristol,  Mr.  Robert  Fletcher,  grand- 
father of  our  friend  Mr.  Jenkins,  and  Mr.  Josiah  Wade,  the 
founder  of  our  own  business.  The  latter  must  have  been  ex- 
tant before  the  year  1800,  for  my  late  partner,  Mr.  Fulke 
Tovey  Barnard,  who  died  about  15  years  ago,  was  55  years  in 
the  office,  and  his  senior  partner,  Mr.  John  Bradley,  was  a  lad 
in  Mr.  Wade's  employ.  When  I  came  here  as  a  boy,  33  years 
ago,  there  were  not  more  than  two  accountants'  offices  in  the 
city  beside  our  own  and  Mr.  Fletcher's ;  now  I  suppose  there 
are  five  and  twenty.  One  of  the  oldest  London  accountants 
told  me  that  he  could  remember  when  there  were  not  more 
than  40  people  in  England  who  called  themsel? es  accountants. 
Now  there  are  about  1200  membeis  of  the  Listitute,  and  per- 
haps as  many  more  who  are  not  yet  members. 

That  the  public  recognition  and  general  employment  of  ac- 
countants has  immensely  increased  during  the  last  25  years  or 
so  must  be  admitted  by  all,  and  it  is  no  doubt  mainly  attribut- 
able to  the  gigantic  stndes  which  the  trade  and  commerce  of 
this  country  have  made  in  that  period,  involving— 

1.  A  vastiy  greater  extent,  variety,  and  intricacy  of  accounts. 

2.  A  consequently  wider  area  and  opportunity  for  (^pntes, 
errors,  frauds,  and  failures. 

3.  An  increased  unwillingness  or  inability  on  the  part  of 
traders  and  others  to  neglect  their  specific  calling  in  pursuits 
and  inquiries  which  can  be  better  attended  to  by  trained 
specialists. 

It  is  to  the  last  cause  that  I  think  the  comparative  failure 
of  the  Bankruptcy  Act  of  1869  is  chiefly  due.  That  measure 
some  of  yon  will  remember,  was  the  outcome  of  a  reaction  and 
a  rebellion  against  what  was  felt  to  be  the  irritating  officialism 
of  the  1849  and  subsequent  Acts,  and  a  great  cry  arose  from 
the  commercial  and  trading  community — '*  Let  us  manage  our 
own  matters  without  interference.  The  property  of  our  insol- 
vent debtors  is  our  property — their  conduct  is  our  afbir,  and 
we  are  quite  competent  to  look  after  both."  In  theory  this 
vas  very  difficult  to  answer,  though  it  completely  ignored  one 
point  on  which  Mr.  Chamberlain  vezy  rightly  has  insisted, 
namely,  that  the  commercial  morality  of  the  nation  is  not  the 
private  afitair  of  any  body  of  creditors,  but  a  thing  to  be 
regarded  with  seriousness  by  the  authorities.  The  cry  of 
**  hands  off,"  however,  prevailed,  and  the  creditors  had  what 
they  asked  for, — the  control  practically  absolute  of  the  estates 
of  those  who  owed  them  money  and  could  not  pay  it.  What 
came  of  it  we  all  know.  Gradually,  but  still  verv  quickly, 
creditors  as  a  body  found  it  did  not  pay  to  bother  themselves 
about  their  bad  debts— their  time  and  energy  could  be  far 
better  employed  in  their  own  business.  The  process  of  badger- 
ing a  ruined  man,  whether  rogue  or  goose,  soon  became  tire- 
some and  iniutiBg ;  dividencU  did  not  appesu:  to  improTe,  if 


anjrthing  they  got  worse,  for  the  reason,  among  others,  that 
facilities  for  credit  and  for  carrying  on  up  to  the  la«t  gasp  of 
conmiercial  resource  increased  wiUi  the  volume  of  trade  and 
the  greater  eagerness  of  all  classes  for  big  business  results,  and 
so  they  let  go  the  reins,  and  for  good  or  evil  nine-tenths  of  the 
insolvent  estates  drifted  into  the  hands  of  accountants  more  or 
less  upright  and  more  or  less  capable.  Now  the  pendulum  is 
taking  a  swing  back  to  officialism,  and,  in  my  humble  opinion, 
very  wisely  so ;  and  though  I  do  not  believe  in  Government 
undertaking  for  the  benefit  of  one  class  at  the  public  expense 
to  lessen  the  risk  of  bad  debts  or  improve  the  *'  percentage  '* 
collected,  yet  the  best  of  us  is  the  better  for  some  supervision, 
and  it  is  after  all  a  public  scandal  when  insolvency  is  made 
easy,  and  malversation  of  other  people's  money  not  so  difficult. 

The  insolvency  department  is,  however,  but  one  branch  of 
our  chosen  profession,  and  perhaps  my  friend,  Mr.  Jenkins, 
would  say  the  least  important.  He  and  his  firm  represent 
emphatically  what  1  may  call  the  genteel  or  aristocratic — that 
is,  the  private  accountant's  and  audit  side— which  require 
abilities  and  qualifications  of  a  somewhat  different  and  perhaps 
a  higher  orders-precision  and  exactitude,  the  greater  persever- 
ance, and  perfect  knowledge  of  accounts. 

Well,  I  have  tried  both,  and  am  bound  to  say— possibly  it  is 
my  misfortune — that  I  prefer  the  other,  though  admitting  it  is 
far  more  liable  to  the  caprices  of  the  public  and  sharp  criticism 
of  the  Comptroller  and  the  IVesident  of  the  Board  of  Trade. 
It  is  impossible  not  to  see  how  rapidly  the  custom  of  employ- 
ing professional  auditors  is  extending,  and  equally  impossible 
to  understand  why  it  is  not  universal.  Whether  on  the  ground 
of  comfort  or  economy  there  is,  in  my  judgment,  nothing  to  be 
urged  against  it  in  concerns  of  any  magnitude.  Partners, 
particuUffly  when  they  are  related  to  each  other ;  employers 
with  clerks  and  cashiers  more  or  less  trusted ;  directors  with 
clever  secretaries  who  save  them  all  trouble  and  scrupulously 
remember  the  weekly  fees ;  shareholders  with  delightful 
directors  who  sign  what  is  put  before  them,  and  are  so  amazed 
at  the  wickedness  of  the  secrets^ ; — ^how  many  of  these  would 
now  be  happier  and  wealthier  men  if  they  had  oome,  say  to 
Albion  Chambers  or  the  Exchange  before  that  dreadful  dia* 
covery  instead  of  after  it  1  Let  us  hope  that  as  civilisation 
advances  and  the  School  Board  adds  daily  to  the  national 
intelligence,  the  wisdom  of  having  their  account  books  regu- 
larly examined  will  become  more  and  more  apparent  to  the 
minds  of  our  beloved  fellow-countrymen,  and  that  this 
Students'  Society  will  contribute  to  this  desirable  consum- 
mation by  raising  up  the  numbers  of  able,  educated,  and 
upright  men  to  be  an  ornament  to  their  profession  and  a  credit 
to  the  State. 

I  once  heard  the  late  Alderman  Francis  Adams  say  that  the 
grain  trade  required  so  much  nerve  and  judgment  that  not  one 
man  in  a  thousand  was  fit  to  carry  it  on.  Witiiout  suggesting 
a  comparison  that  might  be  disclaimed  by  oar  great  com  mer- 
chants, I  venture  to  say  that  more  than  ordiniuy  qualities  ara 
also  requisite  to  make  a  really  good  accountant — ^I  mean,  in 
addition  to  integrity  and  truthfulness,  which  are  equally  essen- 
tial in  every  busmess,  he  should,  of  course,  have  a  good 
! ,  general  education,  and  the  rather  stiff  preliminary  examina- 
tion which  you,  my  friends,  will  have  to  pass  before  getting 
into  the  Institute  will  be  a  distinct  guarantee  on  that  head. 
Then  he  should  have  or  acquire  promptness  and  decision  of 
character,  because  in  a  considerable  practice  scarcely  a  day  will 
pass  without  his  having  to  act  or  refuse  to  act  in  some  point 
where  the  consequences  of  a  mistake  would  be  serious.  Of 
course,  you  will  say,  he  has  the  solicitor  to  rely  on,  and  so  he 
has ;  but  it  will  often  happen  that  it  is  a  question  in  which  the 
solicitor  either  declines  to  take  the  responsibility  or  would  like 
counsel's  opinion,  or  that  while  you  are  conferring,  the  oppor- 
tunity is  lost.  He  should  be  sharp  and  observant,  in  order 
that  experience  may  give  him  some  insight  into  most  sorts  of 
business,  and  an  acquaintance,  superficial  it  may  be,  but 
stiU  useful,  with  the  teclmicalities  of  the  different  branches  of 
trade,  commerce,  and  manufacture^drapery,  grocery,  collieries, 
ironworksi  refineriesi  paper  mill?,  eDgineeriog,  ahipping,  Ssq,  ;  io 
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Bliort,  with  a  slight  verbal  alteration,  you  might  parody  a  cele- 
brated criticism  on  a  learned  lawyer,  of  whom  it  was  said  that 
*•  if  he  knew  a  little  law,  he  would  know  a  little  of  everything.'* 
But  above  all,  it  seems  to  me  that  an  accountant  in  large 
general  practice  requires  almost  inexhaustible  good  temper. 
It  i«,  in  truth,  a  somewhat  harassing  bu&iness,  and  warranted 
to  make  your  hair  very  thin  on  the  top  in  an  incredibly  short 
time.  What  with  an  occasional  foxy  debtor,  who  first  asks 
yon  to  see  his  banker  with  a  statement,  in  which  he  has  put 
everything  before  you  in  rosy  links ;  and  not  so  very  long  after- 
wards wants  another  statement,  on  which  to  base  a  modest 
offer.  What  with  the  furious  creditor,  who  knows  all  about 
it,  and,  indeed,  suspected  it  from  the  first,  but  would  allow 
himself  to  be  pacified  if  only  that  last  parcel  was  returned  or 
paid  for.  What  with  the  solicitor,  who  so  amiably  suggests 
your  dividing  with  your  friend  the  other  aooouatant  and  this 
friend,  who  wouldn't  dream  of  interposing  with  you,  but  tiiat 
his  client  is  in  this  particular  instance  so  extremely  angry. — ^I 
say  that  with  one  consideration  and  another,  our  professional 
life  is  not  one  of  unmingled  repose.  Of  course,  you  will  under- 
stand that  the  foregoing  illustrations  are  exceptional,  though 
not  at  all  imaginary,  and  I  am  glad  to  be  able  to  say,  after 
many  years  of  somewhat  extended  experience,  that,  in  my 
judgment,  creditors  as  a  rule  are  lenient,  and  even  kind,  and 
roguery  amongst  debtors  is  infinitely  more  rare  than  is  com- 
monly supposed  or  suggested.  All  the  same,  the  inevitable 
anxieties  connected  with  a  position  of  trust  between  parties 
whose  interests  are  not  identical,  demand  the  exercise  of 
patience  and  good  temper  in  no  ordinary  degree. 

It  is  scarcely  necessary  to  remind  you  that  no  considerable 
practice  can  be  properly  carried  on  without  capital.  To  say 
nothing  of  rent,  taxes,  salaries,  travelling,  and  other  expenses, 
which  must  be  paid  before  professional  receipts  come  in,  there 
are  constant  demands  for  money  to  be  advanced  for  estates  in 
liquidation.  An  execution  has  to  be  got  rid  of  or  rent  paid  to 
prevent  one ;  workmen's  wages  must  be  provided  or  works  will 
be  stopped  at  great  loss  from  unfinished  contracts  and  other 
causes;  railway  companies  claiming  to  be  creditors  seize 
tracks,  and  stocks,  and  stores,  and  so  paralyse  a  large  business, 
imless  their  claims  are  promptly  met.  All  this  involves  outlay, 
and  to  some  extent  risk,  which  ought  to  be,  and  generally  is,  an 
element  to  be  considered  in  the  remuneration. 

Now  some  humorous  persons,  and  many  persons  who  are 
not  humorous  at  all,  would  consider  this  little  address  quite  in- 
complete if  it  contained  no  reference  to  the  altogether  subsidi- 
ary question  of  costs  and  charges. 

It  is  pretty  widely  understood  that  members  of  our  pro- 
fession ought  to  act  on  the  principle  that  virtue  is  its  own  re- 
ward, and  soar  above  all  such  sordid  ideas  as  fees.  At  least  on 
no  other  supposition  can  I  account  either  for  the  extraordinary 
calmness  with  which  the  public  seems  to  effect  from  us  any 
amount  of  advice  gratis.  It  is  not  too  much  to  say  that  a  firm 
like  my  own,  a;ia  scvoral  others  that  I  see  represented  here 
this  evening,  has  to  give,  and  does  give,  professional  opinion 
and  advice,  and  frequently  assistance  too,  free  of  charge  to  an 
extent  that  would  be  perfectly  incredible  to  an  outsider.  It 
arises  partly  no  doubt  from  our  too  credulous  and  confiding 
dispositions,  but  mainly  to  the  absence  of  any  legally  recog- 
nised charge  with  a  taxing  master  as  an  authorised  referee. 

Solicitors  and  doctors  manage  it  much  better^I  am  far 
from  saying  that  they  do  not  oftentimes  give  gratuitous  ad- 
vice—out of  their  kind  comfortable  hearts  they  constantly 
omit  to  charge  -but  I  confidently  assert  that  it  is  not  expected  of 
them  as  it  is  of  us.  Why  this  should  be  so  it  is  impossible  to 
say,  but  that  it  is  so  I  am  sure  my  friends,  the  Vice-President, 
and  Mr.  Sully  will  bear  me  out,  and  it  will  continue  until  in 
Bome  way  accountants'  charges  are  put  on  the  same  footing  as 
m  other  professions,  and  the  public  begin  to  understand  that 
our  item  of  "time  occupied  "  has  as  certainly  to  be  paid  for  as 
any  other  article  of  consumption. 

In  conclusion,  and  after  apologising  to  you  for  the  inoom- 
pleteness  of  this  inaugural  jpaper,  which  I  trust  you  will  pardon 
for  reasons  abready  given,  it  only  remains  for  me  to  say  that 


those  of  US  who  have  had  the  honour  of  working  in  our  pro- 
fession for  many  years  will  cordially  welcome  into  its  ranks 
those  students  whose  attainments  and  advancement  this 
Society  has  been  established  to  promote. 

Mr.  A.  W.  Sully  proposed  a  vote  of  thanks  to  Mr.  Clarke,  and 
spoke  of  the  beneficial  results  to  be  expected  from  the  clause  of 
the  new  Bankruptcy  Act  which  visited  with  certain  penalties 
traders  who  had  not  kept  proper  books.  The  resolution  being 
seconded  by  Mr.  Fredk.  W.  Baber,  was  cordially  adopted. 
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At  a  Meeting  of  the  above  Society,  held  on  the  25th  inst., 
Mr.  David  Chadwick,  F.C.A.  read  the  following  paper  on  the 
Duties  of  a  Professional  Auditor : — 

No  subject  falling  within  the  range  of  duties  of  a  public,  or 
Chartered  Accountant,  can  be  considered  of  more  importance 
than  the  proper  audit  of  public  and  private  accounts.  The 
subject  must,  therefore,  be  of  great  interest  to  the  Students 
and  Associates  of  the  Institute  of  Chartered  Accountants. 

The  business  or  profession  of  an  accountant  is  of  compara- 
tively modem  origin,  and  like  that  of  the  businees  of  an  en- 
gineer, has  grown  in  importance  with  the  extension  of  trades , 
manufactures,  and  commerce. 

I  presume  that  I  am  addressing  intelligent  students,  who 
have  acquired  a  knowledge  of  the  various  books  and  forms  used 
in  bookkeeping  by  double  entry. 

The  transactions  of  every  private  firm,  joint  stock  company, 
or  incorporation  of  any  kind,  and  all  trustees'  and  executors' 
accounts  should  be  kept  by  double  entry. 

In  other  words,  the  receipts  and  expenditure,  and  the  credits 
and  debits,  should,  in  addition  to  personal  accounts,  be  shown 
under  general  and  convenient  heads  known  as  "Nominal 
Accounts." 

The  number  and  division  of  these  heads  or  nominal  ac- 
counts is  a  matter  of  Judgment  and  discretion. 

llie  main  object  of  an  audit  is  to  detect  errors,  and  to  secure 
corrections  in  accounts. 

The  occurrence  of  frauds  like  those  recently  exposed  in  the 
cases  of  the  City  of  Glasgow  Bank,  and  the  Army  and  Navy 
Stores,  and  numerous  other  cases,  should  be  rendered  impos- 
sible by  the  services  of  experienced  professional  auditors. 

We  have,  therefore,  now  to  answer  the  inquiry :  what  are 
the  duties  of  a  professional  auditor  ? 

They  should  include  generally  a  careful  examination  and 
comparison  with  the  vouchers  of  every  item  of  receipt  and  pay- 
ment in  the  cash  book,  and  of  the  correcUoess  of  the  balances : 
of  the  entries  generally  in  the  day  books  and  journals,  the 
classification  of  the  nominal  accounts,  and  the  postings  to  the 
personal  and  nominal  accounts  in  the  ledger. 

The  trial  balances  and  the  closing  entries  should  be  yerified. 

The  profit  and  loss  account  and  the  balance-sheet  should  be 
carefully  examined. 

The  mode  of  taking  and  valuing  outstanding  debts  owing  by 
and  to  the  concern,  and  of  taking  and  valuing  stocks  on  hand, 
requires  careful  attention. 

The  statutory  system  of  auditing  the  accounts  of  railways, 
poor  law  boards,  and  other  public  bodies,  has  proved  of  great 
value  :  and  whe  i  the  employment  of  Chartered  Accountants 
as  auditors  by  all  public  bodies  is  made  compulsory,  the  public 
will  feel  still  greater  confidence  and  satisfaction. 

Being  a  member  of  parliament  when  the  Joint  Stock  Com- 
panies' Amendment  Act  of  1880  was  introduced,  authorising 
existing  joint  stock  banks  to  adopt  the  principle  of  limited 
liability,  I  had  the  opportunity  of  conferring  with  the  Oovem- 
ment,  as  the  only  professional  accountant  in  the  House:  I 
placed  amendments  on  the  paper  with  a  statutory  form  of 
balance-sheet,  and  a  form  of  auditor's  certificate ;  but  I  only 
succeededi  with  the  support  of  3ir  JRiohard  Cross,  the  Home 
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Seoretary,  and  himself  a  banker,  in  carrying  clanse  8,  requiring 
eTeiy  bank  balance-sheet  to  be  signed  by  three  directors  as 
well  as  the  auditors  and  seeretaiy  or  manager. 

The  power  to  deduct  depreciation  on  machinery  is  by  a 
recent  Act  rendered  legal,  and  is  acknowledged  by  the  Income 
Tax  Commissioners ;  Uiere  is,  therefore,  no  longer  any  reason 
for  not  clearly  showing  on  the  face  of  a  balance-sheet  the 
amount  of  deduction  for  depreciation. 

HaTing  described  generally  the  importance  of  the  business 
of  auditing,  I  will  now  refer  in  some  detail  to  the  nature  of  the 
duties  of  clerks  and  principals  engaged  in  this  important  duty. 

The  following  instructions  to  auditors  were  prepared  by  me 
many  years  ago,  and  have  as  far  as  practicable  been  carried 
out  by  my  firm  and  their  clerks  in  a  large  and  varied  business. 

The  particular  duties  of  an  auditor  may  be  stated  as 
follows: — 

1.  In  commencing  a  new  audit  yon  should  obtain  a  list  of 
all  the  books  kept,  and  of  all  persons  authorised  to  receive  or 
pay  money  and  order  goods. 

2.  In  the  case  of  a  joint  stock  company,  examine  the  articles 
and  board  minutes  respecting  the  receipt  and  payment  of 
money,  and  the  drawing  of  cheques,  acceptances,  &o. 

3.  Ascertain  and  take  note  of  the  general  system  upon  which 
the  books  are  constructed,  and  the  plan  of  checking  the  cor- 
rectness of  the  accounts  paid,  and  whether  exclusively  or 
generally  by  cheques. 

4.  Beport  if  the  accounts  and  vouchers  are  submitted  to  the 
board  of  directors  by  an  account  committee  or  otherwise,  and 
whether  they  are  ^tematically  checked  and  certified;  and 
note  any  discrepancies. 

5.  Examine  all  the  items  in  the  cash-book  with  the  bank  pass 
books  and  vouchers,  and  put  your  usual  audit  initials  in  the 
pass-book  and  to  evexy  item  in  the  cash-book.  Ascertain  if 
the  bankers*  pass-book  is  frequently  entered  up  and  examined. 

6.  Note  any  unusual  or  extraordinary  payments  or  receipts. 

7.  In  regard  to  the  pa}rmentB  for  wages  and  petty  cash,  note 
any  unusual  items  and  see  that  vouchers  for  all  payments  are 
kept  and  produced. 

9.  Beport  whether  a  rough  cash  book  is  kept,  and  whether 
the  fidr  cash  book  is  regularly  and  punctually  posted  and 
balanced,  and  if  the  balance  is  checked. 

9.  Beport  also  if  the  entries  in  the  fair  cash  book  are  in  arrear, 
on  account  of  the  currentjyear ;  and|if  so,  to  what  extent  ?  and 
why? 

10.  In  all  cases  where  branch  establishments  are  included,  in 
one  business,  yon  will  be  careful  to  examine  into  the  mode  of 
bringinic  the  returns  of  work,  accounts,  and  expenses  to  the 
head  office. 

11.  Examine  all  the  day  books,  and  see  that  the  proper  retuma 
of  purchases  and  'sales  are  made  by  each  department,  and  that 
the  bought  and  sold  books  are  properly  entered  up :  that  the 
invoices  are  properly  checked  as  to  quantities  and  prices ;  obtain 
a  dedaration,  or  otherwise  satisfy  yourself,  that  every  liability  of 
the  year  is  brought  into  account 

12.  The  postings  in  the  personal  ledgers  must  be  chocked 
from  the  bought  and  sold  day  books  and  the  oaah  book,  and 
also  from  the  bill  books  and  joumaL 

13.  The  postings  in  the  nominal  or  impersonal  ledgers  must  be 
checked  from  the  joumalising  of  the  bought  and  sold  day  books, 
the  bill  books,  the  invoice  books,  and  the  cash  books,  and  the 
mode  and  correctness  of  the  journalising  must  be  carefbUy  proved. 

14.  Examine  the  bills  receivable  and  bills  payable  books,  and 
note  any  item  of  past  due,  renewed  or  dishonoured  bills,  and 
make  list  of  same  and  of  the  securities,  if  any. 

15.  Examine  the  entries  and  transfers  passed  through  the 
journal,  and  check  the  postings ;  and  although  ^ou  are  not  held 
responsible  for  the  details  ol  classification,  it  is  desirable  you 
should  make  any  suggestions  required,  and  note  any  discrepancies, 
especially  in  relation  to  the  division  of  expenditure,  on  account  of 
capital  aod  profit  and  loss  accounts  respectively. 

16.  Examine  the  share  register,  and  see  that  the  amounts 
received  for  calls  agree  with  Uie  entries  in  the  bank  pass  books, 
and  that  they  aia  eonrectly  posted  to  the  credit  of  the  lespeotive 


shareholders  in  the  share  ledger;  that  all  transfers  from  the 
transfer  det-ds  are  duly  stamped  and  entered  in  the  register  of 
transfers ;  and  also  that  the  amount  of  the  subscibed  and  paid-up 
capital  and  arrears  corresponds  with  the  baUnoe-sbeet. 

17.  Examine  the  register  of  all  mortgages  on  the  company's 
property,  and  all  debenture  bonds  issued,  and  note  and  check  the 
amount  of  capital  paid  in  advance  of  calls  and  of  the  receipts  and 
payments  in  respect  thereof  with  the  bank  pass  book. 

18.  In  the  accounts  of  stock-taking  see  that  sll  stock  sheets 
and  returns  are  duly  signed  by  the  heads  of  departments,  and 
that  the  same  are  correctly  carried  forward  to  the  general  stock 
account ;  and  ascertain  and  note  whether  goods  finished  or  in  pro- 
gress are  taken  at  cost  price  or  otherwise ;  also  report  whether  in 
Itfge  concerns  an  independent  check  clerk  or  vainer  has  verified 
the  stock  returns  in  regard  to  prices  and  quantities. 

19.  In  checking  the  profit  and  loss  account  note  whether  the 
usual  and  proper  deductions  are  made  for  wear  and  tear  and  de- 
preciation, and  for  recouping  of  capitsl  on  works  or  premises 
held  on  short  leases. 

20.  Take  care  that  in  the  balance-sheet  no  additions  are  made 
to  expenditure  on  capital  account  except  such  as  are  duly  author- 
ised  by  the  board  of  directors,  and  note  the  distinction  between 
new  works  and  mere  replacements. 

21.  Ascertain  whether  the  conveyance  deeds  and  other  securities 
specified  in  the  agreement  of  purchase  and  articles  of  association 
have  been  duly  executed,  and  the  sums  paid  by  the  company  on 
account  of  purchase  have  been  duly  endorsed  thereon  or  other- 
wise ackno  vledged  to  the  satisfaction  of  the  solicitors  or  board  of 
duectors ;  also  that  the  existence  and  safe  custody  of  these  docu- 
ments has  been  duly  certified ;  ascertain  by  application  to  the 
bankers  the  correctness  of  any  balances,  bills  or  securities  lodged 
with  Uiem. 

22.  Ascertain  the  correctness  of  the  cash  balances,  bills  and 
other  securities  in  hand,  and  take  note  of  every  exceptional  trans- 
action. 

Having  referred  generally  to  tho  importance  of  auditing  as 
part  of  the  business  of  an  accountant,  I  may  refer  briefly  to  the 
mode  in  which  the  accounts  of  large  concerns  are  usually  kept 
and  stated. 

In  my  experience  as  a  professional  auditor  during  a  period  of 
40  years,  including^the'audit  of  some  of  the  very  largest  trading, 
banking,  and  manufacturing  businesses,  I  have  not  attempted  to 
mould  all  of  them  to  any  one  system  of  journalising  and  olassifit 
cation  for  the  nominal  accounts ;  but  I  have  accepted  differen- 
forms  of  profit  and  loss  statements  and  balance-sheets,  if  they 
have  been  clearly  and  correctly  atated. 

In  balaace-sheeti,  I  have  adopted  generally  the  usual  form  of 
placing  on  the  left  side,  and  debiting  the  firm  or  company  with 
the  capital  and  liabilities,  and  crediting  them  on  the  right  side 
with  the  property  and  assets;  but  in  special  cases,  by  charter, 
special  Act,  or  old  custom,  the  reverse  mode  has  been  continued 
without  any  material  inconvenience. 

Whilst  I  recommend  statutory  uniformity,  I  do  not  think  the 
'*form"  iu  such  oases  is  of  such  consequence  as  the  '*  substance," 
by  which  I  mean  the  intelligent  and  correct  classification  under 
proper  heads  of  all  items  of  receipt  and  expenditure,  and  of  as- 
sets and  liabilities. 

The  importance  and  necessity  of  a  professional  audit  of  the 
accounts  of  all  public  trusts,  and  Government  departments, 
and  of  all  railway,  insurance,  banking,  and  joint  stock  com- 
panies, is  now  generally  acknowledged :  and  the  compulsory 
forms  of  account  in  regard  to  railways,  insurance  and  friendly 
societies,  will,  I  believe,  soon  be  extended. 

I  think  it  is  a  matter  of  regret  that  the  balance-sheet  in 
table  "A"  of  the  Companies  Act,  1862,  was  not  made  com- 
pulsory on  aU  joint  siock  oompanies.  ^     „^ 

The  certificate  which  an  auditor  should  give,  should  be  made 

compulsory. 

The  book  on  ** Auditors:  their  Duties  and  Bespon- 
sibilities,"  by  Mr.  Pixley,  gives  oopies  of  the  audit  clauses  in 
various  Acts,  and  the  statutory  forms  of  balanoe-»heets,  and 
much  useful  and  valuable  information. 

Afl  the  object  of  thia  address  ia  to  oxeate  an  intelligent 
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interest  in  the  daties  and  responsibilities  of  auditors,  it  should 
always  be  remembered  that  the  main  necessity  of  auditing  is 
to  secure  absolute  honesty  in  the  case  of  all  persons  who  touch 
or  have  control  over  other  people's  money  or  goods. 

It  may  well  be  a.^kcd  whether  the  great  losses  or  frauds 
could  have  occurred  in  the  case  of  the  City  of  Glasgow  Bank, 
if  the  accounts  had  been  audited  by  professional  accountants, 
and  the  auditors  had  done  their  duty?  A  similar  inquiry 
might  be  made  in  regard  to  the  great  los.scs  in  connection  with 
other  well-known  and  similarly  disastrous  concerns. 

It  would  be  an  interesting  investigation  to  estimate  the 
advantages  of  the  oiEcial  system  of  auditing  now  adopted  in 
some  of  the  great  departments  of  Government ;  and  whether  a 
system  of  auditing  by  Chartered  Accountants  could  not  be 
extended  to  every  department  of  the  public  service. 

The  following  are  samples  of  difficult  cases  in  which  auditors 
are  called  upon  to  exercise  their  judgment  and  firmness : — 

1.  In  the  balance-sheet  of  a  manufacturing  concern  the 
directors  and  managers  on  one  occasion  estimated  the  value  of 
stocks  on  hand  without  taking  any  inventories,  and  the  auditors 
referred  to  the  fact  in  their  report,  and  were  consequently  not 
reappointed  by  the  shareholders. 

in  this  case  the  auditors  suffered  for  doing  their  duty 
honestly. 

2.  In  the  balance-sheet  of  a  large  concern  the  managers 
included  as  a  good  debt  an  overdue 'acceptance  held  without 
security,  to  which  the  auditors  objected,  and  which  turned  out 
bad.  To  what  extent  and  in  what  way  should  an  auditor,  in  a 
serious  ease  within  his  knowledge,  insist  upon  communicating 
his  opinions  to  the  shareholders  ? 

3.  The  chairman  of  a  large  concern  refused  to  allow  an 
auditor's  junior  partner  and  managing  clerk  to  check  the 
details,  but  insisted  on  the  auditor  himself  being  present 
during  the  whole  time  occupied  in  the  examination.  The 
auditor  resigned.  Should  he  have  reported  the  facts  to  the 
shareholders  ? 

4.  la  the  balance-sheet  of  a  colliery  the  managing  owners,  a 
few  years  ago,  largely  increased  the  value  of  the  property,  as 
the  profits  were  then  exoeedingly  large,  and  each  partner's  capital 
on  the  books  was  increased  by  a  corresponding  amount.  Since 
that  time  the  property  has  decreased  in  value,  and  the  profits 
are  now  ygtj  moderate ;  but  the  proprietors  retain  the  excessive 
value  in  their  books,  and  no  reserve  fund  exists. 

Some  of  the  owners  have  never  fully  understood  the  case. 
In  the  case  of  the  death  of  a  proprietor,  great  difficulty  would 
arise.    What  course  should  the  auditor  take  in  this  case  ? 

6,  In  the  balance-sheet  of  a  large  conoem,  where  a  great  num- 
ber of  wagons  are  used,  they  stand  now,  aifber  yearly  deprecia- 
tion, at  an  average  value  of  £50  each,  having  cost  £70  each, 
but  they  are  now  only  worth  on  an  average  £80  each,  as  new 
wagons  can  be  bought  at  £45.  For  every  thousand  wagons 
there  is  therefore  in  the  balance-sheet  an  over  value  of  £20,000. 
With  a  full  knowledge  of  these  facts,  ia  the  auditor  juatified  in 
certifying  the  balance-eheet  without  calling  special  attention 
thereto  ? 

6.  Numerous  cases  have  occurred  where  the  annual  deprecia- 
tion for  short  leases  is  not  adequately  provided  for  in  the  annual 
balance-sheets. 

Is  it  the  auditor's  duty  to  call  the  attention  of  shareholders 
thereto  ?  or  can  he  properly  sign  the  balance-sheet  as  *'  correct 
accordirg  to  the  books?" 

7.  Many  cases  have  occurred  where  proprietors  and  companies 
have  fixed  the  audit  fees  at  so  low  an  amount  as  to  render  it  im- 
possible without  a  positive  loss  for  the  requisite  time  and  work 
to  be  devoted  to  the  audit. 

In  such  cases,  is  the,  auditor  justified,  when  requested  by  the 
proprietors,  in  omitting  such  an  examination  of  the  accounts  in 
detail  as  he  would  consider  necessary  if  the  audit  fee  were  a  fair 
and  reasonable  amount  ?  And  if  not  justified,  has  he  any  other 
remedy  than  either  resigning  the  audit,  or  suffering  the  loss  ? 

I  cannot  conclude  without  a  word  of  congratulation  on  the 
passing  of  the  excellent  new  Bankruptcy  Act  of  1883;  and  ex- 
pressing my  entire  approval  of  the  provisions  conUiood  therein 


for  closing  old  accounts,  and  for  auditing  the  accounts  of  trust eei 
under  the  Act. 
It  is  one  of  the  main  objects  of  the  Institute  of  Chartered  Ac- 
I  countants  to  improve  the  status  of  its  members,  and  to  render 
I  their  services  of  increasing  value  to  the  public ;  this  can  only  be 
i   done  effectually  by  supporting  their  independent  actions  against 

ignorance,  prejudice,  apathy,  and  self-interest. 
I       Another  great  object  of  the  Institute  is  to  limit  the  entrance 
into  the  profession  to  those  only  who  by  education,  ability,  and 
aptitude  have  proved  themselves  qualified  to  perform  the  import- 
ant duties  of  Chartered  Accountants. 

The  success  of  the  Institute  has  been  undoubted,  and  no  better 
proof  of  that  success  could  be  given  than  the  fact  that  it  has  at- 
tracted to  the  profession  so  intelligent  a  body  of  students  as  the 
members  of  the  Chartered  Accountants'  Students'  Society  of 
London. 


AUDITORS:  THEIR  DUTIES  AND  RESPONSIBILITIES. 
At  a  meeting  of  the  above  Society,  held  at  St.  Michael's  Hall, 
George  Yard,  Lombard  Street,  on  the  9th  ult.,  Mr.  T.  A. 
Welton,  F.C.A.,  in  the  chair,  a  discussion  took  place  on  the 
pi^r  read  at  the  previous  meeting  by  Mr.  David  Chadwick, 
P.C.A.  The  following  were  the  points  under  discussion, 
together  with  the  resolutions  that  were  passed : — 

1.  In  the  balance-sheet  of  a  manuifaoturing  concern  the 
Directors  and  Managers  on  one  occasion  estimated  the 
value  of  stocks  on  hand  without  taking  any  inventories, 
and  the  Auditors  referred  to  the  fact  in  their  report ; 
and  were  consequently  not  re-appointed  by  the  Share- 
holders. 

In  this  case  the  Auditors  suffered  for  doing  their  duty 
honestly. 
Resolution, — That  the  Auditors  acted  quite  right  in  drawing 
the  attention  of  the  Shareholders  to  the  fact  that  no  inventory 
had  been  taken  of  the  stocks,  and  it  was  to  the  detriment  of 
the  profession  that  another  member  should  accept  that  audi- 
torship. 

2.  In  the  balance-sheet  of  a  large  conoem  the  Managers 
included  as  a  good  debt,  an  overdue  aoceptanee  held 
without  security,  to  which  the  Auditors  objected,  and 
which  turned  out  bad.  To  what  extent  and  in  what 
way  should  an  Auditor,  in  a  serious  case  within  his 
knowledge,  insist  upon  communicating  his  opinions  to 
the  Shareholders? 

i2tfso2u/Km.— When  an  Auditor  is  well  warranted  in  the 
belief  that  insufficient  provision  had  been  made  for  probable 
loss  by  a  bad  debt,  he  should  mention  the  fact  in  his  certificate. 

3.  The  Chairman  of  a  large  concern  refused  to  allow  an 
Auditor's  junior  partner  and  managing  clerk  to  check 
the  details,  but  insisted  on  the  Auditor  himself  being 
present  during  the  whole  time  occupied  in  the  examina- 
tion. The  Auditor  resigned.  Should  he  have  reported 
the  facts  to  the  Shareholders  7 

Retolution,—ThAt  it  be  part  of  an  Auditor's  duty  not  to 
resign  his  position  after  having  been  elected  by  the 
Shareholders  without  stating  his  reason  for  so  doing. 

4.  In  the  balance-sheet  of  a  colliery  the  Managing  Owners,  a 
few  years  ago,  largely  increased  the  value  of  the  property, 
as  the  profits  were  then  exceedingly  large,  and  each 
partner's  capital  on  the  books  was  increased  by  a 
corresponding  amount.  Since  that  time  the  property  has 
decreased  in  value,  and  the  profits  are  now  very  moderate ; 
but  the  proprietors  retain  the  excessive  value  in  their 
books,  and  no  reserve  fund  exists. 

Some  of  the  owners  have  never  fully  understood  the  case. 
In  the  case  of  the  death  of  a  proprietor  grt^at  difiioulty 
would  arise.  What  course  should  the  Auditor  take  in 
this  case  ? 

Resolution. — The  Auditors  should  suggest  a  fresh  valuation,  or 
introduce  a  marginal  nota  intimating  the  decrease  in  value  of  the 
property. 

5.    In  the  balance-sheet  of  a  large  concern,  where  a  great 
number  of  waggons  are  used,  they  stand  now,  after  yetrlj 
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depreeUtioD,  at  an  aTorage  valae  of  £50  each,  having  cost 
£70  oaoh,  but  they  are  now  only  worth  on  an  arerage 
£30  each,  as  new  waggons  can  be  bought  at  £45.    For 
every  thousand  waggons  there  is  therefore  in  the  bahince- 
sheet  an  over  ralue  of  £20,000.    With  a  fall  knowledge 
of  these  facts,  is  the  Auditor  justified  in  certifying  the 
baUnce-shcet,  without  calling  special  attention  thereto  ? 
RuohUion. — That  the  capital  snd  reveune  accounts  being  dis- 
tinct, the  Auditor  is  fully  jubtifted  in  certifying  the  balance-sheet 
without  calling  special  attention  thereto. 

6.  Numerous  casei  have  occurred  where  the  annual  deprecia- 
tion for  short  leasea  is  not  adequately  provided  for  in  the 
annual  balance-sheets. 

Is  it  the  Auditor'a  dutv  to  call  the  attention  of  Shareholders 

thereto?  or  can  he  properly  sign  the  balance-sheet  as 

-  "  correct  aeeording  to  the  books  f  " 

ReMoluti&n. — It  is  the  Auditor's  duty  to  call  the  attention  of 

the  Shareholders  to  the  absence  of  adequate  depreciation  in  the 

case  of  short  leasea. 

7.  Many  oases  have  occurred  where  proprietors  and  companies 
have  fixed  the  Audit  fees  at  so  low  an  amount  as  to  render 
it  impossible  without  a  positive  loss  for  the  requisite  time 
and  work  to  be  devoted  to  the  Audit. 

In  such  eases  is  the  Auditor  justified  when  requested  by  the  pro- 
prietors in  omitting  such  an  examination  of  the  accounts 
in  detail  as  he  would  consider  necessary  if  the  Audit  fee 
were  a  £iir  and  reasonable  amount  ?  And  if  not  justified, 
has  he  any  other  remedy  than  either  resigning  tne  Audit 
or  suffering  the  loss  ? 

i2«so^fofi.— It  is  the  duty  of  an  Auditor  to  fully  perform  his 
work,  whatever  the  amount  of  the  fee  he  receives. 
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a  BISUMi  OF  THB  BCIXNCE  OF  INSUXUNCE. 

The  Seventh  Ordinary  Meeting  of  this  Society  was  held  in 
the  Old  Town  Hall,  King-street,  Manchester,  on  Monday 
evening,  the  16th  July,  1883,  with  Mr.  Adam  Murray,  F.C.A., 
in  the  chair;  The  minutes  of  the  previous  meeting  having 
been  read  and  declared  correctly  recorded,  Mr.  A.  E.  Piggott 
delivered  his  essay  on  the  Science  of  Insurance  as  follows  : — 

You  will  liave  noticed  on  the  circular  convening  this 
meeting,  that  I  mentioned  that  it  was  at  the  request  of 
the  committee  that  I  undertook  to  appear  before  you 
this  evening  in  the— may  I  be  allowed  to  say  unenviable 
position  of  an  essayist,  and  such  can  be  my  only  apology 
for  presenting  to  you  this  "fiesnmS  of  the  Science  of 
Insuranoe,**  for  I  am  well  aware,  and  at  the  same  time  glad  to 
say  that  there  are  several  of  the  members  of  our  Society  who 
would  have  treated  of  this  subject  in  a  far  better  and  more 
instructive  and  masterly  manner  than  I  can  possibly  hope  to 
do,  and  I  beg  that  you  will  bear  in  mind  that  my  object  this 
evening  is  to  merely  introduce  the  subject  of  insurance,  and 
having  been  successful  in  starting  the  ball  rolling,  shall  be 
content  to  leave  others  to  kick  it,  quietly  retiring  to  watch  the 
game,  and  leam  from  those  who,  1  cannot  help  but  think,  will 
produce  items  of  Information  calculated  to  be  infinitely  more 
useful  to  my  fellow-students  than  any  remarks  of  mine  can  be. 

But  perhaps  after  all  it  is  not  a  mistake  that  I  should  in- 
troduce this  matter.  A  child  learning  his  alphabet  can  teaeh 
A. B.C.  to  those  who  don't  even  know  so  much,  and  I  will  be 
as  AB.C.  to  you,  and  look  to  some  of  my  friends  who  are  well 
up  in  this  matter  to  take  us  through  to  X.Y.Z. 

I  will  ask  you  to  consider  first  the  meaning  of  the  two  terms 
insoranoe  and  assurance.  The  term  insuranoe  may  be  defined 
as  "a  contract  by  whioh  one  engages  for  a  premium  per 
centum  to  make  up  a  loss  which  another  may  sustain,  and  is 
so  used  indiscriminately  for  all  classes  and  sorts  of  such  con- 
tracts. The  word  **  assure  "  is  derived  from  the  latin  Meeurus, 
secaroi  and  means  to  make  sore  or  secoroy  to  give  confidence 


by  promise ;  while  the  term  *'  aseuranoe  "  means  certain  know- 
ledge, certainty^  security,  positive  declaration,  as  well  as  the 
foregoing  word,  insurance.  And  if  we  thus  critically  look  at 
the  two  terms,  we  shall  see  an  appropriateness  in  adopting 
the  term  "  as-suranoe '*  formatters  connected  with  human  life, 
and  "  insurance  **  for  things  inanimate.  It  is  a  certain  fact 
that  all  those  who  provide  against  pecuniary  loss  caused  by 
their  death,  will  ultimately  become  a  claimant  on  their  lifo 
office  ;  but  of  accidents  or  fire  risks  there  is  only  an  average, 
and  that  uncertain ;  therefore  against  the  certainty  of  death 
one  is  assured;  while  the  milder  phrase  ''insurance"  may 
well  be  applied  to  that  contract  where  it  is  by  no  means  a  cer- 
tainty that  every  policy-holder  will  become  a  claimant. 
Speaking  in  general  terms,  therefore,  it  would  be  more  correct 
to  use  the  word  *'  assurance  "  when  treating  of  life,  and  in- 
suranoe when  treating  of  fire,  marine,  or  accident  companies ; 
and  we  will  preserve  this  difference  in  terms  throughout  this 
essay. 

The  history  of  insurance,  its  rise,  progress,  and  develop* 
ment,  is  an  interesting  study,  and  I  propose  to  give  an  out- 
line of  the  same,  bearing  in  mind  that  the  principal  object  of 
this  paper  is  to  fully  introduce  the  subject,  so  that  other  mem- 
bers may  at  some  future  occasion  take  up  special  lines  of  this 
science,  and  lead  us  with  carefulness  through  the  narrow  paths 
of  detaUs.  There  are  four  main  classes  of  insuranoe — ^life,  firo, 
marine,  and  accidental ;  the  former,  and  especially  the  latter, 
being  subdivided  to  a  very  large  extent.  We  will  consider 
them  therefore  in  this  order. 

Life  A8iuranoe,  The  origin  of  life  assurance  dates  back  to 
the  16tii  century,  at  which  time  and  for  long  after  it  was  con- 
ducted by  the  private  underwriters,  who  carried  on  the  business 
of  insuranoe  to  a  very  limited  degree,  and  who  sometimes  ac- 
cepted risks  upon  hmnan  life  for  short  periods  to  cover  con- 
tingencies of  a  temporary  character ;  but  it  does  not  appear 
that  the  system  was  by  any  means  general,  and  the  transac- 
tions must  have  been  very  rare.  It  was  necessary  to  charge 
an  exceedingly  high  rate  of  premium,  because  of  the  absence 
of  adl  or  any  reliable  data  upon  which  to  base  calculations,  and 
also  the  transactions  not  being  numerous  enough  to  secure 
anything  like  a  regular  average  in  the  occurrenoe  of  claims. 
Towards  the  close  of  the  17th  century,  when  the  matter  began 
to  excite  a  little  more  thought  and  attention,  several 
"annuity"  schemes  were  put  forward,  notably  one  for  the 
benefit  of  widows  and  orphans,  formed  by  the  Mercers'  Com- 
pany of  London.  AH  the  schemes  were,  however,  unsuccessful 
in  their  working,  owing  to  the  lack  of  correct  principles  and 
data  to  form  a  basis  on  which  to  build  a  system,  that  has  since 
proved  itself  to  be  one  of  the  great  boons  which  the  progress 
of  mind  has  conferred  upon  humanity  at  large.  The 
idea  of  uniting  the  contributions  of  a  number  of  persons, 
in  order  to  make  a  provision  available  on  the  death  of  each, 
had,  however,  tsJcen  some  hold  on  the  publio  mind ;  and  the 
first  praotioal  result  of  it  in  the  shape  of  life  assurance  proper 
was  the  foundation  by  Boyal  Charter,  in  1706,  of  "The 
Amicable  Society  for  a  perpetual  assurance  office." 

The  system  they  employed  was  simply  to  raise  a  fixed  con- 
tribution from  each  member ;  and  from  the  proceeds  so  derived, 
to  distribute  a  certain  sum  eaoh  vear  among  the  representatives 
of  those  who  had  died  during  the  current  year.  It  excluded 
those  from  membership  who  were  below  the  age  of  12  years 
and  above  55  years  (which  was  subsequently  reduced  to  45 
years),  but  all  were  to  pay  the  same  rate  of  contribution,  a  state 
of  idfairs  whioh  does  not  reflect  a  high  attainment  of  actuarial 
culture.  This  system  continued  for  some  years,  when,  in  1734 
the  Society  made  arrangements  for  guaranteeing  that  the 
dividend  for  each  deceased  member  should  not  be  less  than 
£100;  this  being  the  first  approach  to  an  "assurance"  of  a 
definite  sum  at  death,  whenever  that  might  occur.  In  1807, 
The  Amicable,  under  a  fresh  charter,  began  the  practice  of 
rating  members  *  *  aooording  to  the  age  and  other  drcumstanoes ; " 
but  that  essential  step  had  been  taken  long  before  in  another 
quarter.  A  Mr.  Dodson  wishhig  to  assure,  found  himself  ex- 
cluded from  **  the  Amicable  "  on  aooount  of  his  being  above 
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the  age  of  4^  years,  which  led  him  to  the  determination  "  to  form 
a  new  society  upon  a  plan  of  assurance  on  more  cquitahle 
terms  than  those  of  the  Amicable,  which  takes  the  same 
premium  for  all  ages/*  and  was  successful  in  securing  the 
support  of  various  persons  who  were  willing  to  join  him,  if  a 
Charter  of  Incorporation  could  be  obtain^  to  establish  the 
Society.  Like  many  other  men  in  scientifio  matters,  he  did 
not  live  to  see  his  purpose  accomplished.  The  petition  for  a 
Charter  of  Incorporation  was  presented  in  1757i  and  after  a 
delay  of  four  years  was  refused ;  whereupon  a  few  of  the 
original  subscribers  to  the  scheme,  set  about  constituting  the 
Society  under  a  Deed  of  Settlement,  which,  being  duly  executed, 
business  operations  were  commenced  in  1762.  This  new 
society  offered  all  the  esbential  features  of  a  life  assurance 
office.  It  was  to  issue  policies  for  the  assurance  ol  fixed  sums 
on  either  single  or  joint  lives,  or  on  survivorships,  and  for  any 
term ;  premiums  were  to  be  adjusted  according  to  the  age  of  the 
assurers;  and  risks  were  not  to  be  accepted  without  due  regard 
to  the  state  of  health  and  other  circumstances  of  the  candi- 
dates. Due  provision  was  made  for  the  investment  and 
accumulation  of  the  funds,  and  also  for  the  disposal  of  any 
surplus  that  might  arise. 

More  than  40  years  before  the  foundation  of  the  *'  Equitable," 
charters  had  been  granted  to  the  *'  Boyal  Exchange  Assurance  " 
and  the  "London  Assurance  Corporations,"  which  included 
life  assurance  in  their  schemes,  but  appear  to  have  originally 
transacted  it  only  to  a  limited  extent,  and  in  the  form  of  tem- 
porary risks  such  as  were  taken  by  the  private  underwriters. 

The  present  century  commenced  with  eight  offices  transacting, 
in  a  more  or  less  complete  form,  the  business  of  Life  Assurance 
in  Great  Britain  and  Ireland ;  their  success  soon  caused  the 
formation  of  other  offices,  and  as  these  increased  in  number 
and  activity,  public  attention  became  more  and  more  attracted 
to  assurance,  both  as  a  means  of  employing  capital,  and  as  an 
advantageous  form  in  which  to  co-operate  for  mutual  benefit. 
Time  continued  to  roll  on  as  it  ever  has  done,  each  year  being 
instrumental  in  convinciog  people  that  life  assurance  was  "  a 
consummation  devoutly  to  be  wishedj" ;  and  when  the  year 
1844  dawned  upon  the  inhabitants  of  this  favoured  realm,  it 
found  them  possessed  of  upwards  of  one  hundred  companies 
and  societies,  established  on  foundations  more  or  less  solid,  for 
the  purpose  of  transacting  life  business,  either  alone  or  in  con- 
nexion with  some  other  form  or  forms  of  insurance.  Man's 
aptitude  for  working  evil  had  unfortunately  not  diminished 
with  the  spread  of  actuarial  principles,  and,  abuses  in  joint- 
stock  enterprises  of  every  description  having  taken  place,  a 
parliamentary  enquiry  was  instituted,  which  resulted  in  the 
Joint-stock  Companies'  act  of  1844,  which  provided  specially 
for  the  regulation  of  insurance  companies,  particxdarly  life 
offices,  and  requiring  them,  among  other  things,  to  give  in 
annual  statements  of  their  afFairs  to  be  placcMi  upon  public 
record.  Not  many  years  passed,  howevei,  before  the  attention 
of  the  goveroment  was  again  directed  to  liie  assurance,  in  con- 
sequence of  certain  unwise  and  fraudulent  schemes  that  had 
been  put  forward.  The  result  was  that  in  1853,  a  select 
committee  being  formed,  found  that  the  law  as  it  then  stood 
was  very  defective,  and  did  not  afford  the  security  contemplated 
by  the  act  of  1844,  the  provisions  of  which  had  been  very  imper- 
fectly carried  out,  tlie  financial  returns  in  particular  having  been 
made  in  a  manner  very  unsatisfactory.  No  special  form  of 
accounts  had  been  prescribed  by  the  act,  and,  as  a  matter  of 
faot,  many  bubble  insurance  sdiemes  had  arisen. 

The  committee  considered  the  question  as  to  the  policy  of 
government  interference  in  life  assurance  matters,  but  the  con- 
clusion they  wisely  arrived  at  was,  that  as  assurance  differed 
so  materially  from  any  ordinary  business,  it  warranted 
the  attention  of  separate  and  special  legislation;  and 
recommended,  first,  that  certain  precautions  should  be  taken  in 
regard  to  the  fotmation  of  new  associations,  and  second  as  to  re- 
quiring the  publication  of  valuation  retnmi  and  accounts  giving 
information  on  specified  particulars.  Seven  years,  however, 
elapsed  before  anything  was  done  in  the  way  of  legislation, 
pach  as  proposed  by  the  committee,  when  in  1870  the  **  Life 


I  Assurance  Companies'  Act"  was  passed,  in  the  framing  of  which 
the  various  offices  took  a  considerable  share.  The  requirements 
are,  briefly :— a  deposit  of  £20,000  in  the  Court  of  Chancery  by 
every  company  newly  proposing  to  transact  the  business 
of  life  assurance.  Also  ib&t  companies  who  transact  other 
kinds  of  business,  shfdl  keep  separate  the  receipts  under 
assurance  and  annuity  contracts  from  any  other  receipts. 
And,  in  order  to  form  a  security  for  the  policyholders  and 
and  annuitants,  it  prescribes  forms  for  annual  accounts,  and  for 
the  periodical  valuation,  reports,  and  statements  to  be  rendered 
to  the  Board  of  Trade,  and  to  be  laid  annually  before  Parliament. 
It  further  forbids  the  transfer  or  amalgamation  of  companies 
without  judicial  authority,  which  is  again  not  to  be  given  until 
policyholders  concerned  have  been  made  fully  aware  as  to  the 
nature  and  terms  of  the  agreement,  nor,  if  policy-holders  re- 
presenting one-tenth,  or  more,  of  the  total  sums  assured  dissent 
to  the  transfer  or  amalgamation ;  and  provides  for  the  winding- 
up  of  any  company,  firstly,  in  case  of  default  of  compliance  with 
the  reqmrements  of  the  Act,  or  secondly,  on  its  being  proved  to 
the  satisfaction  of  the  Court — ^in  view  of  the  contingent  or 
proapective  liabilitiei — that  the  company  is  insolvent.  In  the 
latter  case,  however,  there  is  a  way  of  escape,  for  the  Court  may, 
if  it  thinks  fit,  reduce  the  amount  of  the  contracts  of  the 
company,  in  place  of  making  a  winding-up  order.  The  principle 
of  the  Act  may  be  briefly  summed-up  by  saying,  that  it  recjuires 
full  particulars  to  be  furnished  as  to  the  financial  standing  of 
the  offices,  and  leaves  all  concerned  to  form  their  own  judg- 
ment, and  arrive  at  such  conclusions  thereon  as  they  please. 

Fortunately,  it  is  now  no  longer  practicable  to  float  life  assur- 
ance companies  without  aubstantial  guarantee  for  the  good  faith 
of  those  engaged  in  them  ;  and  the  poaaibility  of  ruinous  amalga- 
mations, such  as  those  which  aided  the  collapse  of  the  famous 
Albert  and  European  offices,  may  be  regarded  as  a  thing  of  the 
past. 

The  amount  of  1  ife  assurances  in  force  at  the  close  of  la9t 
year  is,  by  the  '*  Insurance  Register,"  roundly  estimated  at  the 
enormous  sum  of  £485,000,000 ;  while  the  total  year's  income 
of  107  companies  reporting  for  the  same  period  was  £20,623,509, 
with  an  average  rate  of  interest  on  investments  of  4.10  per  centum. 

Besides  the  business  transacted  by  British  Assurance  Com- 
panies, there  is  a  scheme  of  Qovemment  Life  Assurance  author- 
ised during  the  reign  of  our  present  Queen  (Act  27  and  28  Vic. 
cap.  43)  and  worked  in  connection  with  the  Post  Office.  By  a 
recent  Parliamentary  return  it  appears  that  from  the  commence- 
ment of  the  scheme  in  1864  to  8  let  Deoember,  1878--fi,844 
policies  had  been  issued  for  the  sum  of  £460,000 — ^and  £25,000 
had  been  paid  on  the  death  of  nominees. 

In  the  United  States  of  America  the  subject  of  life  assurance 
has  attained  a  greater  relative  importance  among  their  financial 
instittitions  than  in  any  other  country.  Introduced  at  an  early 
period,  the  main  devdopment  did  not  take  place  till  com- 
paratively recent  times.  During  the  years  immediately 
following  the  close  of  the  Civil  War.^t  grew  with  unparalleled 
rapidity.  New  companies  were  established  in  great  numbers  and 
many  singular  and  novel  plans  and  features  were  devised.  The 
various  states  were  fiooded  with  thousands  of  energetic  agents 
who  canvassed  the  community  with  their  solicitations;  and 
the  published  reports  of  the  companies  reflected  in  a  high 
degree  the  fictitious  prosperity  of  this  period  of  inflation.  A 
test  of  great  severity,  however,  in  the  shape  of  the  financial 
crisis  of  1873,  was  brought  to  bear  upon  the  many  offices. 
Mushroom  institutions  of  recent  growth  fell  rapidly ;  and 
while  the  standard  societies,  which  were  administered  wisely, 
and  which  had  always  held  the  greater  part  of  the  business, 
were  unshaken,  their  growth  was  seriously  checked. 

It  appears  strange,  when  we  consider  the  general  character 
for  thrift  exhibited  by  many  of  our  continental  neighbours, 
that  assurance  with  them  is  not  as  wide-spread  as  in  EngUsh 
speaking  countries ;  but  only  in  France  and  Qermany  has  any 
extensive  development  of  the  system  taken  place,  where  it  was 
both  later  in  taking  root  and  slower  in  development  than  in 
our  own  kingdom.  There  are,  however,  several  large  and  well- 
established  Ufe  offices  dating  back  for  a  considerable  period, 
and  others  of  more  recent  growth,  and  the  business  is  now 
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making  considerable  progress.  There  are  now  about  twenty 
companies  in  France,  whose  existing  assnrances  must  con- 
siderably exceed  2,000,000,000  francs,  or  in  sterling  money 
£81,250,000.  In  Germany  there  are  about  50  companies,  and 
in  Canada  about  36. 

In  Australia  and  New  Zealand  there  were,  8  or  4  years  ago, 
about  10  institutions  transacting  life  business,  and  haying  in 
force  nearly  70,000  policies  assuring  upwards  of  £23,000,000. 

In  India,  South  Africa  and  the  West  Indies  there  are  natiye 
offices,  but  the  business  in  those  places  is  largely  transacted  by 
companies  whose  head-quarters  are  in  Great  Britain. 

Betuming  once  again  to  our  own  land,  we  find  that  there  are 
now  engaged  in  life  business  105  established  companies ;  of 
these  22  are  founded  on  the  "  mutual "  principle,  in  which, 
there  beiug  [no  shareholders  or  proprietors  separate  from  the 
polipy-holders  they  themselves  form  the  society;  and  while  each 
one  is  subject  to  haye  to  bear  a  share  of  the  liabilities,  all  the 
net  profits 'made  are  divided  in  due  proportions  amongst 
them.  Of  '^proprietary, or  mixed,"  life  offices  there  are  now 
57  transacting  purely  life  business  and  27  combining  with  that 
other  branches  of  insurance,  in  all  84,  whose  principle  is  gener- 
ally that  they  are  possessed  of  share  capital  to  either  a  greater 
or  less  amount,  but  dividing  among  the  assured  a  proportion 
of  the  profits  realised,  which  as  a  rtde  amount  to  from  |  to  ^. 

Speiddng  in  general  terms,  the  modus  operandi  of  conductmg 
an  assurance  company  is  the  same  with  each  one,  though 
differing  naturally  in  minor  points  of  detail.  One  of  the 
fundamental  principles  is  the  basis  of  the  calculations  as  to 
the  average  expectation  of  continued  life  from  any  given  age, 
and  the  data  that  is  now  used  for  this  purpose  consists  of 
several  tables  compiled  with  much  care  and  study  from  several 
sources  during  the  last  hundred  years.  We  have  first  the 
Northampton  table  prepared  by  Dr.  Thomas  Price,  from  the 
registers  in  the  Parish  of  All  Saints  in  that  town,  extending 
over  the  period  of  46  years  from  1736  to  1780,  ▲.n.  Owing  to 
certain  faults  in  its  construction,  this  table  gives  the  chances 
of  death  too  high  at  the  younger  ages,  thereby  increasing  the 
amount  of  premium  required  for  assurance  of  young  lives, 
while  the  advanced  ages  are  disproportionately  low.  For  a 
long  time  this  table  occupied  a  prominent  position  for  the 
deducing  of  life  contingency  calculation,  and  the  rates  of 
premium  of  many  offices  of  high  standing  were  calculated 
upon  its  basis,  and  to  within  comparatively  recent  date 
remained  in  use  by  not  a  few. 

The  Carlisle  Table,  compiled  by  Joshua  Milne  in  1815  from 
materials  furnished  by  the  labours  of  Dr.  John  Hey  sham. 
This  comprised  two  enumerations  of  the  population  of  the 
Parishes  of  St.  Mary  and  St.  Cuthbert  in  Carlisle  in  the  years 
1780  and  1787  (the  numbers  in  the  former  year  having  been 
7077  and  in  the  latter  8677),  together  with  the  abridged  bills 
of  mortality  of  those  two  parishes  for  the  nine  years  1779  to 
1787,  during  which  period  the  total  number  of  deaths  was  1840. 
Hiese  were  certainly  but  limited  data  on  which  to  build  up 
calculations  so  important;  they  were,  however,  manipulated 
with  great  care  and  fidelity,  and,  as  they  agreed  with  obser- 
vations, and  the  general  experiences  of  the  assurance  companies, 
won  large  favour.  The  graduation,  however,  is  by  no  means 
perfect,  and  anomalous  restdts  appear  in  the  death  rates  at 
certain  ages. 

Between  the  years  1834  and  1838  a  movement  was  made  by 
seventeen  offices,  who  contributed  their  statistics,  based  upon 
observations  made  in  regard  to  the  number  of  policies  which 
existed  and  became  daims,  and  not  in  regard  to  the  number 
of  penoM  who  were  assured  and  died.  As  two  or  more  poli- 
cies had  been  issued  on  one  life  the  results  were  not  the  same 
as  if  each  life  had  been  reckoned  only  once ;  this,  however, 
did  not  materially  affect  the  accuracy  of  the  table,  and  what 
error  their  was,  was  en  the  safe  side. 

The  Institute  of  Actuaries'  Table  is  the  most  important 
collection  of  observations  yet  made  in  regard  to  the  mortality 
of  assured  lives.  It  originated  through  the  action  of  the  Coun- 
cil of  the  Institute  of  Actuaries  in  co-operation  with  the  com- 
nitteM  ol  the  Association  of  Managers  of  Scottish  life  As- 


surance Offices,  and  of  thelacnlty  of  actuaries  in  Scotland,  **  to 
collect  and  combine,  as  far  as  possible,  the  experience  of  the 
Life  Assurance  Companies  of  the  United  Kingdom  to  the 
present  time."  The  experience  thus  collected  embraced  the 
returns  of  10  English  and  10  Scotch  offices,  showing  the  num- 
ber of  lives  assured  as  160,426,  of  whom  26,721  had  died,  and 
45,376  discontinued  their  policies,  leaving  a  balance  of  88,329 
on  the  several  office  books  at  the  31st  of  December,  1863,  the 
date  to  which,  as  a  rule,  the  observations  were  brought  down. 
From  these  statistics  several  distinct  mortality  tables  were 
constructed,  viz. :  Table  H.m.f.  comprising  all  the  healthy 
live$t  male  and  female,  which  were  included  in  the  observations, 
the  word  '* healthy*'  being  understood  to  mean  those  lives 
which  had  been  considered  eligible  for  assurance  at  the  ordin- 
ary rates  of  premium.  Table  H.h.  comprising  healthy  male 
lives  only,  and  Table  H.u.  (5)  comprising  healthy  male  lives, 
but  excluding  from  observation  the  first  5  years  of  assurance 
in  every  case ;  and  lastly  Table  H.f.  comprising  the  observa- 
tions on  healthy  female  lives. 

There  is,  therefore,  now  ample  basis  on  which  to  build  up 
calculations  so  as  to  produce  the  many  varieties  in  the  shape 
of  assurance  schemes  now  laid  before  the  public,  affording  the 
unfortunate  would-be -assurer  who  has  been  declined  under  a 
certain  table  or  scheme  to  pass  and  be  accepted  under  another ; 
for  instance,  it  not  unfrequently  happens  that  a  person  wish- 
ing to  assure  for,  we  will  say  £1000  under  a  table  with  profits 
to  be  paid  at  death,  whenever  that  may  occur,  is  refused,  but 
offered  the  option  of  effecting  a  policy  under  an  "  endowment " 
table  to  be  realised  on  attaining  a  certain  age,  generally 
between  50  to  65  vears  of  age,  or  earlier  in  case  of  death,  the 
higher  premium  thus  charged  affording  more  security  to  the 
office.  As  also  similarly  when  the  age  of  a  person  is  advanced 
a  few  years,  that  is  to  say,  a  man  of  30  years  of  age  may  have 
made  some  statement  in  his  proix)8al  form,  or  the  medical 
examiner  points  out  some  predisposition  to  any  malady  under 
certain  conditions,  and  the  directors,  in  considering  the  case, 
are  satisfied  m  undertaking  the  risk  at  the  premium  charged 
for,  say,  a  man  35  years  old. 

1  here  are,  as  a  rule,  two  standards  of  assurance,  both  in 
which  payments  are  made  during  the  whole  term  of  life,  the 
one  policy  being  admitted  to  participation  in  profits,  the  other 
remaining  pure  and  simple  at  the  end  of  the  term  of  only  the 
the  same  value  as  at  the  commencement. 

Then  we  have  assurances  for  short  periods,  endowment  as- 
surances ;  assurances  on  joint  lives,  payable  on  the  failure  of 
the  first  life ;  and  last,  survivor  assurance,  also  a  joint  trans- 
action, payable  on  the  failure  of  the  second  life.  Contingent 
assurances,  by  which  a  sum  of  money  may  be  secured  upon  the 
happening  of  a  certain  contingency  such  as,  for  instance,  a  man 
securing  to  his  wife  a  certain  sum  upon  his  death,  providing 
she  be  surviving,  and  contingent  annuities,  on  the  same  system. 
Then  there  are  immediate  annuities,  by  which  a  person  aged 
we  will  say  60  years,  might  pay  down  £1000,  and  unmediately 
become  possessed  of  an  annuity  in  proportion,  say  about  £100. 
Also  non-forfeitable  policies,  by  which  a  person  secures  at 
death  a  certain  sum  upon  the  payment  of  premiums  for  a 
limited  period  only,  such  as  10, 15,  20  or  25  annual  payments. 
Also  endowments  for  children,  and  a  system  by  which  the 
payments  made  to  the  policy  in  premiums  are  heaviest  first 
year,  and  *'  become  small  by  degrees  and  beautifully  less." 

In  the  Tontine  System  policy-holders  agree  that  no  dividend, 
return  premium,  or  surrender  value  shtfll  be  received  for  a 
term  of  years  called  the  "  tontine  period,"  but  that  the  entire 
surplus  from  all  sources,  including  Ispses,  shall  be  accumulated 
to  the  end  of  that  period,  and  then  divided  amongst  those  whose 
policies  are  in  force. 

Of  the  hiw  of  life  assurance  and  all  the  various  other  details 
which  naturally  arise  when  one  is  engaged  in  the  study  of  a 
subject,  I  must  leave  for  the  present,  ezeepting  that  X  might 
mention  in  regard  to  the  question  of  forfeiture  of  an  assurance 
through  the  act  of  suicide,  that  the  policy,  or  legal  instru- 
ment on  which  the  terms  and  conditions  of  the  assurance  are 
expressed)  contains  a  proTiso  that  such  ad  shall  void  ihc 
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policy  in  the  same  manner  as  arson  in  a  fire  insurance  or 
wrecking  purposely  in  a  marine  insurance.  The  general  rule 
of  law  appears  to  be  that  the  contract  will  be  ayoided  unless 
the  suicide  takes  place  when  assiured  is  insane,  and  not  ac- 
countable for  bis  acts.  Sometimes  the  proviso  '*  whether  in- 
sane or  not "  is  inserted  in  policies.  In  case  of  policies  bona 
fide  assigned,  or  otherwise  held  by  a  third  party  for  an  onerous 
cause,  it  is  usual  to  exempt  the  assurance  from  forfeiture  to 
the  extent  of  the  interest  of  such  third  party.  The  practice  of 
the  offices  is,  however,  more  liberal  than  a  strict  application  of 
legal  principle  or  of  the  conditions  attached  to  a  life  policy 
would  require.  A  few  offices  have  abolished  the  suicide  clause, 
while  a  number  of  others  now  limit  its  operation  to  a  fixed 
period,  varying  from  six  months  to  seven  years  from  date  of 
issue  of  policy.  In  cases  happening  within  those  periods,  or 
when  there  is  no  express  exemption  from  forfeiture,  offices 
are  usually  ready  to  grant  any  relief  which  circumstances  may 
seem  to  warrant,  such  as  an  allowance  of  the  surrender  value 
or  a  return  of  the  premiums  paid  under  the  policy. 

With  regard  to  premiums,  *'  it  may  be  hardly  necessary  to 
state  that  every  premium  is  divided  into  two  parts— the  portion 
considered  sufficient,  improved  at  compound  interest,  to  meet 
the  claim  when  death  arises ;  and  the  portion  set  aside  for 
expenses.  The  former  is  technically  termed  the  *  pure '  or 
*  net'  premium,  and  the  latt^,  the  *  margin '  or  *  loading,'  " 
the  latter  being  more  or  less  increased  according  to  the  mor- 
tality table  or  tables  on  which  the  calculations  are  based,  which 
give  a  percentage  of  deaths  varying  from  as  low  as  3  per  cent, 
to  as  high  as  4  per  cent.  The  average  age  of  entry  upon  life 
assurance  is  between  thirty  and  forty  years,  and  among  the 
existing  offices  the  premium  for  insurance  of  £100  at  death 
(with  profits)  by  a  person  aged  30,  ranges  from  £1  16s.  7d. 
(Scottish  Amicable)  to  £2  19s.  3d.  (by  London  Life  As- 
sociation) ;  the  average  rate,  however,  being  about  508.  per 
cent. 

Items  of  no  small  importance  to  the  assurer  are  the  sources 
of  profit  and  division  of  surplus.  The  former  originate  in 
various  ways,  such  as,  1st,  from  the  rate  of  interest  actually 
earned  being  higher  than  that  anticipated  in  the  calculations  *, 
2nd,  from  the  death  rate  being  lower  than  that  provided  for  by 
the  mortality  table  adopted  as  the  basis  of  the  calculations ; 
3rd,  from  the  expenses  and  contingent  outlay  being  less 
than  the  **  loading  "  provided  to  meet  them ;  and  4th,  from 
miscellaneous  sources,  such  as  profitable  investments,  lapsing 
of  policies,  &o.  The  division  of  surplus  is  the  result  of  the 
actnaiial  valuation,  which  takes  place  every  three,  five,  or 
seven  years  as  a  general  rule,  and  the  following  are  some  of 
the  ratios  employed  by  difierent  offices  in  the  allocation  of  pro- 
fits ;  1st,  in  proportion  to  the  amount  of  premiums  paid  (with 
or  without  accumulated  interest^  since  the  last  preceding 
valuation  ;  2nd,  in  proportion  to  the  accumulated  **  loading  " 
of  the  premiums  so  paid ;  or  drd,  in  proportion  to  the  differ- 
ence between  the  accumulated  premium  and  the  reserve  value 
of  the  policy  in  each  case.  A  few  years  ago  I  effected  a  policy 
of  assurance  on  my  own  life  with  a  company  whose  investiga- 
tions are  septennial ;  but  no  profits  are  declared  to  a  policy 
until  the  premiums  paid  accumulated  at  4  per  cent,  compound 
interest  equal  the  sum  assured ;  which  in  my  case  I  estimate 
will  be  when  the  policy  is  thirty  years  old,  I  may  then 
naturally  expect  substantial  additions  thereto;  whereas,  in 
another  policy  I  hold  in  another  company,  the  division  is 
triennial,  and  the  application  immediate.  Of  the  various 
ways  in  which  bonuses  may  be  applied,  a  reference  to  the  pros- 
pectus of  any  office  will  soon  give  information.  AH  these 
systems  yield  different  results  to  policy-holders  of  different  ages, 
and  whose  assurances  have  been  in  force  for  longer  or  shorter 
periods. 

As  to  the  calculation  of  premiums  to  be  paid,  the  subject  is 
one  that  I  cannot  profess  to  enter  upon  in  an  essay  of  this 
nature,  and  in  fact  would  require  more  study  on  my  part  than  I 
have  yet  been  able  to  afford.  The  student  will  however  find  a 
very  clear  exposition  of  the  nature  and  modes  of  calculation  of 
the  more  ordinary  kinds  ol  premiuma  in  a  paper  by  Mr.  James 


Meikle,  "  The  Rationale  of  Life  Assurance  Premiums,"  reprinted 
by  the  Actuarial  Society  of  Edinburgh,  1879.  Also,  in  the 
works  of  Milne,  Bailey,  Jones  and  others. 

As  to  the  working  expenses  of  life  assurance  oompanies,  I 
cannot  do  better  than  incorporate  herein  the  following  remarks, 
in  which  I  entirely  concur,  which  have  been  handed  to  me  by  an 
'*  Assurance  Friend,"  but  whose  author  or  compiler  I  have  not 
the  pleasure  of  knowing. 

The  Working  Expenses  of  Life  Assurance  Com^nies, 

A  great  deal  of  nonsense  is  written,  and  a  great  amount  of 
harm  is  done  to  life  assurance  business  by  rival  agents,  who 
pretend  to  make  oomparisons  of  the  working  expenses  of  the 
different  companies  Many  agents  are  absolutely  ignorant  of 
the  principles  upon  which  the  business  is  conducted,  and  cer  - 
tainly  the  mass  of  insurers  do  not  understand  the  system,  an  d 
are  therefore  liable  to  make  mistakes  of  the  most  serious 
character,  especially  if  advised  by  an  ignorant  and  ill-in- 
formed representative  of  a  competing  company. 

It  has  been  the  custom  to  compare  the  expenses  of  an  office 
with  the  total  premium  income.  Now  this  is  most  misleading 
and  absurd,— first,  because  the  total  premium  income  consists 
of  two  items,  viz.  the  new  premiums  and  the  renewal  pre- 
miums; second,  because  in  no  two  oompanies  do  these 
different  premiums  bear  a  similar  relation  the  one  to  the  other. 
It  costs  money  to  put  new  premiums  on  to  the  books  of  a  com- 
pany ;  the  renewal  premiums  are  collected  for  a  mere  song. 

Let  any  one  refer  to  the  balance-sheet  of  a  new  company  for 
the  first  year,  and  he  will  see  for  himself  that  the  expenses 
compared  with  the  premium  income  are  high,  gradually  de- 
creasing as  the  years  roll  on,  and  the  renewal  premium  in- 
come bears  a  higher  ratio  in  comparison  with  tne  new  pre- 
mium income. 

Take  a  typical  case.  Let  an  office  commence  business,  and 
underwrite  £100,000  the  first  year,  with  a  new  premium  in- 
come of  £3,000.  The  expenses  may  be  £3,000  at  least,  that 
is,  the  working  expenses  of  the  office  are  100  per  cent,  on  the 
premium  income.  Now,  supposing  a  similar  business  is  trans- 
acted for  five  years  the  following  would  be  the  results : — 


Premium 
Income. 

Expenses. 

1 

'  Rate  per  cent,  on 
Premium  Income' 

First  Year,.. 

£ 

3000 

New  FremiumB. 

New  PremiuBis. 
Renewal  Premiums. 

New  rrcmiums. 
Renewal  lYemiums. 

New  Premiums. 
Renewal  Premiums. 

New  Premiums. 
Renewal  Freniiumfl. 

£ 

SOOO 

100  per  cent. 

Second  Year 

8000 
3000 

9000 
150 

Total!.. . 

6000 

3150 

52*5  per  cent. 

Third  Year 

3000 
6000 

3000 
800 

Totola... 

9000 

3300 

36-6  per  cent. 

Fourth  Year 

3000 
9000 

SOOO 
450 

Totals... 

12000 

3450 

287  per  cent. 

Fifth  Year 

8000 
12000 

3000 
600 

Totals... 

15000 

8600 

24-  percent. 

and  so  on. 

Now,  will  any  one  assert  that  the  expenses  cf  the  fifth  year 
are  lighter  than  those  of  the  first  ?  In  the  one  case  the  ratio 
is  24  per  cent,  of  premium  income,  and  in  the  other  100  per 

cent.    And  yet  the  business  has  cost  to  a  copper  precisely  the 

same  each  year.    The  fallacy  lies  in  calculating  the  ratio  of 

expenses   upon   premium   income,    without    analysing    the 

differences  which  exist  between  new  and  renewal  premiums. 

Supposing,  for  instance,  that  by  opening  branch  offices  and 

employing  capable  men,  the  business  of  the  fifth  yaar  had 

brought  £9,000  of  new  premioma  instead  of  £3,000,  the  nc* 

oouat  WOOM  luiTo  \)wn  9»  follows  ;^ 
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^TIWFIIfti 

EzpcnsM. 

Batio  per  cent,  on 
Fnmiani  Inoome. 

FifthYew... 

£ 
9000 
11000 

New  Pnmiams. 
Banewml  Prendiuns. 

£ 

9000 

000 

Total     .... 

SIOOO 

9600 

45*7  per  cent* 

And  yet  the  ooei  to  the  office  would  be  precisely  the  same  on 
eyery  item. 

The  moment  a  life  assurance  office  ceases  to  transact  new 
business,  its  decay  begins,  the  liyes  grow  older,  the  members 
die  off,  and  the  premium  income  dwindles.  It  is  absolutely 
necessary,  therefore,  that  a  fresh  batch  of  recruits  be  enrolled 
every  year,  to  fill  up  the  gaps,  and  the  office  that  can  enrol 
new  members  most  easily  and  at  a  moderate  cost,  is  the  office 
of  yitality,  which  will  pay  best  in  the  long-run.  From  the 
foregoing  it  is  evident  tnat  the  best  method  of  testing  the  cost 
of  working  an  office  for  purposes  of  comparison  is  to  allow  7^ 
per  cent,  on  the  renewal  premiums,  and  charge  the  new  pre- 
miums placed  on  the  books  with  the  balance.  This  is  done  in 
the  following  table,  and  the  relative  cost  in  each  office  will  be 
best  judged  from  an  examination  of  column  6. 

BATB  PBB  OBNT.  OF  BXPBNBBS. 


•Gresham       ...    ...    ...     494562 

Btandard     572409 

Life  Aaaociatioai  of  Soot- 
land...      ...    M.    •••    .M  S9968S 

Star ...'2076SS 

S(x>ttiBh  Union  ft  National  266205 

General       «    ...  104952 

London  and Lanoaibire...   59S88 
Ragle    ...    ...    !241AS6 


British  £mptre 

Itriti«h  Bqmtable     ... 
Clerical  and  Medical... 

Norwich  Union 

Western  Ooontiea    ... 


....107870 

132955 

190096 

1S9S84 

18001 


137649 
82560 

48430 

35109 

41856 

29699 

19156 

23634 

22073 

3S5H4 

275591 

24061 

11209 


74835 
34033 

20851 

20281 

18429 

14471 

10144 

5400 

8288 

12109 

9349 

7887 

4752 


419747 
538376 

308832 

187851 
247776 

90481 

49244 
236136 

99582 
120846 
180747 
131907 

13219 


31481 
40378 

23162 
14051 
18583 
6786 
3693 
17710 
7469i 
9063! 
135S5J 
9899 
99Si 


121-2 
103-8 
126-2 
110-0 
152-4 
109-7 
176-2 
2025 
149-7 
191-0 
214-9 


27-8 
14-4 

14-7 
16-0 
15-7 
21-6 
S2S 
9-8 
20-5 
25-3 
14*4 
17-8 
62-2 


We  now  pass  on  to  briefly  consider  the  subject  of  fire  in- 
surance. This  slso,  as  an  organised  system,  is  of  only  com- 
poratiTely  recent  origin,  dating  from  about  the  beginning  of  the 
17th  century,  when  risks  were  first  covered  by  the  form  of  under- 
writing by  individnalf  or  clubs;  while  some  attempts  were  made 
to  engage  the  corporation  of  London  in  a  scheme  of  fire  in- 
suraooe.  It  was  not  till  after  the  great  fire  in  London  in  1666, 
that  these  proposab  took  practical  shape.  In  1681  the  first  re- 
gular o£Bce  for  fire  int urance  was  opened  by  a  combination  of 
persons  "at  the  back  side  of  the  Royal  Exchange"  and  wss 
followed  shortly  after  by  another.  The  oldest  existing  offices  are 
the  •  Hand-in-Hand,'  1696,  *  Sun,*  1710,  'Uni.n,'  1714,  'West- 
minster,' 1717,  the  *  Boyal  Exchange,*  and  *  London  Ajsurance 
Corporation/  both  established  in  1720. 

The  first  in  Scotland  was  started  in  the  same  year.  Qermauy 
followed  suite  in  1760,  and  in  the  United  States  of  America,  one 
was  founded  at  Philadidphia  in  1752,  one  of  the  early  directors 
having  been  Benjamin  Franklin.  France  put  forth  a  company 
in  1816t  while  tardy  Bussia  lingered  without  tiie  blessing  of  a 
fire  insurance  office  till  the  year  1827. 

The  goTcmment  of  Great  critoin,  never  slow  to  draw  a  little 
blood  from  any  who  can  stand  it,  in  the  year  1694,  under  the 
rei^  of  William  and  Ifary,  imposed  a  stamp  duty  on  fire  policies, 
which  by  subsequent  administrations  reached  the  alanning 
amount  of  three  shillings  per  cent,  in  1816,  at  which 
rate  it  continued  for  about  fifty  jesrs.  Katorally  enough  Uiis 
imposition  was  strongly  objected  to  by  all  prudent  people,  as 

-  —  — -  —  _       — ^-^^^-^^^^^^^_^_ 

*  This  offioe  tranBocts  also  a  very  lai^ge  Annuity  busineaB,  which  is 

included  in  the  cost. 


being  discouraging  to  the  operation  of  such  a  useful  provision  as 
insuring  against  loss  by  fire,  and  also  as  being  so  disproportionate 
in  rate  to  the  cost  of  the  insursnce  it  was  tacked  on  to ;  how- 
ever, as  it  was  a  tax  easily  collected,  and  yielded  (in  1863)  nearly 
two  millions  a  year,  it  naturally  died  hard— being  partiallj  re- 
mitted in  1864,  and  expiring  finally  in  1869 :  polidee  being 
now  only  subject  to  the  nominal  rate  of  one  penny,  exclusive  of 
amount. 

By  the  Life  Aisuranoe  Companies  Act  of  1870,  as  already 
mentioned,  a  deposit  of  £20,000  is  required  on  the  establishment 
of  a  life  office;  but  fire  insurance  is  not  so  controlled,  any 
number  of  persons  being  allowed  at  the  present  time  to  engage 
in  this  business  with  or  without  capital,  nor  is  there  necessity 
even  for  the  publication  of  their  accounts. 

There  are  now  existing  twenty -seven  companies  transacting 
fire  and  life  insursnce  combined,  and  forty-six  doing  business 
solely  as  fire  offices,  making  a  total  of  serenty-three  companies, 
out  of  which  the  intending  insurer  would  doubtless  be  able  to 
find  one  in  which  to  place  any  reasonable  risk. 

Most  of  the  large  insurance  offices  have  combined  together  to 
produce  a  standard  tariff  of  rstes  of  premium  below  which  the 
"tariff  offices,"  so  called,  are  not  able  to  accept  risks,  but 
rising  aboye  that  minimum  according  to  the  nature  of  the  risk. 
Bates  commence  as  low  as  Is.  6d.  per  cent  and  2«.  per  cent,  for 
the  buildings  or  contents  of  private  dwelling  houses,  soaring 
up  to  several  pounds  per  cent,  in  the  case  of  mills,  workshops, 
theatres,  and  other  risks  of  a  peculiarly  hasardous  nature. 

The  law  of  average  applies  to  Fire  Insurance  transactions,  and 
may  be  shortly  expfiiined,  as  follows:— A  person  is  supposed  to 
insure  for  the  full  value  of  his  stock  or  other  articles,  and  any 
portion  that  he  leaves  uncovered  he  is  presumed  to  be  covering 
or  undertaking  the  risk  himself;  thus  if  an  insurance  is  effected 
for  the  sum  of  say  £3,000,  on  goods  the  value  of  which  is  £4,000, 
and  a  fire  occun  doing  damage  to  the  extent  of  £3,000,  or  the  sum 
insured,  the  insurance  company  would  onlj  be  liable  to  their 
share,  viz.  }thsof  the  amount  claimed ;  the  insurer  having  taken 
upon  himself  risk  to  the  extent  of  4,  they  would  therefore  pay 
towards  this  loss  the  sum  of  £2,250,  while  he  would  have  to  bear 
the  loss  of  £750  himself;  of  course  were  all  the  goods  insured 
lost,  the  company  would  be  liable  to  the  full  extent  of  their 
policy.  This  is  the  principle  adooted  when  the  sum  total  of  a 
risk  is  placed  in  several  offices,  each  office  on  the  happening  of  a 
claim  contributing  pro  ratA, 

It  seldom  happens  that  one  office  undertakes'  solely  and  only 
the  covering  of  a  risk  of  great  magnitude;  although  a  policy  may 
be  issued  by  one  company,  that  company  making  itself  responsible 
to  the  insurer,  it  most  frequently  distributes  the  amount  amongst 
several  offices,  re-insuring  its  liabilitv  with  them.  There  are 
seyeral  offices  who  make  it  their  special  festure  to  transact  this 
class  of  business. 

AU  fire  insurance  transactions  sn  brought  into  special  periods, 
policies  being  issued  to  expire  on  any  quarter-day,  allowing  16 
days*  ^raoe  for  renewal,  during  which  time  when  it  is  the  dear 
intention  of  the  insured  to  renew  the  policy  he  is  held  covered. 

I  will  not  further  pursue  this  subject  to-night,  but  trust  that 
before  long  one  of  our  friends  will  give  us  a  disiertation  on  the 
whole  question  of  fire  insuranoe,  which  has  sufficient  detail  to 
incorporate  into  a  paper  specially  treating  of  the  subject ;  and  the 
same  may  be  said  of  Marine  Insurance,  which  is  no  small  item 
in  a  country  like  our  own,  whose  commerce  and  mercantile  interests 
are  so  largely  dependent  upon  shipping.  It  is  probable  Ihat  Marine 
Insurance  is  the  oldest  class  of  insurance,  and  the  author  of  all 
the  various  other  forms  of  that  soienee  by  which  we  are  now 
surrounded ;  it  is  still  mainly  carried  on  by  means  of  underwriten, 
a  class  of  persons  whose  business  it  is  to  insure  maritime  risks, 
and  so  oaUed  because  they  underwrite  their  names  to  the  conditions 
of  the  policy. 

The  principal  business  of  underwriting  is  carried  on  at 
Lloyd*s  in  London,  which  is  an  exchange  of  shipping.  There 
may  be  seen  a  dassifioation  of  all  registered  ships,  giving  par- 
ticulars as  to  maken,  bmld,  age,  condition,  sise,  tonnage,  and 
other  items  of  information,  from  which,  of  course,  the  persons 
interested  may  draw  their  condasions.    There  are,  besides  the 
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priyate  underwriters,  twenty-two  marine  insurance  companies 
of  English  origin,  and  agencies  or  branches  have  been  estab- 
lished to  some  forty  other  companies,  whose  head-quarters  are 
in  various  parts  of  the  globe. 

Of  these  companies  the  oldest  now  existing  are  the  Boyal 
Exchange,  and  London  Assurance  Corporations,  of  which 
mention  has  been  made  before ;  the  others  are  all  of  recent 
origin,  ranging  from  the  "  Alliance  "  and  *'  Indemnity"  offices 
in  1820,  down  to  the  "City  of  London"  and  the  **  Reliance"  in 
ISSl.  The  business  done  is  of  considerable  magnitude,  eight 
oftices  reporting  last  year  a  total  premium  fnoome  of  £1 ,356,040. 
Marine  insurance  is  generally  transacted  through  a  broker,  the 
modus  operandi  being  as  follows  :^A  merchant  has  either  a 
ship,  or  cargo,  or  both  that  he  wishes  to  cover,  say  to  the  ex- 
tent of  £10,000 ;  he  communicates  with  his  broker,  giving  the 
name  of  the  ship,  her  register  tonnage,  destination,  ports  of 
call  or  discharge,  and  most  full  and  minute  particulars ;  upon 
receipt  of  instructions  to  prepare  a  policy,  the  broker  writes 
out  slips  of  paper  setting  forth  the  required  particulars ;  with 
these  he  attends  at  Lloyd's,  being  a  member  (one  of  the  con- 
ditions of  membership  as  far  as  regards  underwriters  is  the 
deposit  on  trust  of  £1,000  as  guarantee  of  solvencj),  and  goes 
at  once  to  those  men  whom  it  is  probable  will  take  a  certain 
sum,  say,  £500  each,  and  so  on  down  to  £10  and  £20 ;  and 
upon  these  slips  the  various  underwriters  taking  risk  enter 
and  initial  the  amount  they  will  be  good  for  in  event  of 
claim,  and  the  amount  being  thus  completed  a  due  and 
formal  policy  is  prepared,  and  the  various  items  and  names 
underwritten  thereon.  The  premium  is  paid  by  the  merchant 
to  the  broker,  who  in  his  ledger  credits  pro  raid  the  various 
underwriters  with  their  share  of  the  premium,  accounts  being 
squared  quarterly. 

Policies  are  often  issued  to  cover  the  voyages  of  one  or  any 
Bhips  of  a  certain  line  and  route,  and  are  called  "open 
y  olicies,"  amounts  being  declared  to  the  policy  from  time  to 
time.  Thus  a  merchant  may  effect  an  *'  open  policy  "  for,  say 
£15,000,  for  goods  to  be  shipped  either  to  or  from  central 
American  ports,  by  the  Boyal  Mail  Steam  Packet  Company's 
Bhip.s,  or  other  standard  line,  aud  declare  from  time  to  time 
certain  quantities  shipped  per  vessel  so-and-so,  until  the 
amount  is  exhausted,  when  orders  would  be  given  for  the 
preparation  of  a  fresh  policy. 

There  are  many  minor  conditions  of  this  branch  of  insur- 
ance which  time  will  not  now  permit  me  to  enter  upon,  such 
as  the  laws  which  govern  the  operations  of  this  class  of  insur- 
ance, the  terms  of  the  policy,  the  questions  of  average,  ad- 
justment of  claims,  and  other  details. 

Accident  Inssuranees  has  now  assumed  large  and  important 
proportions,  and  has  become  deservedly  popular.  That 
"  accidents  will  happen  "  is  now  a  maxim  generally  believed 
in  and  acted  upon,  no  class  or  article  of  the  community  is  ex- 
empt from  them.  They  occur  in  the  ordinary  routine  of  every- 
<lay  life,  as  well  as  in  hunting,  shooting,  boating,  bicycling, 
skating,  and  travelling.  Professional  as  weU  as  oommeroial 
men,  those  living  in  the  quiet  repose  of  country  or  in  the 
midst  of  active  city  life,  are  all  alike  liable  to  injury  from 
accident,  and  that  usually  when  least  eipeoted.  The  experi- 
ence of  Accident  Lisurance  Companies  shows  that  about  one  m 
every  eleven  of  their  policy-holders  meets  with  an  accident  of 
more  or  less  severity  every  year,  while  it  is  farther  computed 
that  in  Great  Britain  alone  over  two  millions  of  persons  suffer 
from  the  same  cause  during  twelve  months.  By  acoiden 
insurance  we  generally  mean  accidents  arising  to  hunuui  beings, 
but  if  we  extend  the  term  we  find  it  to  embrace— horses, 
cattle,  vehicles  of  all  descriptions  (including  rolling  stock  on 
rail  or  tramways),  plate  glass  breakages,  steam  boiler  explo- 
sions, engine  break-downs,  hailstorm  ravages,  and  the  honesty 
of  those  of  whom  it  is  said  that  their  "  heart  is  deceitful  above 
all  things  and  desperately  widked."  I  am  informed  that  it  has 
also  been  attempted  to  insure  traders  against  loss  from  bad 
debts,  and  house  owners  against  loss  of  rent  and  defective 
titles,  and  in  former  times  when  men  were  liable  to  be  drawn 
to  serre  in  the  militia,  but  might  purchase  a  substitute,  a 


system  of  insurance  was  established  to  provide  them  with  the 
necessary  funds.  While  in  a  London  paper  published  under 
date  of  July  7th,  and  kindly  sent  to  me  by  the  Secretary  of  the 
London  Chartered  Accountants'  Students'  Society,  occnrs  this 
startling  announcement,  on  which,  if  any  of  our  friends  can 
throw  any  light,  I  should  be  glad — 

"  There  has  been  a  Matrimonial  Insurance  Company  started 
at  Manchester  to  insure  furnishing  money  for  newly-married 
couples.  In  America  about  two  years  ago  there  was  a  rage  for 
these  associations,  but  they  all  came  to  an  untimely  end.  The 
idea  is  an  old  one ;  there  were  offices  in  London  in  1710,  where 
by  paying  two  shillings  entrance,  and  a  contribution  of  two  shil- 
lings upon  every  marriage  in  the  society  until  your  own,  you 
were  entitled  to  a  substantial  sum  when  that  event  took  place. 
The  associations  were  frauds,  and  many  of  the  members 
merely  joined  in  order  to  perform  a  mild  swindle  on  their  own 
account.  But  the  Government  put  a  stop  to  the  whole  thing. 
There  were  insurance  companies  against  burglary,  lying,  un- 
chastity,  divorce,  and  all  sorts  of  contingencies,  about  the  time 
of  the  South  Sea  Bubble."— 7^  Citizen, 

Returning  to  notice  briefly  the  matter  of  accident  insurance 
as  applied  to  human  life,  <&c.  we  find  that  there  are  eighteen 
companies  which  transact  this  class  of  business,  the  olde»t 
being  the  Railway  Passengers'  Assurance  Company,  which  was 
established  34  years  ago,  and  which  has  already  paid  90,000 
claims  for  fatal  and  non-fatal  accidents,  amounting  to  upwards 

I  of  £1,800,000 ;  while  other  companies  have  in  proportion  done 
equal  good.  There  is  usually  a  standard  scale  of  rates,  any  one 
in  good  health,  maAe  or  female,  between  the  ages  of  15  and  G5 
years  being  accepted.  The  principle  is  to  insure  for  a  certain 
sum  to  be  paid  in  the  event  of  death  resulting  from  accident, 
or,  in  event  of  either  total  or  partial  disablement,  a  certain  sum 
per  week  during  the  period  of  such  disablement,  not  exceeding 
the  term  of  six  months.  In  one  or  two  companies  permanent 
total  disablement  is  treated  as  a  fatal  claim,  the  full  amount 
of  the  policy  being  paid  for  the  same,  while  permanent  partial 
disablement  is  compensated  by  the  payment  of  one-third  of  the 
amount  of  the  policy.  Policies  are  issued  to  cover  general 
accidents,  railway  accidents,  conveyance  accidents,  to  cover  risk 
of  accidental  death  at  sea,  and  that  very  important  new  branch 
of  insurance,  the  covering  of  all  risks  under  the  Employers* 
Liability  Act,  or  otherwise,  in  connection  with  large  or  small 
bodies  of  work-people.  The  company  who  first  introduced 
this  system  in  England  was  "  The  Ocean  Railway  and  General 
Accident  Assurance  Company,  Limited,"  and  tbey  have  kept 
steadily  to  the  front ;  in  this  now,  as  in  other  compsnies,  one  may 
insure  a  risk  in  two  ways,  the  premium  to  be  paid  being 
calculated  on  the  yearly  amount  of  wages  paid ;  thus  we  may 
take  the  case  of  a  textile  fabric  manufacturer,  who  pays  wages  to 
the  extent  of  £20,000  per  annum,  and  who  wishes  to  protect 
himself  against  the  risk  of  any  claim  being  brought  against  him 
under  the  Employers'  Liability  Act ;  this  he  can  do  for  the  pay- 
ment of  Is.  6d.  per  cent.,  the  company  protecting  him  against 
both  claim  and  litigation  expenses ;  or  being  of  a  humane  turn  of 
mind,  he  thinks  that  it  would  be  well  if  his  work-people  would 
combine  to  insure  for  themselves  compensation  for  any  class  of 
accident  while  at  their  work,  and  which  would  give  them  in  case 
of  death  a  sum  equal  to  two  years'  wages  in  event  of  it  not  being 
an  actionable  case  (in  which  event  the  sum  awarded  by  the  cotirt 
would  be  paid),  or  in  case  of  disablement  giving  frds  of  the  weekly 
wages  for  a  term  not  exceeding  26  weeks ;  paying  in  event  of 
total  or  partial  permanent  disablement  a  sum  in  due  proportion 
to  their  wages.    This  is  a  class  of  insurance  that  is  well  suited 

i  to  be  taken  up  by  our  profession,  being  generally  of  a  large 
character  in  amount,  and  one  that  may  be  with  mutual  advantage 
brought  beforo  the  notice  of  clients  who  employ  work-people  in 
mills,  workshops  and  elsewhere,  where  they  are  exposed  to  tho 
risk  of  accident. 

Fidelity  Guarantee  Insurance  if  now  conducted  by  eight  publio 
companies,  while  the  Bank  of  England  and  other  banks,  together 
with  several  of  the  large  railway  companies,  have  established 
fimd?,  contributed  by  the  employh  to  secure  them  against  loaa 
ariuDg  from  defalcation,    The  miuimamrate  of  premium  for 
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gotnntee  infuranoe  is  58.  per  cent.,  and  may  be  estimated  as 
rang;ing  from  tiiat  sum  to  £3  per  cent.,  according  to  the  nature  of 
the  employment,  saperyision  and  remuneration. 

Plate  Glass  Insurance  was  introdaoed  to  public  consideration 
in  the  year  1852,  by  the  "  Plate  Glass  Insurance  Company  *'  of 
London,  and  appears  to  be  now  conducted  by  about  15  offices. 
The  premium  for  replacing  plate  glass  breakages  ranges  from 
two  or  three  shillings  upwards,  the  salrsge  becominglof  course 
the  property  of  the  company. 

The  branch  of  insurance  which  coyers  the  risks  arising  from 
boiler  accidents  was  introduced  to  the  public  in  the  yesr  1859, 
and  ha9  its  birthplace  in  our  own  city,  being  originated  by  the 
formation  of  the  Manchester  Steam  Roller  Assurance  Compsny, 
which  in  addition  to  the  insurance  of  steam  boilers,  with  the 
buildings  and  machinery  connected  therewith,  issues  policies  of 
insurance  on  the  Utcs  of  engioemen,  stokers,  and  all  persons 
attendant  upon  boilers  and  engines. 

In  conclusion,  I  must  acknowledge  my  indebtedness  to 
research  in  the  "  Encyclopedia  Britannica,"  and  Mr.  Whitens 
"  Insurance  Begister,"  also  to  seyeral  Insurance  Friends  who 
have  supplied  me  with  information. 

Mr.  Guthrie,  F.CJL.,  rose  to  propose  a  vote  of  thanks  to 
Mr.  Piggott  for  his  essay,  and  in  the  course  of  his  remarks 
said,  that  in  regard  to  the  calculation  of  Life  Assurance 
premiums,  the  average  duration  of  life  must  be  found  and  the 
premium  spread  over  the  term  of  years  must,  with  the 
addition  of  interest,  amount  to  over  the  sum  to  be  got  back  at 
death.  He  spoke  of  the  difficulty  there  really  was  to  arrive  at 
the  relative  proportions  of  expenses  in  various  offices,  and  gave 
several  instanoei,  and  nrged  the  advantage  of  saving  money 
until  it  reached  sufficient  to  pay  say  a  half-yearly  premium  in 
a  regular  and  large  office  instead  of  the  system  of  small  weekly 
payments  made  to  the  "  Industrial  Assurance  "  Companies,  as 
the  expense  of  collecting  a  £50  premium  was  often  less  than 
two  or  three  preminms  amounting  to  £20  or  £30.  He  showed 
that  in  a  Mutual  Society  it  was  not  necessary  to  be  very 
partioular'aa  to  the  rate  of  premium  being  too  high,  as,  if  it  were 
so,  it  would  return  to  the  assurer  in  the  form  of  profits. 
He  questioned  the  statement  made  that  "  the  moment  a  life 
office  ceases  to  transact  new  business,  its  decay  begins,*' 
stating  that  the  majority  of  the  old  and  sound  life  offices 
could  pay  off  all  their  risks,  if  necessary,  so  as  to  reduce  them 
low  enough  to  transfer  the  balance  to  some  other  company  to 
save  expense  of  working  them  quite  off;  and  finally  he  urged 
upon  trustees  in  bankruptcy  or  liquidation  proceedings  the 
importance  of  seeing  that  all  the  insuranoe  upon  property 
belonging  to  the  estate  were  in  force. 

Mr.  Walkden  seconded  the  vote  of  thanks,  which  upon  being 
put  to  the  meeting  was  warmly  accorded. 

Mr.  Adam  Murray,  F.O.i.,  then  said  that  he  was  glad  a 
subject  he  had  at  first  thought  would  be  somewhat  dry  was  so 
dressed-up  and  interesting,  and  in  reviewing  several  points  of 
the  essay,  spoke  briefly  on  the  subject  of  "  annuities,"  which 
Mr.  Piggott  had  barely  touched  upon ;  explained  the  nature  of 
the  "  European  "  Company  failure,  advised  the  perusal  of  Mr. 
Cornelius  Walford*s  work  ''Insurance  Cydopadia"  to  all 
interested  in  this  science,  and,  upon  some  question  put  by  Mr. 
Sutton,  explained  that  as  general  rule  salvage  of  a  disaster 
becomes  the  property  of  the  insuranoe  company ;  and  made 
some  remarks  about  average  adjusters  in  marine  insurance,  in 
which  he  was  eupplemenled  by  Mr.  Guthrie. 

Mr.  A.  E.  Piggott  in  reply  thanked  them  for  their  attention, 
and  stated  that  in  the  preparation  of  the  essay  he  had  himself 
learnt  much,  and  explained  one  or  two  little  matters  that  had 
arisen,  notably,  in  particular,  that  the  **  decay  "  of  a  life  office 
did  not  necessarily  mean  ito  insolvency ^  but  merely  that  in  the 
natural  course  of  evente  if  no  new  members  were  enrolled  it 
would  cease  to  be. 

After  a  little  general  conversation  on  the  subject  proceedings 
terminated  about  half-past  eight  o'dock. 


commenced  on  the  1st  October,  when  Mr.  C.  T.  T.  Bateman, 
solicitor,  delivered  a  lecture  on  "The  Law  and  Practice  of 
Executorship  and  Administrations. "  We  have  not  yet  received 
a  copy  of  this  lecture,  but  it  has  been  promised,  and  we  hope 
to  give  it  in  our  next  issue,  as  also  that  by  Wc.  J.  Thomas, 
F.C.A.  (Thomas,  ^ade,  Guthrie  A  Co.),  on  **  Death  Duties- 
Old  and  New." 

We  also  noticed  in  connection  with  this  Society  that  Mr. 
Adam  Murray,  F.C.A.,  the  President,  has  placed  the  sum  of 
fifty  guineas  at  the  disposal  of  the  Society  as  a  prize  fund,  to 
be  distributed  as  follows : — 
To  any  Member  of  this  Society  who  shall  obtain 
the  Ist  Prize  and  Certificate  of  Merit  in  the  Final 

Examination £6    6    0 

To  any  Member  of  this  Society  who  shall  obtain  the 
2nd  Prize  and  Certificate  of  Merit  in  the  Final 

Examination..        • 440 

To  any  Member  of  this  Society  who  shall  obtain  a 

Certificate  of  Merit  in  the  Pinal  Examination   .  •      2    2    0 
To  the  Member  of  this  Society  who  may  be  First  in 
order  of  Merit  of  all  the  Candidates  who  pass  the 

Intermediate  Examination 3    3    0 

To  the  Member  of  this  Society  who  may  be  Second 
in  order  of  Merit  of  aXL  the  Candidates  who  pass 
the  Intermediate  Examination    . .         •  •  2    2    0 
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We  notice  by  the  above  Society's  oiicolar  that  their  session 


The  Inaugural  Meeting  of  this  Society  was  held  at  the  Law 
Society's  Rooms,  Hoole*s  Chambers,  Bank  Street,  Sheffield, 
on  Wednesday  the  3rd  instant,  and  was  numerously  attended. 

The  President,  Septimus  Short,  Esq.,  F.C.A.,  delivered  the 
following  address : — 

Gentlemen, — Mv  first  duty  this  evening  is  to  thank  you 
very  heartily  for  the  honour  you  have  conferred  upon  me  by 
electing  me  the  first  President  of  "The  Sheffield  Chartered 
Accountants'  Students'  Society." 

Taking,  as  I  do,  a  deep  interest  in  the  objects  you  have  in 
view,  it  will  give  me  much  pleasure  so  far  as  I  am  able  to  do 
so,  to  promote  the  interests  of  your  society. 

During  the  past  eighteen  months  there  have  been  seven 
Accountants'  Students'  Societies  formed.  The  first  was  esta- 
blished in  Birmingham, — Manchester,  Liverpool,  Newcastle- 
on-Tyne,  London,  Sheffield,  and  Bristol,  following  in  the 
order  named. 

To  some  of  these  societies  our  thanks  are  due  for  copies 
of  their  rules  and  other  information  kindly  supplied  to  the 
preliminary  committee. 

The  inaugural  addresses  of  the  presidents  of  the  Birming- 
ham, Manchester,  Liverpool,  and  London  societies  have  been 
Sublished  in  the  '*  Students'  Journal."  These  addresses  were 
elivered  by  some  of  the  ablest  members  of  our  Institute.  They 
are  full  of  information,  instruction,  and  counsel  on  matters 
concerning  our  profession,  and  are  consequently  well  worthy 
of  your  most  careful  and  thoughtful  consiaeration.  If  any  of 
you  have  not  read  them  I  strongly  urge  you  to  do  so  without 
further  delay.  The  only  fault  I  have  to  find  with  them  is  that 
they  have  covered  so  much  ground  that  to-night  I  must, 
almost  of  necessity,  reiterate  much  that  has  been  said  before. 
If,  however,  I  err  in  this  respect,  I  claim  your  Indulgence. 

Although  this  society  is  one  of  the  youngest  students'  socie- 
ties, I  have  every  confidence  that  it  will  not  be  behind  the 
others  in  its  determination  and  ability  to  carry  out  the  praise- 
worthy purposes  for  which  it  has  been  established.  The  first 
members,  that  is  those  whose  names  appear  in  the  printed 
rules,  consist  of  31  honorary  and  34  ordinary  members.  This 
is  a  good  beginning  for  a  town  Uke  Sheffield,  but  I  hope  the 
number  of  ordinary  members  will  be  increased  when  the  pur- 
poses of  the  society  become  better  known. 

Broadly,  you  are  doubtless  well  ac<^uainted  witl^  the  reasons 
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which  haye  called  these  locietief  into  existence,  but  I  would 
like  to  dwell  for  a  few  moments  on  this  subject. 

The  Edinburgh  and  Glasgow  accountants  obtained  separate 
charters  nearly  thirty  years  ago.  But  it  was  not  until  long 
afterwards  that  the  accountants  in  England  deemed  it  neces- 
sary to  establish  local  societies  for  their  mutual  advancement. 
However,  on  the  26th  January,  1870,  the  Incorporated  Society 
of  Liverpool  Accountants  was  formed.  In  the  same  year  the 
Institute  of  Accountants  in  London  was  establishea,  dieee 
being  followed  by  Manchester  in  1871.  The  Society  of  Ac- 
countants in  England  (which  as  its  name  implies  comprised 
members  practising  throughout  the  country  as  well  as  in 
London)  was  founded  in  1873. 

The  number  of  persons  calling  themselves  accountants  in 
England  has  increased  very  materially  during  the  past  few 
years.  Among  these  were  many  whose  ability  and  mtegrity 
raised  themselves  to  honorable  positions.  On  the>  other  hand, 
many,  and  perhaps  the  larger  number  of  them,  were  persons 
who  were  incompetent  to  perform  the  duties  they  advertised 
themselves  as  ready  to  undertake  ;  while  unfortunately  there 
were  others  who  were  no  doubt  possessed  of  considerable  abi- 
lity but  were  utterly  unscrupulous  and  in  some  cases  tho* 
roughly  dishonest.  I  am  qtute  willing  to  concede  that  the 
latter  dass  formed  a  small  minority  of  the  whole,  but  in  Shef- 
field, the  disreputable  conduct  of  such  persons  (especially  in 
their  capacity  as  trustee  in  liquidation  arrangements)  was  a 
source  of  great  regret  (and  at  times,  of  annoyance)  to  tne  older 
and  more  respectable  accountants.  The  latter  therefore  deci- 
ded to  form  a  local  society,  with  stringent  rules  as  to  profes- 
sional conduct,  and  otherwise;  and  titiis  society  under  the 
name  of  the  Sheffield  Institute  of  Accountants,  was  established 
in  1877. 

In  the  opening  address  of  the  first  president  of  that  society, 
he  stated  very  clearly  the  idtimate  object  at  which  these  so- 
cieties were  aiming.  At  the  risk  of  tiring  you,  I  feel  I  must 
quote  this  portion  of  his  very  able  address,  viz  :— 

*'  Since  the  importance  of  the  position  which  auditors  occupy 
is  recognised  bf  the  State,  why  should  not  that  recognition 
take  a  more  decided  form  ?  Why  should  not  parliament  grant 
incorporation  to  an  institute  of  accoimtants  in  the  same  manner 
as  it  grants  incorporation  to  a  society  of  lawyers  ? 

**  1  make  no  comparison  between  them ;  they  are  both  ne- 
ceasary.  But  if  this  incorporation  were  granted,  and  suitable 
examinations  presented  by  competent  examiners  as  in  the  case 
of  the  Law  Society,  and  no  one  allowed  to  practise  as  public 
accountant  or  auditor  without  such  an  examination  as  in  the 
Law  Society,  the  standard  of  proficiency  would  be  raised,  and 
with  that  the  general  status  of  the  profession  would  also  be 
raised." 

"  In  the  meantime,  institutions  similar  to  our  own  are  aiming 
at  this  end  with  advantage  both  to  the  members  and  the  public. 
Let  us  persevere  and  strive  to  strengthen  our  association  by  the 
addition,  especially  of  young  men  who  are  rising  up  to  take 
the  place  of  some  of  us  who  are  growing  older  in  this  honour- 
able toil." 

All  these  societies  in  the  meantime  were  doing  a  good  work 
and  tending  to  one  common  end,  for  when  applying  for  the 
charter  it  was  most  properly  represented — 

*'  That  the  said  societies  were  not  established  for  the  purposes 
of  gain,  nor  do  the  members  thereof  derive  or  seek  any  pecuni* 
ary  profit  from  their  membership ;  but  the  societies'  aim  at  the 
elevation  of  the  profession  of  public  accountants  as  a  whole,  and 
the  promotion  of  their  efficiency  and  usefulness  by  compelling 
the  observance  of  strict  rules  of  conduct  as  a  condition  of  mem- 
bership and  by  setting  up  a  high  standard  of  professional  and 
general  education,  and  knowledge  and  otherwise." 

It  was  owing  to  the  combined  efibrts  of  these  societies,  that 
on  the  1 1th  May,  1880,  the  Charter  of  Incorporation  was  granted 
by  Her  Gracious  Migesty  the  Queen,  upon  **  being  satisfied 
that  the  intentions  of  the  petitioners  were  laudable  and  deserv- 
ing of  encouragement." 

Now  the  intentions  of  the  petitioners  were  very  clearly  set 
forth,  not  only  in  the  paragraph  I  have  read  to  you,  but  also  in 


'  the  five  succeeding  ones.  Three  of  these  have  reference  to  the 
desirability  of  examinations  at  various  stages  before  admission 
to  membership  of  the  institute,  while  another  one  states, 
*<  That  in  the  judgment  of  the  petitioners  it  would  greatly 
promote  the  objects  for  which  the  said  societies  have  been 
instituted,  and  would  also  be  for  the  public  benefit  if  the 
members  thereof  were  incorporated  as  one  body,  as  besides 
other  advantages  such  incorporation  would  be  a  public  recog- 
nition of  the  importance  of  the  profession,  and  would  tend  to 
gradually  raise  its  character,  and  thus  to  secure  for  the  com- 
munity the  existence  of  a  class  of  persons  well  qualified  to  be 
employed  in  the  responsible  and  difficult  duties  often  devolving 
upon  public  accountants." 

I  do  not  propose  to-nisht  to  put*to  myself  the  question, 
'*  What  is  an  accountant }  This  has  been  so  freauently  put, 
and  so  ably  and  so  fuUy  answered,  that  I  should  only  be  taking 
up  your  time  needlessly  were  I  to  do  so.  Suffice  it  to  say  that 
the  profession  of  an  accountant  is  no  new  one.  In  the  bank- 
ruptcy Act  of  1831,  accountants  were  named  as  being  eligible 
for  the  appointment  of  official  assignee ;  since  then  their  mem- 
bers have  very  largely  increased,  as  have  also  the  important 
duties  they  have  b^n  called  upon  to  perform,  and  whicn  have 
now  been  recognised  by  the  State  in  granting  us  our  Charter 
of  Incorporation.  I  do  not  think  I  am  saying  too  much  when 
I  say  Uiat  accountants  are  the  connecting  link  between  capital 
and  commerce. 

The  duties  of  an  accotmtant  were  referred  to,  to  some  extent 
in  the  petition  for  the  charter,  but  Mr.  Carter,  F.C.A.,  in  his 
inaugural  address  to  the  Birmingham  Accountanti'  Students' 
Society,  amplified  these  duties  so  materially,  that  I  cannot  do 
better  than  quote  them  in  his  own  words : — 

**  The  making  out  the  accounts  for  the  Court  of  Chancery 
and  other  law  courts,  the  making  out  of  executorship  accounts, 
and  of  the  accounts  of  estates,  the  making  up  of  balance-sheets, 
of  trade  accounts,  of  profit  and  loss  accounts  for  commercial 
and  professionid  firms  and  individuals,  the  auditing  of  the 
accounts  of  public  bodies  and  societies,  of  limited  and  other 
companies,  tiie  investigation  of  any  accounts  referred  either 
for  oecision  or  opinion.  These,  I  consider,  are  the  branches 
of  the  profession  which  require  skill  in  accounts,  but  there  are 
other  branches  which  may  be  considered  as  belonging  to  the 
profession,  though  requiring  rather  general  knowl^ge  of, 
than  skill  in  accounts :  Secretarial  work ;  bankruptcy  and 
liquidations,  such  as  being  receiver  and  trustee  in  bankruptcy 
and  liquidations;  the  liquidation  of  public  companies;  the 
promotion  of  public  companies." 

This,  gentlemen,  is  a  varied  and  formidable  list,  and  to  per- 
form 8U&  duties  with  satisfaction  to  ourselves  and  to  those 
who  employ  us,  much  earnest  study  with  great  practical  ex- 
perience Is  absolutely  necessary. 

I  therefore  congratulate  you  very  heartily,  in  having  formed 
the  Sheffield  Chartered  Accountants'  Students'  Society,  whose 
object,  as  stated  in  ycur  second  rule,  is  not  only  to  promote 
the  interests  of  its  members,  which  is  a  most  laudable  one,  bat 
also  for  their  advancement  in  the  studies  and  principles  of  ac- 
countancy. 

So  long  as  you  keep  this  object  in  view  you  will  not  only 
raise  the  character  of  our  profession,  you  will  not  only  secure 
for  the  community  a  class  of  persons  well  qualified  to  be  em- 
ployed in  the  responsible  and  difficult  duties  often  devolving 
on  public  accountants ;  but  you  will  also  attain  a  position  for 
yourselves  that  wUl  amply  repay  you  for  the  time  devoted  to 
your  studies,  providing  you  put  them  to  practical  use  in  your 
every-day  work. 

To  those  of  you  who  are  more  advanced  in  our  profeesion, 
there  can  be  no  doubt  but  that  these  studies  will  be  more  or 
less  a  source  of  pleasure — ^the  gaining  of  knowledge  must 
always  be  so— and  so  will  they  prove  to  the  younger  members 
if  they  diligenUy  bring  their  Imowledge  to  bear  on  the  practise 
of  our  calling.  Your  committee  have  made,  what  I  hope  you 
wUl  consider  very  satisfactory  arrangements,  for  the  ordinary 
members  of  this  society — to  have  the  full  use  of  the  library  of 
the  Sheffield  Incorporated  Society  of  Charteared  Accountaiits, 
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That  society  hu  ordered  all  the  books  recommended  by  the 
institute  for  the  intermediate  and  final  examinations,  besides 
other  standard  works,  which  should  prove  of  great  advantage 
to  Uie  students.  Make  iree  use  of  tnis  library ;  by  so  doing 
you  will  laT  by  a  store  of  knowledge  which  mxist  be  useful  to 
you  throughout  your  professional  career. 

From  the  examination  papers  which  have  already  been 
published  you  will  have  a  rair  insight  as  to  what  direction 
your  studies  should  take. 

The  questions  are,  for  the  most  part,  very  practical ;  book- 
keeping is  the  first  subject  set  for  both  the  intermediate  and 
final  examinations — and  quite  right  that  this  should  be  so. 
A  mere  book  knowledge  of  commercial  law  will  be  of  little 
use  unless  you  have  a  thorough  knowledge  of  the  theory  and 
practice  of  bookkeeping.  The  two  combined  will  qualify 
you  for  most  of  the  duties  you  will  have  to  perform ;  these, 
with  practice,  which  will,  I  hope,  come  to  eacn  of  you  in  due 
course,  irill  help  to  make  you  perfect.  In  the  meantime  I 
recommend  you  strongly  to  avail  yourselves  to  the  utmost  of 
the  opportunities  which  your  society  is  providing  for  our 
mutual  advantage.  Several  of  the  honorary  members  have 
promised  to  read  papers  on  subjects  connected  with  our  pro- 
fession. Tliese  papers  will,  I  understand,  form  subjects  for 
discussion,  in  which  students,  with  others,  wiU  take  part. 
You  will  also  have  nights  set  apart  for  debates.  Your  sub- 
ject for  the  17th  instant,  «  Company's  Accounts— Mock 
Shareholders'  Meeting,"  should  prove  interesting  and  in- 
structive. I  woiUd  suggest  Tou  each  take  jpart  in  these 
debatee,  preparing  yoursSves  therefor  hj  careful  study  and 
enquiry  m  advance.  By  taking  an  active  part  in  these  dis- 
cussions you  will  not  only  be  gaining  knowledge  in  your 
profession,  but  you  will  be  accustoming  yourselves  to  argue 
consecutively,  and  speak  with  facUity  when  addressing  public 
or  other  meetings— an  advantage  by  no  means  to  be  despised. 

The  study  of  the  Aeeouniant,  and  the  Aecountantt*  Students* 
Jotimal,  will  be  of  great  advantage,  as  papers  and  informa- 
tion of  great  interest  to  our  profession  are  to  be  found 
therein. 

And  now  a  word  to  our  younger  friends.  There  is  much  in 
our  work,  especially  that  done  by  the  clerks,  which  may  at 
first  appear  irksome  and  monotonous,  but  this  soon  wears 
away  where  intdligence,  industry  and  earnestness  are  brought 
to  bear  on  what  you  have  to  do.  Never  forget  the  old  adage, 
**  That  what  is  worth  doing  at  all  is  worth  doing  well,"  and 
that  still  higher  authority,  "Whatsoever  thy  hand  findeth  to 
do,  do  it  with  all  thy  might.' '  These  words  are  as  true  to-day 
as  when  they  were  first  uttered,  in  foct  to  my  mind,  in  these 
days  of  severe  competition,  they  are,  if  possible,  more  than 
ever  to  be  had  in  camul  remembrance.  To  succeed  you  will 
require  perseverance,  of  which  it  has  been  said : — "  The  man 
who  has  genius  without  perseverance  may  run  the  career  of  a 
rocket,  but  can  never  be  a  star ;  he  that  has  perseverance 
without  genius  wUl  be  a  bright  and  steady  star,  but  can  never 
be  a  sun ;  he  that  has  genius  and  perseverance  will  be  the  sun 
of  his  own  system." 

You  must  also  be  thorough,  and  to  be  thorough  you  must 
raise  your  superstructure  on  a  firm  and  sure  foundation.  No 
matter  what  you  have  to  do,  do  it  to  the  best  of  your  ability. 
If  it  only  be  a  letter  or  some  statement  you  have  to  oop^r, 
no  matter  how  insignificant  it  may  appear  to  you,  write  it  as  if 
the  credit  of  the  office  depended  upon  its  being  well  done. 

Be  accurate  in  your  work ;  without  correctness  and  accuracy 
you  need  never  expect  to  be  an  accountant. 

Be  punctual  in  your  attendance  at  the  office,  and  in  all  your 
appointments.  Kemember  that  to  keep  a  hundred  people 
wuting  for  five  minutes  is  equal  to  the  loss  of  a  whole  workmg 
day. 

Be  civil  to  those  with  whom  you  come  in  contact,  whether 
in  the  office  or  elsewhere.  Courtesy  is  not  only  the  due,  as 
between  man  and  man,  but  the  exercise  of  it  may  make  you 
lasting  ftiends,  whUe  ^courtesy  is  sure  to  be  resented. 

Be  diligent  and  faithful  in  your  business ;  honest,  straight- 
forward in  all  your  transactions,  and  truthful  at  aU  times. 


There  have  now  been  three  examinations  held  under  the 
Charter,  the  last  one  having  taken  place  in  June  last,  with  the 
following  results : 

Of  41  entered  for  the  preliminary,  24  passed,  and  17  failed ; 
of  12  entered  for  the  intermediate,  10  passed,  and  2  failed ;  of 
29  entered  for  the  final,  23  passed  and  6  foiled. 

To  my  mind  the  results  of  the  examinations,  so  far  as  the 
candidates  for  the  intermediate  and  final  are  concerned,  are 
very  satisfactory. 

I  hope,  however,  with  the  improved  facilities  the  students' 
societies  are  providing  for  future  candidates,  that  the  proportion 
of  failures  will  become  considerably  decreased. 

And  now,  gentlemen,  I  thank  you  for  your  kindness  in 
listening  to  me  to-night. 

Before  I  sit  down,  I  wish  to  bear  testimony  to  the  earnest 
and  thoughtful  consideration  the  members  of  your  preliminary 
committee  gave  to  the  preparation  of  your  rules,  ana  their  great 
anxiety  and  determination  so  far  as  laid  in  their  power  to 
establish  this  society  on  a  satisfactory  and  permanent  basis. 
The  duties  of  the  honorary  secretary,  Mr.  Best,  were  very 
heavy.    Your  best  thanks  are  due  to  him  and  them. 

Personally  I  wish  you  every  success,  and  I  shall  be  glad  to 
congratulate  every  student  here  on  his  attaining  his  member- 
ship of  the  Institute,  as  I  hope  in  due  course  you  each  will  take 
this  position. 

A  vote  of  thanks  having  been  proposed  and  seconded,  Mr. 
A.  Macredie,  F.C.  A.,  rose  to  support  it  and  said  Uiat  he  was 
sure  it  must  have  cost  Mr.  Short  much  time  and  trouble  to 
prepare  so  able  and  interesting  an  address.  He  hoped  the 
students  would  act  upon  the  good  advice  contained  in  it  and  that 
the  society  would  be  a  success.  He  was  convinced  that  these 
societies  would  have  a  beneficial  effect  on  all  who  took  an  in- 
terest in  them.  The  resolution,  on  being  put, was  carried  with 
applause. 

The  President,  in  reply,  said  that  so  far  from  being  a  trouble 
to  him  to  prepare  and  give  the  address,  it  had  been  a  pleasure. 
He  was  only  sorry  that  he  had  not  been  able  to  devote  the 
time  he  had  intended  to  its  preparation,  but  he  had  been  very 
imwell  for  the  past  few  days.  He  was  much  obliged  for  the 
cordial  vote  of  thanks  which  he  had  received. 

The  Honorary  Secretary  then  read  a  letter  from  the  Man- 
chester Students'  Society  on  the  subject  of  co-operation  and  the 
interchange  thoroughout  the  country  of  society  privileges,  and 
the  idea  Mng  approved,  the  matter  was  referred  to  the  com- 
mitee  for  furuier  development. 


INSTITUTE  OF  CHARTERED   ACCOUNTANTS 
IN  ENGLAND  AND  WALES. 

INTEBMEDUTE  EXAMINATION,  JUNE  1883. 
Answsbs  to  Qubbtionb. 


THE  BIGHTS  AMD  DUTIES  OF  TBU8TEXS  AND  BECEIVER8. 

1.  Both  in  bankruptcy  and  liquidation  by  an  ordinary  resolu- 
tion of  creditors  passed  at  a  duly  convened  meeting. 

2.  When  be  has  obtained  from  the  Court  or  registrar  a  certifi- 
cate of  his  appointment. 

8.  In  bankruptcy  by  the  committee  of  inspection.  In  liquida- 
tion, in  such  maimer  as  the  creditors  by  special  resolution  in 
general  meeting  may  think  fit. 

4.  In  bankruptcy — to  pay  the  same  into  such  bank  as  the  cre- 
ditors may  by  resolution  appoint.  Failing  such  sppointment  he 
must  either  pay  the  same  into  the  Bank  of  England,  or  into  such 
bank  as  may  be  appointed  by  the  committee  of  inspection  or 
(where  there  is  no  committee)  by  the  Court. 

5.  In  bmikruptcy,  by  summoning  a  meeting  of  creditors,  after 
the  dose  of  the  bankruptcy,  for  the  purpose  of  considering  an 
application  which  he  must  make  to  the  Court  for  his  release. 
Before  summoning  such  meeting  he  must  obtain  from  the  oomp- 


i-'O    No.  7. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL.    NovEirBEU  1,  1883. 


troller  a  report  on  bis  accoonU,  which  report  must  be  produced 
to  the  meeting  of  creditors.  The  meeting  haviog  been  held,  the 
trustee  must  make  application  to  the  Court  for  an  order  of 
release ;  having  first  given  the  necessary  notice  of  his  intended 
application  and  filed  any  rceoIutioDS  the  creditors  may  have 
come  to  at  the  meeting,  together  with  the  comptroller'a  report. 

In  liquidation,  by  speoial  resolution  passed  by  the  creditors  in 
general  meeting. 

6.  An  official  liquidator  is  appointed  by  the  Court,  having 
jurisdiction  in  the  compulsory  winding-up  of  a  company,  and 
may  be  appointed  provisionally  or  othenvise,  as  the  Court 
thinks  fit. 

7.  An  official  liquidator  shall  take  possession  of  all  the  pro- 
perty, effects,  and  things  in  action  to  which  the  company 
being  wound-up  is  or  appears  to  be  entitled,  and  shall  perform 
such  duties  in  reference  to  the  winding-up  of  the  company  as 
may  be  imposed  by  the  Court. 

8.  The  accounts  of  the  official  liquidator  shall  be  left  at  the 
judge's  chambers  at  the  times  directed  by  the  order  appointing 
him,  and  at  such  other  times  as  may  from  time  to  time  be 
required  by  the  judge,  and  such  accounts  shall  upon  notice  to 
such  parties  (if  any)  as  the  judge  shall  direct  be  passed  and 
verified  in  the  same  manner  as  receivers'  accounts. 

9.  When  the  official  liquidator  has  passed  his  final  account 
and  paid  the  balance  due  to  the  company  (if  any)  in  such 
manner  as  the  judge  shall  direct,  a  certificate  shall  be  made  by 
the  chief  clerk  that  the  affairs  of  the  company  have  been 
complctcily  wound-up :  and  the  official  liquidator  shall,  im- 
mediately after  sucn  certificate  has  become  binding,  apply  to 
the  judge  for  an  order  that  the  company  be  dissolved  from  the 
date  of  such  order. 

10.  In  the  case  of  a  voluntary  winding-up,  the  liquidator 
must  make  up  his  accounts  and  lay  them  before  !a  general 
meeting  of  the  shareholders,  called  by  him  in  the  manner 
required  by  the  Act,  for  the  purpose  of  receiving  his  accounts 
and  all  necessary  explanations  in  connection  with  the  winding- 
up.  He  shall  then  make  a  return  to  the  registrar  of  such  meet- 
ing having  been  held,  and  the  date  of  it,  and  on  the  expiration 
of  three  months  from  the  date  of  registration  the  company 
shall  bo  deemed  to  be  dissolved. 


ADJUSTMENT  OF  PABTMEIIBHIP  AND  EXECUT0B8BIP  ACCOUNTS. 

1.  An  executor  should  keep  all  such  books  of  account  as  are 
necessary  for  showing  the  receipts  and  disbursements  of  the 
estate.  If  an  executor  is  directed  to  carry  on  the  business  of 
the  testator  for  a  certain  time,  he  wiU,  of  coarse,  be  compelled 
to  keep  such  books  as  are  usually  kept  in  the  particular  business 
that  has  devolved  upon  him.  If  there  is  no  business  he  will  in 
that  case  keep  such  accounts  as  shall  show  the  necessary  par- 
ticulars of  the  investments  and  other  assets  and  the  income 
derivable  therefrom,  also  the  payments  made  by  him  on  account 
of  the  estate,  the  balance  in  hand,  and  all  other  information 
necessary  to  enable  liim  to  show  the  state  of  affairs.  Executors 
roust  keep  a  banking  account,  ^  no  executor  is  allowed  to  mix 
up  the  money  belonging  to  the  estate  with  his  own  private 
capital. 

2.  If  a  partner  is  robbed  of  partncrsliip  money  his  liability 
to  replace  it  would  depend  entirely  npon  the  terms  of  the  part- 
nership agreement.  In  the  absence  of  a  clause  in  the  agree- 
ment fastening  such  loss  npon  the  individual  partner,  he 
would  not  be  liable  for  partnership  money  stolen  from  him,  if 
such  theft  was  not  brought  about  by  his  own  gross  negligence 
or  misconduct,  the  liability  of  a  partner  for  losses  sustained 
being  joint  as  well  as  several. 

8.  If  a  partner  borrows  money  from  the  firm  to  which  he 
belongs  for  purposes  of  his  own  it  appears  he  ought  to  be 
charged  interest  on  the  amount  borrowed  at  the  rate  of  5  per 
oent«  per  annum. 


4.  If  two  persons  are  in  partnership  and  one  dies,  the  part- 
nership property  and  also  the  partnership  assets  should  be 
valued  by  a  duly  qualified  person,  and  the  amount  found  due 
to  the  estate  of  the  deceased  partner  should  be  paid  to  his  legal 
personal  representatives.  The  partnership  property  in  such  a 
case  would  not  belong  by  right  to  the  survivor. 

6,  Whether  A  would  be  entitled  to  be  paid  his  salary  of  £600 
in  the  event  of  that  sum  not  having  been  made  in  the  first 
year  of  trading,  would  depend  upon  the  agreement  between  A 
and  B.  In  the  absence  of  agreement  it  would  appear  that 
there  was]  no  partnership  existing  between  A  and  B,  and  that 
A  was  entitled  to  be  paid  his  salary  of  £500  (see  sec.  2  of  28  & 
29  Vict.  c.  86). 

6.  An  executor  is  allowed  all  reasonable  and  necessary  costs 
in  the  administration  of  the  estate  of  the  testator.  If  it  were 
necessary  to  employ  an  accountant  in  order  to  keep  the  trust 
accounts  the  executor  would  be  allowed  the  costs  thereby 
entailed,  such  an  expenditure  being  both  reasonable  and 
necessary. 

7.  Partnership  is  the  effect  of  an  agreement  between  the 
parties  to  do  certain  things.  Articles  of  agreement  signed  by 
one  partner  would  therefore  in  the  absence  of  fraud  bind  the 
one  who  had  not  executed  them,  and  such  agreement  would  be 
equally  binding  if  signed  by  neither.  A  partnership  does  not 
require  any  deed,  but  may  be  verbal. 

8.  Partnership  is  the  result  of  an  agreement  to  which  all  the 
would-be  partners  must  consent.  Two  of  them  cannot  settle 
as  to  the  share  of  profits  that  the  other  is  to  receive  unless  he 
has  left  to  their  discretion  the  amount  of  his  share  in  the 
partnership  profits. 

UBRCANTILE  LAW  AND  LAW  OF  ABBITBATION. 

1.  A  legal  tender  is  a  tender  of  money,  and  must  be  in  gold 
if  the  debt;is  over  iOs.,  but  if  the  debt  is  over  £d,  Bank  of  Eng- 
land notes  are  a  legal  tender.  In  order  to  make  tender  to  an 
agent  equivalent  to  tender  to  a  principal,  the  agent  must  be  an 
authorised  agent. 

3.  The  17th  section  of  the  Statute  of  Frauds  enacts  that  no 
contract  for  the  sale  of  goods  for  the  'price  of  £10  or  upwards, 
shall  be  allowed  to  be  good  except  the  buyer  shall  accept  part 
of  the  goods  as  sold,  and  actually  receive  the  same,  or  give 
something  in  earnest  to  bind  the  bargain  or  in  part  payment, 
or  that  some  note  or  memorandum  in  writing  of  the  said 
bargain  be  made  and  signed  by  the  parties  to  be  charged  by 
such  contract,  or  their  agents  thereunto  lawfully  authorised. 

3.  A  general  lien  is  the  right  to  retain  property  until  a  debt 
due  in  respect  of  a  general  balance  has  been  satisfied.  It  is  to 
be  taken  strictly,  and  arises  either  by  special  agreement  or  by 
usage. 

4.  In  the  case  of  goods  purchased  by  sample,  the  vendee 
may  return  them  as  soon  as  he  discovers  the  defect,  but  be 
must  do  nothing  more  with  them  whilst  in  his  possession  than 
is  necessary  for  examination  and  comparison,  and  most  return 
them  within  a  reasonable  time.  When  a  vendor  has  warranted 
goods  of  .a  certain  quality,  the  vendee  may  bring  an  action  for 
breach  of  warranty  against  the  vendor  if  the  goodf  are  not 
equal  to  sample. 
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5.  The  Lex  Mercatoria  is  the  branch  of  law  deduced  from 
the  practice  and  costoms  of  merchants  aided  and  regulated  by 
a  long  series  of  judicial  decisions.  The  general  lien  of  bankers 
on  the  property  of  their  clients  deposited  with  them  is  part  of 
the  lex  mercatoria, 

A  neffotiable  itutrument  is  an  instrument  which  may  be 
transferred  by  assignment  from  one  person  to  another  so  as  to 
Test  a  legal  title  to  the  property  represented  or  secured  by  it, 
and  a  right  of  action  directly  founded  upon  it,  in  the  transferee* 
A  bill  of  exchange  is,  therefore,  a  negotiable  instrument. 

Market  overt  means  open  market,  and  sales  in  market 
overt  take  place  in  the  country  on  stated  days  and  places 
provided  by  charter  or  prescription.  In  London  every  day 
except  Sunday  is  market  day,  and  every  shop  in  London  ia  a 
market  overt  for  the  sale  of  the  particultr  goods  of  the  owner. 

Sioppoffe  in  trantitu  is  the  right  that  the  consignor  has  of 
stopping  goods  before  they  reach  their  destination  in  case  of 
the  bankruptcy  or  insolvency  of  the  consignee.  They  must  be 
stopped  before  delivery  to  the  consignee,  and  they  thereupon 
remain  the  property  of  the  consignor. 

Appropriation  of  payments  means  the  application  of  a  pay- 
ment to  the  discharge  of  a  particular  debt,  so  that  if  a  creditor 
has  two  separate  debts  owing  to  him  from  his  debtor  and  the 
latter  makes  a  general  payment  on  account  without  specifying 
at  the  time  to  which  debt  he  intends  the  payment  to  apply,  it 
is  optional  for  the  creditor  to  appropriate,  or,  in  other  words, 
to  apply  the  payment  to  either  of  the  two  debts  as  he  pleases. 

63-64^A«  of  a  thip.^l^iery  British  sbip  is  considered  by  law 
to  be  divided  into  64  equal  parts,  and  no  person  can  be  regis- 
tered as  owner  in  respect  of  any  proportion  not  being  a  64th. 
63-64ths  of  a  ship  is  63  parts  out  of  the  whole  64. 

6.  An  agreement  to  refer  a  dispute  to  the  arbitration  of  a 
particular  irbitrator  can  be  revoked  by  either  of  the  parties,  if 
the  arbitration  is  by  consent ;  and  if  the  arbitrator  afterwards 
makes  his  award  it  will  not  be  binding  on  the  parties,  and  can- 
not be  enforced.  The  reason  appears  to  be  that  the  parties  who 
chooM  that  particular  form  of  settling  their  disputes  can  also 
annul  it  if  ciroumstances  render  such  a  course  desirable.  It 
would  be  different  if  submission  were  made  a  role  of  court. 

7.  An  arbitrator  must  make  his  award  within  the  time  specified 
in  the  subnussion  ;  if  no  time  is  mentioned  it  must,  according  to 
the  Act,  be  made  within  3  months  after  the  arbitrator  has  been 
appointed,  and  has  entered  on  the  business  of  the  reference.  The 
time  for  making  the  award  can  be  extended  by  order  of  :the 
Court,  or  a  judge,  on  evidence  of  such  extension  being  neoessaiyy 
or  it  may  be  made  verbally  by  consent  of  the  parties.  The  arbi- 
trator has  no  power  to  give  an  award  after  the  time  for  making 
it  has  expired. 

8.  Joint  arbitrators  have  power  to  appoint  an  umpire  at  any 
time  before  the  period  limited  for  the  umpire  to  make  his  um- 
pirage, unless  they  are  limited  as  to  time  by  the  submission. 
The  Common  Law  Procedure  Act,  1854,  provides,  that  in  cases 
where  an  umpire  is  to  be  ohosen  the  two  arbitrators  are  at 
liberty  to  appoint  one,  and  if  they  fail  to  do  so,  any  party  to  the 
arbitration  may  serve  the  arbitrators  with  a  written  notice  to 


appoint ;  and  they  must  do  so  within  7  clear  days  after  such 
notice,  or  the  Court  shall  appoint  in  their  stead. 

9.  The  arbitrator  can  proceed  ex  parte  in  an  arbitration  if  one 
of  the  parties  without  good  cause  shown  refuses  to  go  on  with 
the  [reference,  or  to  bring  forward  his  evidence,  or  declines  to 
attend  the  proceedings,  having  for  his  object  vexatious  delay. 

10.  The  arbitrator  has  no  power  to  award  costs  unices  he  is 
empowered  by  the  submission.  If  the  sabmission  ia  silent  as  to 
costs,  and  there  \a  no  cause  in  Court  to  be  referred,  he  has  no 
power  to  award  them.  If  an  arbitrator  award  costs  when  he  has 
no  power  to  do  so,  the  part  of  the  award  that  deals  with  coats  is 
bad,  and  if  inseparable  from  the  award  itself  vitiates  the  whole 
award.  If  the  clause  dealing  with  costs  can  be  separated  from 
the  body  of  the  award,  it  will  be  void ;  but  the  rest  of  the  award 
will  be  upheld. 

INBTITirrE  EXAMINATIONS. 

A  N  Experienced  Accoimtant  (member  of  the  Board  of 

-^^  Examiners  of  the  Sodetr  of  Accountants  in  England  until  \U 
amalgamation  with  the  Institate;  PREPARES  Candidates  for  the  Inter- 
mediate and  Final  Ezaminatioiui.  The  method  adopted  ensures  thorough 
effideney  in  subaequent  practioe.  For  tenns,  apply  to  **KeTstone,"  office 
of  **  The  Aooountant,"  St.  Stephen's  Chambers,  Telegraph  Street,  E.G. 

ACCOUNTANTS*  EXAMINATIONS.  —  Mr.  H.  S. 
BOWEN,  B  JL.,  LL.B.  (Fiitt  Class  Honours),  who  has  passed  many 
Puxnis  through  the  Bar  and  solicitors'  Examinations,  reads  with  Candi- 
dates xyriTatoIy  the  Law  Branches  of  the  Institute's  Intermediate  and 
Final.—Addrefis,  4  Stone  Buildings,  Lincoln's  Inn,  W.C. 

TU'R.  JOSHUA  SLATER,  Barrister-at-Law,  author  of 

IT  I.  <(  Arbitrations  and  Awards,"  S  Plowden  Buildings,  Temple,  is  now 
PREPARING  PUPILS  for  the  December  Intermediate  and  Final  Ex- 
aminations of  the  Institute  of  Chartered  Accountants.  Candidates  alro 
prepared  priyatoly  or  by  correspondence. 


The  Principles  of  Mercantile  Law 

AS  APFLIKO  TO 

PARTNERSHIPS, 

COMPAIOES, 

PRINCIPAL  AND  AGENT, 

MERCHANT  SHIPPING, 

BILLS  OF  EXCHANGE, 

PROiaSSOBT  NOTES, 

THE  BILLS  OF  SALE  ACT,  1882, 

AND 

THE  BANKRX7PTCT  ACTS  OF  1869  &  1883. 

Together  with  aa  Appendix  and  Clauaes  of  the  TUious  Acts  bearing  oo  the 
Subjects. 

SPECIALLY  DESIGNED  FOR  THE  USE  OF  CHARTERED 

ACCOUNTANTS. 

By  JOSHUA  SLATER,  of  Grat's  Isry,  Barrister-at-Law. 

Author  of  **  Epitome  of  Arbitrations  and  Awards." 
The  work  will  consist  of  about  160  pages. 

Price  to  Sutser^eri,  5«.       ^riee  ajtv  Publicatton,  7«.  6d. 

N.B.— Special  tenns  will  be  made  to  any  Students*  Society  orderhig  a 

quantity. 

GEE  ft  Co.,  St.  Stephen's  Chambers,  Telegraph  Street,  E.C. 

Letter-Press  and  LithograpMc  Printing 

AT    LOW    TEBMS. 

WILLIAMS   &   STRAHAN'S 

7  LAWBENOB  LANE,  GHEAPSIDE. 

Letter  and  Note  Paper,  Memorandums,  Ruled  Forms,  and  all  Forms 

speoiaUy  used  by  Aooountants,  sapplied  at  shout  notice. 

STEAM   PRINTING   WORKS     LAMBETH.  S.E. 


152    No.  7. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL.    Novembeb  1, 1883. 


To  Applicants  for  Membership  of  the 

INSTITUTE  of  CHARTERED  ACCOUNTANTS 

IN  ENGLAND  AND  WALES. 


Messrs.  OEE  &  Ck).  having  now  made  special  arrangements  with  the  Law 
Publishers,  are  prepared  to  supply  Students  and  others  with  ^o  following 
Books  at  a  Orkat  Reduction  on  PUBLISHED  FRIGES. 

FBELIMINART  EXAMINATION,  DECEMBER  1863. 

•  at  •«■  AO»    vCI* 


Magnus's  Mechanics  and  Hydrostati(» 

Lodge's  Mechanics 

RoBooe's  c  hemistry  

Huxley's  Physiology        

Balfour  Stewart's  Physics 

Everett's  Physics 

Geikie's  Oeology     

Hamblin  Smith's  Algebra 
Todhunter's  Trigonometry 


38. 

43.  6d. 
4s.  6d. 
48.  6d. 
48.  6d. 
Is. 
Ss. 
5s. 


INTERMEDIATE  AND  FINAL  EXAMINATION,  DECEMBER   1883. 

Smith  on  Mercantile  Law  SSs.  doth. 

Russell  on  the  Power  and  Duty  of  an  Arbitrator    ...       36e. 

Lindley  on  Partnership  (2  toLb.)  £3  158.  doth. 

Williams  on  the  Law  of  Exoouton  and  Adminis- 
trators (2  vols) £3  168.  doth. 

Buckley  on  the  Companies*  Acts,  4th  Edition         ...  £1  I2s.    Od. 

Ringwood  on  Bankruptcy,  2nd  Edition          lOs. 

Pollock's  Digest  of  the  Law  of  Partnership 88.    6d. 

Redman's  Law  of  Arbitrations  and  Awards Hs. 

Walker's  Compendium  of  the  Law  relating  to  Exe- 
cutors and  Administrators  £1    Is.    Od. 

Indcmaur's  Prlndplcs  of  Common  Law    £1    Os.    Od. 

Also  the  following  General  Books. 

Arbitrations  and  Awards,  by  J.  Slater,  Barrister.    7s.  6d. 

Stubbins'  Annuity  Tables.    lOs.  6d. 

Kngineers*  Yaluing  Assistant.     £1  lis.  6d. 

Bookkeeping  for  Wholesale   and  Retail  Traders,  induding   Partnership 
Accounts.    By  P.  CrcUin.    Ss.  6d. 

Jones*  Value  of  Annuities  and  Reversions. 

Liquidations,  Compositions  and  Injunctions  (Notes  on)    25s. 

Building  Societies  Auditor's  Companion.    Is. 

Pulbrook  on  the  Companies'  Acts Os.    Od. 

Woodfall's  Law  of  Landloxd  and  Tenant,  by  J.  M.  Loly.    Cloth  38s. 

Bills  of  Sale  Acts  1878  and  1882,  by  E.  Robert  Pearoo  5s. 

Income  Tax  Laws,  with  Practical  Notes,  Appendices,  ftc,  by  8.  Dowell, 
M.A.,  Assistant  Solidtor  of  Inland  Revenue,  128.  6d. 

Auditors :  their  Duties  and  Re6p<nuibilitie8,  by  F.  W.  Fixley,  F.C.A. 
lOs.  Od. 

The  Benefits  of  the  Companies'  Acts,  by  Joseph  Saxby.    2s. 

Bookkeeping,  by  Hamilton  ft  Ball.    2s. 

Estate  Book,  ftc,  &c.,  &c.    22s.  6d. 

Loans,  Repayment  ft  Annuity  Tables,  by  I.  Binns  (Borough  Accountant)* 
Ss.6d. 

Liquidations,  &c.  (concise  View  of).    Is. 

Law  of  Friendly  Sodeties.    5s.  6d. 

Fhippen's  Practical  Advice  to  Testators  and  Ezeontors,  5s. 

Law  of  Gas  and  Water,  by  Michaels  and  Wills,  £1  5s. 

Valuation  Tables,  by  R.  P.  Hardy,  £1  Is. 

Law  of  Joint  Stock  Companies,  by  Honrell  and  Hyde,  17s,  Od. 

Sandell's  Gas  Companies  Expenditure  Jooxnal,  half-bound,  S  quires  30s. 
8  quires  35s. 

Sandell's  Brewer's  Expenditure  Journal,  half -bound      niresSSs. ;  Squires 
45s. ;  4  quires  55s. 

Manual  to  the  Companies'  Acts,  1862  to  '80.    Revised  by  H.  J.  Waterlow. 
Ss.  6d. 

Married  Women's  Property  Acts,  1889.  by  G.  J.  T.  Rubinstein.    Ss.  Od. 

Electric  Lighting  Acts,  Riiles,  ftc.,  1882,  by  Veaey  Fitagenld,  Banister. 
2s.  Od. 

Professional  Bookkeeping,  by  Gordon.    2s. 

Private  Co.'s  Foxmation,  Advantages,  by  F.  B.  Palmer.    28. 

Carriage  Paid  on  orders  amounting  to  5s.  and  upwards. 

GEE  ft  Co., "  The  Accountant"  office,  St.  Stephen's  Chambers,  Telegraph 
Street,  E.C. 


NOW   PUBLISHED. 

EPITOME  OF  THE  LAW 


OF 


ARBITRATIONS  &  AWARDS. 

Specially  desired  for  the  nse  of  Gbartered 

AccouitaBts. 

BY 

JOSHUA     SLATER, 
Of  Gray's  Inn, 

Barrister-  at-Law. 

A  Concise  Treatise  on  the  Law  of  Arbitrations  and 
Awards,  including  all  the  necessary  Forms,  from  the  Sub- 
mission to  the  Award,  together  with  the  sections  of  the 
various  Acts,  and  embracing  all  the  latest  decisions  of  the 
Courts. 

Price,  7s.  6d. 


Press  Notices. 

"  This  is  a  handy  little  book.  Primarily,  it  is  intended 
for  the  use  of  laymen  ;  but  it  should  not  be  despised  by 
students  who  wish  to  obtain  a  general  and  short  view  of 
this  subject ;  and  there  are  practitioners  who  will  not  find 
this  publication  useless  as  a  handy  book.  It  is  clearly 
and  accurately  written.*' — Law  Journal, 

**  This  little  work  has  been  written  for  the  general 
public.  It  may,  however,  be  of  some  use  to  the  profes- 
sional man  on  an  emergency,  when  the  more  exhaustive 
standard  work,  *  Russell  on  Awards,*  is  not  avails^le. .  .  . 
It  contains  a  full  index  and  reference  to  decided  cases.'* — 
Law  Times, 

*^  Mr.  Slater  has  written  a  most  useful  work  on  Arbi- 
trations in  language  devoid  of  those  technicalities  that 

laymen  find  it  dif&eult  to  understand It  is  clear 

in  arrangement,  exact  in  statement,  easy  of  reference, 

cheap  in  price,  and  convenient  in  size The  book 

is  a  real  acquisition  for  the  mercantile  community,  for  it 
successfully  achieves  its  aim  of  bringing  the  Law  of 
Arbitration  within  a  concise  and  readable  compass." — 
Binningham  Daily  Gazette, 

"  A  very  useful  little  book.  The  subject  is  certainly- 
dealt  with  in  a  very  intelligible  way,  and  the  information 
is  perhaps  as  copious  as  could  be  desired.  The  arrange- 
ment of  contents  is  excellent,  and  the  appendices  will  be 
valued  by  those  in  practice." — Manchester  Examiner, 

**  The  author  is  evidently  thoroughl;^  up  in  his  subject, 
and,  avoiding  as  far  as  possible  technical  expression,  in 
clear  language  expounds  the  law.  Reference  is  much 
facilitated  by  an  excellent  index  and  marginal  explanatory 
notes." — Croydon  Guardian, 

"  The  author  has  in  portable  form  and  plain  language 
supplied  a  text  book  which  will  enable  litigants  to  under- 
stand the  principles  of  arbitration.  The  i^ormation  fur- 
nished is  rendered  easy  of  reference  by  a  carefully  prepared 
index,  while  the  marginal  notes  enable  one  at  a  glance  to 
understand  any  particular  point  on  which  guidance  is 
sought." — Norwood  News, 
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%tcaxmtviniB  Stnknls^  lotirnal 

DECEMBEB  1,  1883. 

NOTICE. 

In  consequence  of  having  to  complete  the  Answers  to 
Questions  in  this  issue,  to  enable  those  of  our  subscribers 
who  intend  presenting  themselves  lor  examination  to 
form  some  idea  of  what  will  be  required  of  them,  we 
have  been  compelled  to  hold  over  some  important  mat- 
ter and  leaders,  which  will  appear  in  our  January 
number.  In  future  the  Institute  Questions  will  be  dealt 
with  in  rather  a  different  manner. 


STXn>ENTS*  SOdETT  00-OFEBATION. 

Referring  to  the  communications  which  have  appeared 
in  this  Journal  on  the  above  subject,  it  appears  to  us 
from  the  simplicity  of  the  question  an  undue  amount  of 
prominence  has  been  given  to  it.  What  can  be  more 
simple  than  to  do  as  the  Birmingham  Society  have  done, 
viz.,  pass  a  resolution  to  admit  by  courtesy  all  members 
of  kindred .  societies  who  may  happen  to  be  staying  in 
their  town?  This  would  obviate  the  necessity  for 
appointing  an  officer  with  the  high  sounding  title  of 
**  Honorary  Co-operator." 

Wo  think  it  is  highly  improbable  that  a  member  of 
any    of  these  students*   societies,   who  chanced  to  be 

btaying  iu  a  towa  where  a  similar  society  existed,  would 


BOOKXBEPIMOi 


Journal* 

The  other  principal  book  of  account  is  the  journal, 
which  is  more  frequently  used  in  its  generic  than  in  its 
generally  accepted  sense,  that  is  to  say,  it  is  a  book 
capable  of  any  amount  of  subdivision,  and  among  the 
volumes  which  together  form  the  journal  there  is  often 
none  bearing  that  name ;  indeed  where  the  journal  is  so 
sub  divided  it  is  desirable  not  to  apply  that  term  to  any 
one  section  thereof. 

The  journal  is  a  book  destined  to  receive  the  record 
of  all  transactions  other  than  cash,  such  as  the  buying 
and  selling  of  goods  (on  credit),  the  giving  and  taking 
of  bills,  the  taking  or  giving  of  discpunt,  &c. 

There  are  various  methods  of  keeping  a  journal ;  the 
two  principal  ones  are  the  direct  and  indirect  systems. 

Under  the  direct  system  the  various  volumes,  which 
together  form  the  journal,  are  '* sectional'*  or  "  divi- 
sional "  books.  Thereunder,  the  contents  of  each  sec- 
tional book  are  popted  direct  to  appropriate  accounts  in 
the  ledger,  without  being  first  collected  in  a  general  book 
(journd)  which  exists  in  theory  only. 

In  an  ordinary  merchant's  business  the  sectional 
books  would  be,  say  : — 


1  Order  Book, 

2  Bought  Book, 
8  Sold  Book. 

4  Bills  Payable. 

5  Bills  Receivable, 


6  Bill  Diary, 

7  Petty  Cash  Book, 

8  Stock  Book, 

9  Adjustments  and 
Transfers  Book. 


Nos.  1  and  6  are,  however,  not  "books  of  account," 
but  memorandum  books  of  great  importance,  the  one 
being  used  to  ensure  attention  to  every  order  received, 
the  other  for  the  purpose  of  making  provision  for  the 
payment  of  bills  payable  at  maturity,  and  for  the  punc- 
tual collection  of  bills  receivable. 

In  the  instance  cited  "  the  journal  *'  is  thus  repre- 
sented by  seven  volumes  or  sectional  books. 

Various  advantages  attach  to  the  system :  (a)  the  re- 
petition of  entries  and  consequent  chance  of  derical 
errors  is  avoided ;  {b)  the  labour  of  posting  is  much 
diminished,  because  the  "  contras  "  are  found  in  the 
periodical  totals  either  weekly,  monthly,  quarterly,  or 
half-yearly.  The  bought  book  will  suffice  to  make  this 
clear.    Goods,  say  to  the  extent  of  £10,0Q0,are  bought 
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(on  credit)  from  twenty  persons  daring  the  month  of  Jan- 
uary.  Each  trainsaction  is  entered  as  it  arises,  the  vendor 
being  credited  therewith,  and  such  credit  is  posted  to 
his  account  in  the  ledger.  The  amounts  of  such  credits 
are  cast  up  and  carried  forward  to  the  end  of  the  month, 
when  the  total  is  posted  to  the  debit  of  goods  account. 
No  balance  could,  in  fact,  be  obtained  until  this  counter- 
weight had  been  brought  into  the  ^cale. 

The  Stock-book  (8)  is  frequently  used  at  stock-taking 
periods  only,  in  order  to  ascertain  the  particulars  and 
value  of  the  stock  in  hand.  A  stock-book  may,  how- 
ever, be  so  kept  as  to  show  both  quantity  and  cost  of 
every  article  purchased,  and  the  quantity,  cost,  and 
selling  price  of  every  article  sold.  In  the  latter  in- 
stance it  is  a  valuable  check  upon  the  trading,  and 
affords  easy  means  of  ascertaining  that  every  parcel 
of  goods  has  been  duly  accounted  for ;  such  a  stock- 
book  must  of  necessity  be  ruled  to  suit  the  peculiarities 
of  each  business  ;  p,  e.  where  all  goods  are  recorded  by 
the  gross  or  by  fractions  thereof  (such  as  ^-gross, 
^-gross,  &c.)  one  column  will  suffice  for  a  check  on 
the  quantities,  but  where  some  goods  go  by  weight, 
others  by  measurement,  and  others  by  number,  appro- 
priate columns  mast  be  provided. 

No.  9,  the  Adjustment  and  Transfer-book,  is  really 
what  some  people  would  call  a  journal,  i.e.  it  is  used  to 
put  in  items  for  which  the  other  volumes  do  not  provide. 
For  instance,  if  a  transfer  had  to  be  made  from  one 
account  to  another,  or  a  special  allowance  had  been 
taken,  it  would  be  entered  therein.  In  like  manner 
the  settlement  of  Profit  and  Loss  and  of  Drawing  and 
Capital  Accounts  would  be  effected  through  this  channel. 

The  other  sectional  books  are  dealt  with  in  a  similar 
manner,  and  thus  a  result  is  obtained  with  the  minimum 

of  labour. 

The  direct  system  cannot,  however,  always  be  em- 
ployed ;  the  nature  of  some  businesses  does  not  permit 
of  it.  For  instance,  it  could  not  be  adopted  in  a  business 
with  branch  establishments,  where  the  books  are  kept 
at  the  head  office.  Each  branch  would,  of  course, 
have  its  separate  books  to  keep,  and  the  returns  ex- 
tracted from  such  separate  books  would  be  worked  into 
the  general  books  at  the  head  office.  In  such  a  case  the 
indirect  system  would  be  utilised. 

Under  the  indirect  system,  taking  the  same  books, 
9  minus  2,  as  the  volumes  used  as  books  of  original 
record,  a  different  order  of  things  would  appear,  be- 
cause the  contents  of  such  books  would  be  collected  in 
condensed  form  in  the  journal  proper.  They  would, 
therefore,  be  subsidiary  to  the  journal  as  mppletnenting 
the  information  contained  in  the  latter,  the  postings 
being  effected  not  from  the  subsidiary  books  but  from 
the  journal  itself. 

The  risk  of  clerical  error  by  duplication  of  entries 
(although  in  condensed  form)  is  therefore  a  conse- 
quence of  this'  system,  but  a  methodical  bookkeeper 
surmounts  this  objection  by  checking  as  he  proceeds 
with  his  work. 

Labour  is  increased  thereby,  but,  as  akeady  stated, 


this  objection  has  to  give  place  to  the  higher  policy  of 
adapting  the  bookkeeping  to  the  circumstances  and 
necessities  of  the  case. 

There  are  various  other  methods  which  are  com- 
binations and  modifications  of  the  above  two  systems  ; 
for  instance,  the  Bought,  Sold,  and  Stock  books  may  be 
posted  direct,  and  tie  remaining  volumes  be  collected 
by  re-entry  into  the  journal.  In  such  a  case  "the 
Journal  **  is  composed  of  fonr  volumes,  of  which  three 
are  direct,  and  the  fourth  is  supplemented  by  the  Bills 
Payable,  Bills  Receivable,  and  Petty  Cash  books,  the 
adjustments  and  transfer  entries  being  made  direct  in 
the  journal. 

Tte  common  form  of  ruling  for  a  journal  is,  working 
from  right  to  left,  two  red  money  columns — ^the  outside 
one  for  credits,  the  inside  one  for  debits — ^red  credit 
posting  folio,  blue  money  column,  full  space  for  par- 
ticulars and  debit  posting  folio.  The  blue  money 
column  is  written  over  when  not  required,  but  is  of 
great  use  for  explanatory  castings,  &c.  Great  care 
should  be  taken  to  make  the  headings  of  account  bolder 
than  the  rest  of  the  writing,  and  to  confine  everything 
to  its  appropriate  space,  not  running  the  writing  into 
money  or  posting  columns,  &c.  Journal  entries  are 
written  in  various  ways,  and  no  particular  form  is 
obligatory  so  long  as  clearness  is  adhered  to.  There 
are,  however,  many  forms  of  journal.  That  selected 
should  be  the  one  most  suited  to  what  is  required  to 
be  done. 

In  like  manner  the  divisions  of  a  journal  must  be 
ruled  to  suit  the  circumstances.  For  purchases  and 
sales,  that  mentioned  for  the  journal  is  convenient, 
unless  special  information  is  required,  for  which,  of 
course,  appropriate  ruling  must  be  afforded. 


MANCHESTER  ACCOUNTANTS'  STUDENTS'- 

SOCIETY. 


The  following  letter  has  been  addressed  to  the  secre- 
taries of  the  various  Students'  Societies  :— 

Sir, — Referring  to  a  previous  communication  ot  mine 
on  the  subject  of  co-operation,  I  should  be  glad  if  you 
would  make  known  to  your  Society  that  for  the  time 
being  I  have  been  appointed  to  the  office  of  co-operator 
for  this  Society,  and  shall  be  happy  if  your  members 
would  note  down  my  address,  so  that  in  event  of  their 
requiring  information  they  may  communicate  or  wi^it  upon 

me. 

Yours,  &c. 

A.  E.  PiQOOTT, 

Hon.  Sec.  and  Hon.  Co<  operator. 
Manchester,  Nov.  13th,  1883. 


%tttttB  to  ilgt  ®bitor. 

Reduction  of  Corrency  to  Decimals. 
To  the  Editor  of  The  Aecouniants'  Students'  JoumaL 
Sir,— Referring  to  the  letter  of  Mr.  A.  £.  Bach,  ap- 
pearing in  this  month's  issue,  with  regard  to  the  above 
subject,  I  think  it  is  advisable  to  point  out  a  slight  error 
in  the  working  of  the  second  example,  wherein  it  appears 
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that  7id.=28  farthings.     It  is  obvious  that  this  should  be 

30,  or,  with   the   1    added,   31  ;    and,   consequently,   the 
answer  should  be  *831. 

I  may  add  that  I  have  always  found  it  more  conducive 
towards  accuracy  when  converting   currency  into   deci 
mals  to  add  2  instead  of  1  when  the   pence  exceed  10  ; 
and,  when  performing  the  reverse  operation,  to  deduct  2 
when  the  second  and  third  places  of  decimals  exceed  39. 

Yours,  &c. 

Ernest  Wright. 

London,  Nov.  2nd,  1883. 


INSTITUTE  OF  CHARTERED  ACCOUNTANTS 
IN  ENGIJLND  AND  WALES. 

At  a  meeting  of  the  Council  held  on  the  7th  November, 
the  following  were  elected  associates : — 
Frederick  William  Lord,  Wardrobe  Chambers,  Doctor's 

Commons,  £.C. 
Robert  Fletcher  Allured,  Clerk  to  Broome,  Murray  &  Co., 

104  King  Street,  Manchester. 
Backhouse  Hindley  Bindloss,  Clerk  to  Thomas,  Wade, 

Guthrie  &  Co.,  32  Brown  Street,  Manchester. 
John  George  Dennehy,  Clerk  to  H.  H.  Ham,  Albion 

Chambers,  Bristol. 
John  George  Hodgson,  Clerk  to' John  Bewley  &  Sons,  II 

Orange  Court,  Liverpool. 
Richard  Hornby,  Clerk  to  Davies  and  Crane,  5  Winckley 

Street,  E^eston. 
Charles  Jffaes  March,  Clerk  to  Deloitte,  Dever,  Griffiths 

&  Co.,  4  Lothbury,  E.C. 


BIRMINGHAM  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


"BOW  TO  OPEN  A  SET  OF  B00K8/» 
{Continutdfrom  No.  7,  page  186.) 

PDRCHA8E8  BOOK. 

In  the  form  I  have  selected  the  invoices  are  daily  entered,  on 
receipt,  in  this  book,  and  are  then  numbered  and  put  upon  a 
file,  or  pasted  in  a  book.  The  total  amount  of  the  invoice  is 
entered  io  the  totnl  column,  and  is  then  analysed  under  the 
various  headin28.  The  descriptions  of  the  heading  have  to  be 
very  carefully  sousidGred,  ns  they  form  the  nominal  accounts  in 
the  Private  Ledger,  and,  later  on,  the  sub-headings  of  Purchases 
in  the  Trade  Acoount.  In  a  small  business  like  the  present  one 
some  half-dozen  headings  will  be  sufficient,  but  in  couoems  of 
a  larger  or  more  eomplicated  nature  an  many  as  from  ten  to 
fifteen  may  be  required,. and  in  such  cases  it  is  desirable  to 
have  some  of  the  minor  headings  under  the  title  of  Sundries, 
and  to  analyse  them  in  a  Summary  at  the  end  of  the  month. 

The  balancing  of  the  Purchases  Account  for  the  month  is 
proved  by  the  fact  that  items  to  the  amount  of  £128  7s.  9d. 
are  posted  to  the  eredii  of  the  tradesmen  from  whom  goods  are 
pnrdiaaed,  whilst  an  alysed  items,  forming  a  total  of  £1287s.  9d., 
are  posted  to  the  debit  of  the  nominal  accounts  of  the  Private 
Ledger. 

There  is  a  variation  of  this  system  of  Purchases  Book,  which 
does  not  affect  its  prineiple,  and  which  in  many  eases  I  reoom- 
mend  to  clienis.  The  difference  consists  in  having  a  large 
Porehases  Book,  in  the  form  of  a  Guard  Book,  in  which  the 
invoices  themselves  are  pasted  as  soon  as  received.  Whether 
it  is  advisable  to  do  this  or  not  depends  entirely  upon  the  in- 
dividual circumstances  of  the  business.  Difficulty  often  arises 
in  either  case,  from  the  fact  tbat  monied  invoices  are  rot  bent 
vrith  the  goods  supplied,  and  on  aceountattt  cnnnot  too  strongly 
advise  his  client  to  insist  upou  having  such  invoices  in  all  cases 


with  goods  bought.  No  business  can  be  properly  conducted 
unless  this  is  done,  and  clients,  acting  upon  my  adrice,  have 
frequently  declined  to  take  in  further  goods  from  tradesmen 
who  do  not  deliver  monied  invoices. 

I  have  now  oompleted  the  books  in  which  the  transaotiona 
of  Mr.  John  Griffiths  are  chronologically  recorded,  viz. : 

Ciuh  Book, 
Sales  Book, 
Purchaaet  Book, 
These  books,  although  containing  all  the  facts,  are  yet  in- 
eomplete,  as  they  do  not  show — 

(1.)  The  position  in  which  Mr.  GriiBths  stands  with  hia 

Creditors  and  Debtors. 
(2.)  The  classification  and  results  of  his  trading. 
To  meet  these  requirements,  it  is  necessary  to  have  Ledgers. 
The  state  of  the  Debtors* Accounts  is  shown  in  the  Salet  Ledger. 
The  state  of  the  Creditors*  Accounts  is  shown  in  the  Purefuuee 
Ledger, 

The  classification  of  the  business  done  under  the  usual 
nomiual  headings,  together  with  the  Bank  Account,  and  the 
accounts  of  capital,  drawings,  Ao.,  are  shown  in  the  Private 
Lfdger,  which  i  have  so  designated  for  reason^  which  I  will 
afterwards  explain. 

6AUE8  LBDOEB. 

Referring  more  in  detail  to  the  above,  I  would  recommend 
that  only  one  money  column  be  provided,  unless  there  are 
special  reasons  for  a  larger  number.  Also  it  is  desirable  that 
a  monthly  balance  be  struck,  unless  the  accounts  are  payable 
quarterly.  The  postal  address  of  the  customer  should  always 
be  recorded  after  his  name,  so  that  a  separate  address  book 
will  not  be  required  when  the  customers'  invoices  are  being 
prepared  for  sending  out.  Any  deti^cd  description  of  my 
form  of  Sales  Ledger  is  not  required.  The  dehii  items  are  in 
every  case  brought  from  the  Sales  Book,  and  the  credit  items 
are  posted  from  the  debit  side  of  the  Gash  Book, 

You  will  notice^ that  1  have  recorded  in  the  form  of  a  memo- 
randum the  particulars  of  ths  termt  upon  which  each  account 
is  placed,  and  1  would  always  advise  having  these  recorded 
in  the  Ledger  itself  rather  than  in  a  separate  memorandum 
book. 

PUBCHASX8  LSDGEB. 

Several  of  my  remarks  under  the  last  heading  apply  to  this 
book  also,  which  is  to  be  kept  almost  exactly  in  the  same  form 
as  the  Sales  Ledger. 

The  debit  entries  in  this  case  consist  of  items  posted  from 
the  credit  side  of  the  Cash  Book,  and  the  credit  entries  of  goods 
received,  and  posted  from  the  Purchases  Book. 

PBTVATB  liBDOBB. 

We  now  come  to  the  book  whidi  I  have  called  as  above, 
because  in  a  small  business  it  is  necessary  to  oombine  in  one 
the  particulars  which  in  a  larger  concern  would  require  two 
Ledgers,  via.  the  Nominal  and  Private  Ledgers.  I  have  chosen 
the  latter  title  as  being  on  the  whole  more  suitable  for  a  book 
which,  besides  containing  the  Nominal  Accounts  of  Sales, 
Purchases,  and  Expenses,  is  a  record  of  tiie  position  of  the 
Bank  Account,  the  Capital  Accounts,  and  other  Accounts 
which  can  hardly  be  d^eribed  as  nominal.  The  first  is  the 
Capital  Account,  which  is  credited  with  the  £500  paid  into 
the  business  by  Mr.  Griffiths  at  starting,  also  with  the  profit 
made  during  the  month.  After  debiting  this  acoount  with  the 
drawings,  the  Balanee  shows  his  Capital  at  the  end  of  the 
month,  which  agrees  with  the  Balance  Sheet. 

Next  follows  Uie  account  of  Plant  and  Fixtures.  No  depre- 
dation has  been  written  off  this  account,  but  if  this  had  been 
done  a  Depreciation  Account  would  have  been  opened,  and 
debited  with  the  amount  fixed  and  Plant  Account  credited ; 
the  transfer  being  made  direct  from  the  one  account  in  the 
Private  Ledger  to  the  other. 

The  Bank  Account  and  the  Drawing  Account  call  for  no 
special  comment,  and  then  follow  the  various  Nominal  Ac- 
counts of  Expenses  and  Purchases,  the  former  of  which  find 
their  way  here  direct  from  the  Cash  Book,  and  the  latter  from 
the  analysed  totals  of  the  Purohases  Book.    The  next  aocoont 
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is  that  of  Disconnts,  both  allofved  and  received,  the  amounts 
of  which  are  posted  from  the  debit  and  credit  totals  of  the  Dis- 
count column  in  the  Cash  Book  respectively.  The  Sales  Ac- 
count,  as  previously  explained,  is  posted  from  the  Sales  Book. 
All  these  Nominal  Accounts  of  Sales,  Purchases,  and  Expenses, 
are  next  carried  by  transfer  of  the  balances  to  the 

TBADB  Accouifrr, 

which  is  thus  made  part  of  the  bookkeeping,  and  the  balance 
of  which  has  to  be  transferred  either  to  the  debit  or  credit  of 
Capital  Acoouui— if  a  loss,  to  the  debit ;  and  if  a  profit,  to 
the  credit.  Before,  however,  this  important  account  is  made 
out,  it  is  desirable  to  draw  out  a 

TBIAL  BALANCE. 

This  is  done  by  first  of  all  taking  out  the  Balances  of  the 
Sales  and  Purchases  Ledger,  under  the  heads  of  Debtor  and 
Creditor.  Then  the  Private  Ledger  Balances  should  be  struck 
as  in  my  memorandum,  and  the  Balance  of  Cash  in  hand 
being  inserted,  the  total  of  the  Debtor  and  Creditor  columns 


of  the  Trial  Balance  should  agree.  If  this  is  the  case,  the 
correctness  of  the  postings  is  proved,  but  if  not  some  error 
exists,  and  the  bookkeeper  must  not  rest  until  he  has  dis- 
covered it  by  careful  checking  of  his  postings  and  additions. 
Having  balanced  the  various  items  of  the  Trial  Balance  tiiey 
have  either  to  be  transferred  to  the  Trade  Account  or  recorded 
in  the  Balance  Sheet.    The 

BALANCE  SHEET 

is  a  Memorandum  Account  only,  the  balance  it  contains  being 
merely  gathered  together  or  recorded  to  show  the  state  of  the 
Liabilities  and  Assets,  and  the  individual  balances  still  re- 
maining in  the  books,  and  forming  the  starting  point  for  the 
next  year,  or  other  period  after  the  stock-taking. 

I  have  now  refen^  to  all  the  prindpal  features  of  the  set  of 
accounts  which  you  have  before  you,  but  I  shall  be  very 
pleased  to  answer  any  questions  which  students  may  like  to 
put  to  me,  either  as  to  matters  of  principle  or  of  detail.  Pos- 
sibly stadents  here  may  suggest  improvements  or  alterations  in 
the  accounts,  and  if  so,  I  should  be  pleased  il  they  will  do  so. 
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I  bam  piurpowl?  prepuad  th«M  Meormts  on  the  umplert 
and  mo*t  elamenUr;  plan  poBsible,  u  a  student  who  has  onoe 
niMtend  this  tytMm  will  have  no  diffionlt;  in  vorkine  into  it 
any  fnrthfT  speeial  matten,  «noh  u  Bill  TTanaaetionB,  Betnmed 
Cbeqnea,  Betonwd  Sales,  DopreciiUon  Acwonts,  Bad  Debt 
Aoeonnts  and  BeMma,  and  numetooB  other  ad^tional  and 
Bappl«nentai7  awoonta  to  ttaosa  wliich  I  have  giten  you  in 
the  model.  It  would,  of  oonrae,  hare  been  impractioable  to 
haTs  entei«4  folly  into  all  these  mattera  with  the  limited  tuna 
and  space  at  my  diipoul,  hnt  I  will  refer  to  some  of  them 
before  oondndine  und«i  the  bead  of 

HUBBIDUIIY  BOOKS. 

These  an  book*  which,  althongh  necessary  as  books  ol 
reoord,  do  not  form  part  of  the  book-keeping  propw ;  they,  of 
conrse,  diSer  very  maeh  with  each  class  ol  basineag,  and  I  will 
conOne  myself  to  those  Qsnklly  Teqniied  in  manofaotprlng 
coneenis.    The  first  ol  these  is  the 

A  small-kiied  Book  with  a  sin^  moD^  eolnmn  will  be  the 
most  oonTenient  form.  The  Petty  Cash  payments  are  added 
np  either  weekly  ot  monthly,  and  the  totals  carried  into  the 
main  Cash  Book. 

BUXS  BMatVABLl. 

These  shonld  he  treated  in  the  same  ^ay  as  oheqnea,  and  a 
small  record  book,  with  suitable  eolomns,  ruled  as  follows  :— 
BILLS 
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ol  Uie  tnll  u  also  to  be  enteiad  <m  tite  credit  side  ol  the  Cash 
Book,  and  posted  from  thence  to  the  debit  of  the  aoooant  o( 
the  Tradesman  in  the  Furduues  Ledger  in  whose  favout  the 
bill  has  been  drawn.  A  teoord  book  hot  also  to  be  prorided 
with  the  following  nilii^ : 
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BETUBNS   BOOK. 

Where  there  are  a  considerable  number  of  items  of  Returned 
Sales  it  is  necessary  to  have  a  special  book,  ruled  in  the  same 
manner  as  the  Day  Book,  for  the  purpose  of  recording  these, 
and  to  bring  the  same  into  the  bookkeeping.  In  ordinary 
cases,  however,  it  is  usual  to  deduct  the  totals  of  returns  at 
the  end  of  each  month's  sales.  With  either  plan  the  individual 
items  of  returns  must  be  posted  to  the  credit  of  the  customer's 
accounts  in  the  Sales  Ledger,  and  the  total  for  the  month  to 
the  debit  of  Returns  Account  in  the  Private  Ledger. 

It  is  on  record  that  a  student  was  once  called  upon  to  write 
an  essay  on  **  The  manners  and  habits  of  the  Chinese,"  and  his 
essay  when  handed  in  was  short  and  to  the  point.  He  wrote, 
••  Manners  they  have  none,  and  their  habits  are  dirty."  I  feel 
in  an  almost  similar  position  to  this  student  in  referring  to  the 

JOURNAL, 

for  in  my  set  of  books  there  is  no  Journal.    I  believe  this 
book,  which  in  so  many  treatises  is  described  as  the  mainspring 
and  foundation  of  Double  Entry,  to  be  in  ordinary  circum- 
stances  totally  unnecessary.    In  some  large  concerns,  such  as 
Collieries  and  Iron  Works,  where  there  are  many  departments, 
a  Journal  may  somofimcs  be  employed  with  advantage,  as  a 
record  of  the  necessary  transfers  in  charging  one  department 
with  goods  supplied  by  another,  and  for  transfers  between 
Nominal  Accounts.    In  ninety-nine  cases  out  o|  a  hundred 
however,  the  Journal  may  be  safely  dispensed  with,  and  with 
great  advantage  as  regards  simplicity  of  accounts  and  saving  of 
time.    I  believe  we  are  indebted  for  the  Journal  to  the  Italian 
monks,  who  devised  some  most  ingenious  systems  of  keeping 
the  books  of  the  Venetian  and  Genoese  merchant  princes. 
Though  it  may,  however,  have  been  well  suited  for  the  busi- 
ness purposes  of   the  sixteenth   and   seventeenth    centuries, 
the    Journal  is,   I  imagine,  quite  behind  Uie  times  for  the 
requirements  of  modem  commerce.     With  the  exception  of 
the  special  conditions  stated  above,  I  consider  that  all  the 
ordinary  transactions  of  business  can  be  very  conveniently 
and  correctly  passed  directly  through  the  other  books  I  have 
mentioned  without   the  intervention  of  the  Journal,  and,  if 
this  is  BO,  why  should  we  be  troubled  with  its  unneoessary 
mtricaciea? 


I  1  believe  the  Journal  is  still  in  some  quarters  looked  upon 
,  with  ave  and  reverence,  and  almost  worshipped  as  a  kind  of 
!  goddess  amongst  the  books,  but  I  rather  regard  her  as  a  fussy 
old  lady,  whose  troublesome  and  officious  action  as  a  go- 
between  and  busybody  has  brought  confusion  and  complication 
into  many  a  goKxl  and  straightforward  business,  which  oould 
have  very  well  dispensed  with  her  meddling  interference. 

I  hope  that  any  friends  of  the  old  lady  who  may  be  here 
to-night  will  not  be  offended  at  this  attack  uponher.  I  should 
be  sorry  to  harass  her  declining  years,  and  I  think  if  she  will 
reform  her  habits  a  little,  useful  work  may  still  be  occasionally 
found  for  her. 

Seriously,  however,  I  consider  that  one  of  the  principal 
reasons  that  so  many  thousands  of  traders  keep  no  proper 
sets  of  books  is  that  they  are  alarmed  at  the  complications  of 
the  systems  of  journalising,  which  they  imagine  are  necessary 
if  they  are  to  have  their  books  upon  Double- Entry.  The 
Journal  has,  I  believe,  in  ihis  way  done  the  greatest  injury 
both  to  commerce  and  to  professional  accountants,  and  I 
would  strongly  advise  the  latter  only  to  introduce  it  in  quite 
.  exceptional  circumstances. 

With  regard  to  the  practical  working  of  the  system  I  have 
described,  I  may  add  that  for  many  years  it  has  been  employed 
by  clients  of  my  firm  in  various  trades,  some  of  a  simple  and 
others  of  a  complicated  nature,  la  these  in-tancea  it  has 
been  found  to  work  satisfactorily,  and  no  inconvenience  has 
resulted  from  the  absence  of  a  Journal. 

1  must  now  conclude  this  lecture,  which  has  been  nnaYdd- 
ably  somewhat  incomplete  and  superficial,  but  I  have  endeav- 
oured to  lay  before  the  Students  of  this  Society  the  system 
of  accounts  which  I  consider  most  suitable  to  ordinary  busi- 
nesses, and  I  trust  that  I  have  succeeded  in  giving  some 
information,  and  in  rousing  an  interest  in  a  subject  which  is 
so  important  to  Accountant  Students,  both  with  reference  to 
the  'examinations  they  have  to  pass,  and  as  affecting  their 
future  professional  success. 

A  discussion  followed  and  numerous  questions  were  put  by 
Students  to  Mr.  Carter,  and  answered  by  him.  A  vote  of 
thanks  to  the  Lecturer  and  the  Chairman  concluded  the  wo- 
ceedings. 
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MANCHESTER  ACCOUNT  iNTS'  STUDENTS' 

SOCIETY. 

Bbith  Dirnu— Old  and  New. 

The  lunth  general  tneetiDg  of  the  memben  of  the  Man. 
eheetei  Acconntanta'  Studente'  Society  wu  held  *t  the  Old 
Towa-hall,  MuichaileT,  on  Mondty  eTcnmg,  the  2Znd  October, 
IS83.  The  Preeident,  Adun  Mutrny,  E<q.,  F.C.A.,  oceapied 
the  chair,  and  there  weie  ebouC  forty  memben  preeent. 

The  Secretary,  Mr.  Arthur  E.  Piggott,  read  the  minutea  of 
the  pTerioua  meeting,  which  were  de^aicd  correcUr  lecorded. 

The  Fremdent  introdnced  Hi.  John  Thomat,  F.C.A.,  of  the 
finn  of  Meaeis.  Thomae,  W&de,  Guthrie  &  Co.,  who  deliveied 
the  following  lecture  on  "Death  Duties — Old  end  New." 

I  haTe  been  aiked  to  gire  a  paper  to  youi  society,  and, 
hecaoie  I  tee  in  thii  orginiiatioa  another  indication  of  the 
intelligence  and  protoiae  which  ia  being  attracted  to  onr  pro- 
feeeion,  I  undertake  it  with  no  reluctance,  although  well- 
nigh  a  whole  generation  hai  paaaed  away  since  I  addreaacd  a 
gathering  of  young  men,  myself  being  one  of  the  number.  But 
meanwhile  there  has  been  great  deTelopment.  Our  populous 
city  now  maintaioa  not  only  a  large  nombei  of  aocieciea  aiming 
at  matual  improTement,  but,  with  oommendable  seal,  you  have 
Gstabliahed  yoors  nieciall^,  as  1  understand  it,  to  giTe  aid  to 
its  members  towardi  attaining  a  h^^  order  of  profeisioDal 
BkiU,  intelligence  and  character.  Warmlj;  ayinpathising  in 
such  aimi,  and  desiring  to  otter  some  contribution  to  its  pur< 
pose,  I  have  selected  as  onr  topic  thU  erening  the  ways  old 
and  new,  by  which  a  revenue  has  been  raiaed  by  rulers  on  the 
death  of  subjects,  and  upon  the  property  bom  which  that 
erent  took  them. 

Now  I  hare  no  idea  of  trarelllnx  through  all  countriee  and 
all  times  so  as  to  narrate,  howeTer  oriefly,  the  Tarious  modes 
in  which  taxation  has  been  leried  under  the  circumstances  ia 
question — tbe  old  to  be  spoken  of  this  evening  ii  to  be  limited 
to  what  has  been  done  within  our  own  ooun&y,  and  by  the 
predecessors  of  the  present  Chancellor  of  the  Exchequer ;  and 
the  tine  in  like  manner,  it  la  intended  shall  refer  only  to  the 
present  regulations,  under  which  duties  are  now  payable  at 
the  Tarioui  Probate  Refnstries  in  the  United  Kingdom,  and  at 
that  stat^  pile  of  bulldingi  in  London  known  as  Somenet 
House.  To  attempt  more  on  this  occasion  would  risk  being 
tedious. 

I  must,  however,  with  all  franknees  state  how  it  oomM  about 
that  I  h«Te  selected  this  subject  for  our  evening's  consideration, 
and  I  therefore  detiie  to  explain  that,  almost  ever  since  I  came 
to  know  that  man  was  bom  to  be  taxed,  I  have  taken  rather  a 
keen  interest  in  coniidering  whether  the  kind  of  tu  of  which 


we  are  to  speak  is  £sirly  levied,  and  though  I  am  consoums 
that  this  society  knows  nothing  of  polities,  or  polemics— a  ocm- 
dition  which  of  course  I  shall  scrupulously  respect — I  feel  sure 
my  views  may  be  expressed  without  wounding  the  susceptibi. 
litlea  of  Uie  most  sensitive  younp  politician  in  the  room.  Hon 
oartainly  we  have  no  partisanship  i  for  what  we  seek  is  know- 
ledge for  its  usefulness,  end  the  cultivation  of  a  judicisl  frame 
of  mind,  because  of  its  professional  requirement,  and  its  advan- 
tages in  our  search  for  truth. 

The  dosing  yean  of  the  17th  century  witneiied  the  prose, 
cntion  of  a  Tigorons  war  between  this  country  snd  our  nearest 
neighbours,  and  the  Knance  minister  of  that  day  secured  the 
passing  of  an  Act  granting  duties  upon  burials,  the  amount  of 
wlUcb  was  gradu^ed  according  to  the  social  rank  of  the 
deceased— the  burial  fee,  e.g.,  for  the  wife  or  widow  of  a  duke 
or  archbishop  was  £50  4s. ;  eldest  son,  £30  4s. ;  younger  ehil. 
dren,  £26  4s.  In  the  family  of  s  marquis  this  waa  fixed  at 
£10;  an  esquire,  £5  4s. ;  a  gentleman,  24s. ;  persona  of  ££9  a 
year,  or  £600  personal  estate,  14s. ;  for  burials,  and  so  on,  of 
which  more  particiilars  may  be  gathered  in  a  work  by  Sir  John 
Sinclair,  on  the  "  History  of  tbe  Kavenue." 

It  would  aeem,  however,  that  this  tax  was  found  not  to  be 
so  productive  as  was  looked  for — or  was  unpopular — and  In 
consequence  it  waa  aoon  dropped ;  but  another  originated  at 
the  aame  time  was  destined  ta  much  longer  life,  and  indeed 
survives,  though  in  sn  enlarged  form,  to  onr  own  day. 

This  Act,  passed  in  1694.  is  csUed  with  ai^uficant  sinrplicitjr 


sum  of  Ss.  was  soon  increased  to  lOs.,  and  by  and  by  a  still 
largsrincreasetook  place,  until,  in  1804,  a  very  great  alteration 
was  made,  and  Ubles  ware  issued  providing  for  a  possible 
estate  of  half- a- million  of  money — a  very  U^e  sum  indeed  in 
those  dsys.  Thischa^e,  however,  wasUmited  to  the jwkum^ 
estate  of^the  deceased,  and  was  not  then,  nor  is  it  now,  made 
applicable  to  reai  estate,  and  it  is  this  exemption  which  bai 
"^'PP^"  '  '    "      '      '~      '  •— •- =-^-'— ="- 

These  i 


appeared  to  me  to  be  nmply  and  completdy  indelenwble. 

lese  duties  were  originally  payable  ihrougli  the  Tarioos 
Bishopiiea  of  the  oomtiy,  witli  often  a  combraua  mode  of 
procedure,  and  as  a  conse^uenoe  in  the  case  of  many  small 


estates— and  of  course  the  nuijority  of  est 
operated  <^preesively>_  Iwdl 
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leatehold  house,  and  its  rerj  humble  equipment  of  furniture. 
To  gcfe  a  title  to  the  house,  letters  of  admmistration  had  to  be 
taken  out  in  the  diocese  of  Exeter,  and  in  due  time  the  soli- 
citor's charge  for  this  instrument  was  rendered,  consisting  of 
many  items,  and  reaching;  an  amount  which  was  certainly 
larse,  and  appeared  excessive. 

I  ^accordingly  wrote  to  this  gentleman,  making  what  I 
regarded  as  an  appropriate  complaint,  and  intimating  that 
unless  the  charges  were  reduced,  I  should  probably  maWe 
seme  public  obserTations  with  regard  to  this  affair.  A  few 
days  made  me  wiser  !  A  prompt  reply  came,  telling  me  that 
the  little  dwelling-house  being  situated  in  a  district  called 
"a  peculiar,"  heavier  costs  were  unavoidable;  and  as  this 
defence  suggested  such  mysterious  possibilities,  I  thought 
it  best  to  let  my  reforming  ardour  die,  and  so  abstained 
from  ventilating  my  grievance  in  the  public  journals,  llie 
clans  of  courts  th^n  in  existence,  however,  and  known  as 
Prerogative,  Consistory,  Peculiar,  &c.,  were  undoubtedly  a 
source  of  much  dissatisfaction,  and  so  the  country,  in  1858, 
readilv  accepted  the  measure  which  swept  them  all  away, 
and  then  began  those  Courts  of  Probate  now  established  in 
all  important  centres,  which  I  believe  are  everywhere  doing 
their  work  well  and  suitably. 

Turning  our  glance  backward  it  is  found  that  the  national 
expenditure  growing,  in  1780,  a  duty  was  charged  upon  every 
receipt  given  for  property  inherited  by  will  or  intestacy,  and 
this  was  once  or  twice  changed  prior  to  the  year  1796,  when 
Wm.  Pitt  succeeded  in  carrying  a  measure  of  a  larger 
character. 

Turcot,  one  of  the  greatest  of  French  Ministers,  had  a 
favourite  saving  that  the  art  of  taxing  was  the  art  of  plucking 
the  goose  without  making  it  ery,  and  Wm.  Pitt  is  said  to  have 
remarked,  on  introducing  his  measure,  that  he  was  about  to 
propose  a  tax  with  which  no  man  living  had  a  right  to  find 
fault.  This  of  course  was  a  piece  of  pleasantry ;  but  the  object 
of  the  measure  was  to  make  all  personal  property  passing  by 
death  liable  to  the  tax  according  to  the  degree  of  consanguinity 
of  the  beneficiary,  except  that  grand  parents  and  children 
were  exempt,  and  so  continued  until  1805,  when  they  were 
made  liable  to  a  duty  of  1  per  cent.   The  intention  of  Mr.  Pitt 
had  been  to  extend  the  tax  to  real  estate  also,  and  though  only 
meagre  and  unsatisfactory  reports  of  the  debates  of  the  period 
are  m  existenoe^for  as  yet  Hansard  was  not,  and  the  re- 
porters' gallery  was  not^we  know,  however,  that  the  land- 
owning influence  prevailed  even  against  the  immense  power  of 
Mr,  Put,  and  it  was  reserved  for  a  now  living  statesman,  in 
1863,  to  .put  an  end  to  this  inequality— for  the  extension  of 
legacy  duty  to  real  estate  in  1805  was  limited  to  such  as  was 
expressly  directed  to  be  sold,  or  to  sums  charged  thereupon. 
The  accounts  required  by  the  Legacy  Duty  Act — technically 
known  as  residuary  accounts— are  certainly  most  compre- 
hensive, because  they  are  to  contain  not  only  an  accotmt  of 
what  personal  property  the  deceased  left,  but  also  the  income 
arising  therefrom  up  to  the  time  of  renderins  it,  and  if  I  am 
not  mistaken  most  solicitors  have  found  it  desirable  to  go  to 
an  expert  in  such  matters  for  their  preparation.     In  Man- 
chester, for  example,  it  has  been  said  this  has  been  almost 
universally  the  rule,  and  I  have  been  informed  that  a  gentle- 
man recently  dead— and  dying  I  remember  with  regret  whilst 
yet  in  his  prime — ^had  quite  a  large  practice  in  this  kind  of 
business.    At  first,  and  indeed  for  the  long  period  from  their 
first  initiation  until  I  think  some  three  or  four  years  since,  such 
accounts  had  to  be  forwarded  to  Somerset  House  through  the 
local  staipp  offices  of  the  country,  or  through  agents  in 
London,  the  forms  issued  by  the  government  containing  the 
notification  **  Any  account  transmitted  by  post,  or  left  under 
cover  at  the  office,  will  either.be  returned  to  the  partfes  or 
otherwise  thrown  aside  unnoticed;"  but  the  convenience  and 
certainty   of   modem   postal    communications   has   become 
recognised  even  at  Somerset  House,  and  the  new  order  of 
things  is  to  invite  the  transmission  by  post,  for  all  the  forms 
now  issued  in  relation  to  legacy  and  succession  duty  contain 
space  for  the  names  and  addresses  of  the  person  who  forwards 
the  acooont,  and  my  own  experience  of  this  concession  ia  that 


it  leaves  little  or  nothing  to  be  desired,  except  perhaps  greater 
promptitude  in  the  reply  and  return  of  papers;  but  obviously 
the  outsider  does  not  know  the  amount  of  work  each  of  the 
examining  clerks  has  to  get  through  in  the  day,  and  so  any. 
complaint  should  be  expressed  with  hesitation.  It  may  be 
remarked  too,  that  the  various  forms  required  for  the  payment 
of  duties  are  more  easily  obtainable  than  formerly.  JBvery 
money-order  oflice  in  the  kingdom  keeps  the  whole  of  the  seven 
forms,  and  ^hich  may  be  had  there  on  application. 

As  already  stated,  the  desire  of  Mr.  Pitt  to  extend  his 
Legacy  Duty  Bill  to  real  estate  was  defeated,  but  the  national 
expenditure  kept  growing  by  reason  of  the  great  European 
contest  of  the  early  part  of  this  century,  and  in  1805  duty 
became  payable  on  real  estate  where  directed  to  be  sold ;  but 
in  1853  a  ^ery  large  measure  was  carried  by  Mr.  Gladstone — 
larger  in  fact  than  was  contemplated  by  Mr.  Pitt— and,  in  my 
humble  opinion,  that  measure  was  defective  only  in  that  it 
was  not  accompanied  by  the  application  of  probate  duty  as 
well  to  real  estate,  but  for  this  further  measure  we  must 
apparently  still  wait  a  while  longer. 

The  Succession  Duty  Act  is  undoubtedly  a  valuable  con- 
tribution to  the  revenue  of  the  country, -but  it  deals  tenderly 
with  the  successors  in  allowing  the  payment  of  duty,  on  the 
value  of  the  life  interest  by  eight  half-yearly  instalments  begin- 
ning; at  the  end  of  the  first  hidf  year  of  possession ;  and  though 
in  wis  respect  it  resembles  the  payment  of  duty  on  annuities— 
which,  however,  it  may  be  remembered  are  payable  in  four 
annual  instalments — yet,  regarded  in  its  aspect  as  a  legacy,  the 
Act  is  more  considerate  than  that  with  respect  to  the  duty  on 
personal  estate,  which,  it  will  be  recollected,  is  practically 
payable  immediately  that  the  beneficiary  comes  into  possession. 
Except  in  the  way  of  effecting  some  minor  changes,  and 
remedying  some  anomalies— aa  for  example,  that  with  regard 
to  the  apportionment  of  rents,  interest,  and  dividends  — 
nothing,  1  think,  occurred  calling  for  remark  until  1880,  when 
a  measure  was  passed  abolishing  the  distinction  as  to  the  duty 
payable  between  probates,  and  letters  of  administration,  and 
from  the  1st  of  June,  1881,  a  number  of  other  chances  have 
been  introduced  making  concessions  in  favour  of  small  estates, 
and  allowing  the  deduction  of  debts  owing  by  the  deceased, 
and  the  cost  of  the  funeral*,  when  making  tne  estimate  for 
probate  of  the  value  of  the  property  left— a  most  satisfactory 
course,  especially  with  regard  to  estates,  for  example,  bordering 
on  insolvency ;  because  in  this  way  there  is  a  saving  of  interest 
on  the  money  which  under  the  old  mode  was  absorbed  by  the 
duty,  and  avoiding  all  the  trouble  and  cost  attendant  on  the 
recovery  of  the  sum  representing  the  debts.  The  old  plan  in 
fact,  had  only  the  merit  of  being  good  for  the  professions 
practisiilg  in  this  matter. 

Perhaps,  in  relation  to  this  subject,  I  may  be  permitted  to 
speak  of  my  personal  experience  in  the  preparation  of  an 
account,  some  30  years  since,  required  for  the  Legacy  Duty 
Office  on  the  deatn  of  a  brother  of  Earl  Cairns,  who  had  been 
a  merchant  in  Liverpool,  and  died  very  suddenly  in  the  midst 
of  extensive  operations  in  connexion  with  his  Brasilian  trade. 
At  the  moment  of  his  death  there  were  debts  due  amounting 
to  a  very  largo  sum,  and,  having  passed  the  Besiduary 
Account,  we  proceeded  to  get  back  the  largest  part  of  the 
Administration  Duty  (for  he  had  died  intestate),  and  I  recollect 
an  interview  on  the  occasion  with  the  future  tiord  Chancellor 
— then  at  the  opening  of  his  career — but  who  impressed  me 
with  his  exceedingly  grave  maimer,  though  I  had  then  little 
idea  of  the  position  to  which  the  young  barrister  would  by  and 
by  attain.  But,  gentlemen  and  students,  is  not  this  true  of 
all  of  you  ?  Great  are  the  possibilities  of  the  industrious  and 
resolute  mind ;  therefore,  work  on ! 

The  new  measure,,  however,  is  not  uniformly  in  the  way  of 
liberality,  for  the  exemption  of  duty  in  legacies  below  £20  is 
at  an  end,  and  thus  the  time-honoured  bequests  of  £19  19s.,  so 
often  the  last  form  that  friendship  took— of  which  one  has 
sometimes  a  recollection,  and  sometimes  an  experience,  will 
probably  be  known  no  more. 

But  the  new  Act  has  another  feature  of  importance,  which 
is  this.    In  estates  paying  1  per  cent,  legacy  duty  that  of 
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children  of  the  deceased  and  their  descendants— which  is  the 
case  with  the  larger  number  of  devolutions— in  future  no 
Residuary  Account  will  be  required,  such  duty  having  been 
represented  by  an  augmentation  in  that  on  the  probate, 
though  th^  Inland  Revenue  Commissioners  have  powers  to 
request  documents  or  explanations  within  three  years  of  the 
prant  of  probate  or  letters  of  administration— which  is  the 
old  peiiod  within  which  it  was  obligatory  to  apply  for  any 
return  of  duty  on  the  ground  of  debts ;  but  doubtless  no 
trouble  %viU  be  given  in  this  way  imless  bad  faith  is  suspected, 
and  the  like  period  will  in  all  probability  be  allowed  for  any 
application  which  the  discovery  of  unexpected  debts— or 
debts  which  have  contingently  arisen— may  occasion. 

A  few  words  with  regard  to  the  yield  pf  the  duties  we  have 
been  considering  may  not  be  out  of  place. 

According  to  the  returns  for  the  year  ended  31st  March, 
1S82,  the  figures  are : 

Probate  duty  ....  £3.515.384 
Legacy  duty  ....  2,804,241 
Succession  duty  .'      •      ,      .  736,844 

And  from  1797  to  1881,  with  respect  to  two  of  those  duties, 
and  from  1853,  as  to  the  other,  the  total  yield,  so  far  as  they 
can  be  traced,  i%  the  large  Fum  of  £220,824,910- figures  so 
enormous  that  they  may  well  heighten  the  interest  with  which 
the  subject  is  regarded  ;  and,  aa  this  form  of  taxation  will 
probably  be  permanent  in  this  country,  perhaps  the  youngest 
amongst  us  this  evening  will  allow  me  to  express  for 
him  the  hope  that  by  and  by,  in  a  fine  old  age,  the 
rewards  of  his  industry  and  character  may  enable  him  to 
leave  to  survivors  such  an  estate  that  the  duties  on  it  to  the 
revenue  will  form  a  noticeable  addition  for  the  year  in  which 
he  shall  have  been  gathered  to  his  fathers. 

Now  I  am  very  conscious  that  this  brief  narrative  of  our 
legislation  on  Death  Duties  still  leaves  every  student  much  to 
trace  out  for  himself,  but  happily  text  books  on  the  subject  are 
easilv  obtainable,  and  I  notice  ( ne  in  your  own  library  *'  On 
the  !Probate,  Legacy,  and  Succession  Duty  Acts,"  by  Mr. 
Alfred  ITanson,  the  present  energetic  controller  of  tho^e 
duties  at  Somerset  House,  which  deserves  pre-eminent  mention 
as  a  mine  of  wealth  on  the  subject.  The  notes  and  cases  cited 
^of  which  latter  I  have  counted  nearly  five  hundred— are 
extremely  interesting  to  the  student,  as  the  reports  on  the 
points  raised  and  decided  in  the  courts  are  condensed  with 
much  judgment,  and  to  that  volume  especially  I  therefore 
desire  to  refer  you. 

There  are,  of  course,  older  books  on  the  subject,  but  these 
arc  very  much  superseded  by  recent  Acts  of  Parliament, 
though  some  of  us  have  a  remembrance  of  them  which  will 
not  soon  die.    For  example,  an  early  one  by  Owynne — one  of 
the  first  comptrollers  at  Somerset  House,  a  thin  volume  but 
very  practical ;  and  I  remember  well  that  this  book  was  a  great 
favourite  with  one  of  the  purest-minded  men  of  our  profession 
I  have  met  with.  Following  this  modest  little  book  was  one  by 
Mr.  C.  C.  Trevor — son  of  another  comptroller  at  Somerset  House 
— and  the  father's  official  position  I  well  remenb^^r  there,  for  to 
him  I  appealed  when  desiring  a  more  liberal  interpretation 
than  the  examining  clerks  deemed  themselves  authorised  to 
concede.    He  impressed  me  as  a  man  of  great  ability,  and  the 
son,  in  his  preface,  tells  of  the  use  he  hsd  made  of  his  father's 
notes,  as  well  as  of  his  having  revised  the  book  on  its  passing 
through  the  press.    A  useful  volume  on  the  same  lines  was 
published  soon  afterwards  by  Mr.  Leonard  Shelford,  of  which  I 
have  heard  solicitors  speak  with  much  commendation.  All  these, 
however,  are  of  little  value  in  comparison  with  Mr.  Hanson's 
book,  whose  new  edition  brings  before  the  student  the  later 
enactments  and  decisions,  and  to  him,  I  repeat,  I  refer  for 
what  I  have  not  said,  or  said  with  less  lucicUty  than  was  my 
desire. 

Various  remarks  were  then  made  by  Mr.  Trevor,  F.C.A., 
l^Ir.  John  E.  Halliday.  F.C.A.,  Mr.  Wade,  F.C.A.,  and  Mr. 


SHEFFIELD    CHARTERED  ACCOUNTANTS    STU- 
DENTS'  SOCIETY. 
RECEIVERS. 
At  the  third  ordinary  meeting  of  this  society,  held. at  the 
Law  Society's  Rooms,  on  the  31st  inst.,  Septimus  Short,  E?q., 
F.C.A..  (the  president),  in  the   chair,   the  following  paper 
was  read  by  Mr.  T.  G.  Shuttleworth,  F.C.A.,  on  the  subject 

of "  Receivers."  ,        .  * 

A  receiver  is  a  person  appointed  "  to  collect  and  receive  rents, 


The  object  of  the  appomtment 

safety,  and  prevent  dissipation  or  destruction  of  property,  the 

subject  of  litigation. 

The  appointment  of  a  receiver  is  a  matter  resting -en- 
tirely in  the  discretion  of  the  court.  It  was  exercised  by 
the  Court  of  Chancery,  upon  consideration  of  the  surrounding 
circumstances,  which  induced  the  court  to  fear  that  the 
property  in  question  would  not  be  preserved  for  its  appropriate 
uces  and  ends ;  that  there  was  danger  of  its  being  converted  to 
other  purposes  or  diminished  or  lost  by  negligence  or  other- 


wise. 


and   in 
moneys  or  property   in  his 

or  as  near 


The  Courts  of  Common  Law  had  not  jurisdiction  to  ap- 
point a  receiver  until  the  Judicature  Act,  187JJ,  when  the 
jurisdiction  of  the  Court  of  Chancery  was  transferred  to  the 
High  Court  of  Justice.  Section  26  sub.  sec.  8  of  that  act,  pro- 
vi^s  that  the  court  may  appoint  a  receiver  by  an  interlocutory 
order  in  all  cases  in  which  it  shall  appear  to  the  court  to  be 
lust  or  convenient  that  such  order  ^hould  be  made.  The  order 
may  be  made  ••  unconditionally  or  upon  such  terms  and  con- 
ditions as  the  court  may  think  fit." 

The  Court  of  Bankruptcy,  not  bemg  a  division  or  part  oi 
the  High  Court  of  Justice,  acquires  the  power  of  appointmCTit 
of  receivers  and  managers  under  the  Bankruptcy  Act,  1869, 
sec   13,  and  Rules-  260  and  262  of  the  Rules  1870. 

Formerly  the  duties  of  receiver  in  bankruptcy  devolved 
upon  the  official  assignee. 

Rule  299  of  the  Bankruptcy  Rules  1870  provides:  "The 
court  shall  have  the  same  power  and  discretion  as  to  the  ap- 
pointment,  remuneration,  and  removal   of  the   receiver  or 
manager,   and    in  the  settlement  of   his  accounts  -"'^ 
directing    the  appropriation  of  moneys  or  prope 
hands,  as  is  exercised  by  the  Court  of  Chancery 
thereto  as  may  be."  ...  *  *i 

The  court  will  not  make  an  appointment  except  upon  the 
application  of  an  interested  party,  so  that  where  a  registrar, 
upon  an  application  to  appoint  a  creditor's  nominee,  appointed 
the  high  bailiff,  the  appointment  was  discharged  by  the  chief 
judge  snd  the  creditor's  nominee  substituted. 

The  receiver  is  an  officer  of  the  court,  by  whom  he  if 
appointed,  and  should  have  particular  regard  to  the  terms  o 
the  order  appointing  him.  ,^      ^.  ^ 

When   the   appointment   is    made   by   the   high   couit, 
care  is,  or  should  be,  taken  to  see  that  the  order    clearly 
defines  the    property,   over,    cr    in  respect   of  which,   the 
receiyer  is  appomted.      When  it  is  intended  that  the  re- 
ceiver should  deal  with  properly  as  an  owner  might  do,  or 
carry  on  any  business,  he  is  usually  appointed  receiver  and 
manager.    In  appointments  under  the  Bankruptcy  Act,  1869, 
the  receiver  is  appointed  to  "  collect,  get  in,  and  recei? e  "  the 
property  of  the  debtor,  and,  if  a  business  is  to  be  carried  on, 
to  '*  manage  the  business;"  and  he  is  ordered  to  take  imme- 
diate possession  of  the  property  and  business,  and  to  pass  his 
accounts  at  such  times  as  may  be  directed  by  the  Registrar. 
It  is  clear  that  the  order  cannot  specify  what  the  property 
comprises.    The  receiver  has  to  find  out  what  property  belongs 
to  the  debtor,  and  what  steps  he  will  have  to  take  to  carry  out 
the  directions  of  the  order.    For  this  purpose  it  is  imp<»tant 
to  enquire  what  is  the  effect  of  the  appointment.    In  Davis  v, 
Duke  of  Marlborough — a  leading  case  on  this  subject— Lord 
Chancellor  Eldon  laid:— "The  rule  I  take  to  be,  that  the  court 
will  en  motion  appoint  a  receiver  for  an  equitable  creditor  or  a 


Thomas,  jun.  (son  of  the  lecturer),  a  barrister";  and,  a  vote  of  I  person  having  an  equitable  estate,  without  prejudice  to  per- 
thanks  having  been  accorded,  the  proceedings  terminated.  )  sons  who  have  prior  estates ;  m  this  sense- without  prejudice 
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to  personB  haying  prior  legal  estates— that  it  will  not  prevent 
their  proceed  ng  to  obtain  possession  if  they  think  proper; 
and  with  regard  to  persons  having  prior  equitable  estates,  the 
court  takes  care  in  appointing  a  receiver  not  to  disturb  prior 
equities."  This  decision  has  been  qualified  to  this  extent,  that 
a  person  seeking  to  obtain  possession  of  property  by  virtue  of 
legal  estates,  the  property  being  in  possession  of  a  receiver, 
must  first  obtain  leave  of  the  court. 

The  appointment  of  a  receiver  does  not  alter  the  rights  oi 
any  persons  in  respect  of  the  property  in  question.  The  re- 
ceiver has  no  right  to  interfere  wiui  property  in  possession  of  a 
mortgagee  or  other  person  having  a  paramount  title. 

In  re  Hart,  before  Mr.  Registrar  Brougham,  the  receiver 
pulled  down  notices  of  a  mortgage  which  had  been  put  up  by 
a  mortgagee  in  possef  sion,  and  ordered  the  mortgagee  to  leave. 
The  receiver  was  restrained,  ordered  to  put  up  the  bills  again, 
and  give  up  possession. 

The  landlord's  right  of  distress  under  the  provisions  of  the 
Bankruptcy  Act  is  not  affected  by  the  appointment  of  a  re- 
ceiver, being  a  right  given  by  the  act  imder  which  the  receiver 
is  appointed. 

After  the  appointment  no  person  can  acquire  any  control 
over  the  property  of  a  debtor.  And  it  has  been  held  to  be  a 
contempt  of  court  for  a  mortgagee  to  take  forcible  possession 
of  property  in  the  possession  of  the  receiver,  although  it  is  in 
the  mortgage,  which  is  a  valid  security. 

Under  the  Bankruptcy  Act  1883  the  effect  of  a  receiving  order 
is  to  constitute  the  official  receiver  the  receiver  of  the  property 
of  the  debtor,  and  to  restrain  all  proceedings  against  the  per- 
son, or  property,  of  the  debtor,  except  with  the  leave  of  the  court. 
But  the  section  making  these  provisions  does  not  affect  the 

Sower  of  any  secured  creditor  to  realize  or  otherwise  deal  with 
is  security,  in  the  same  manner  as  he  would  have  been  en- 
titled to  do  if  that  section  had  not  been  passed. 

It  has  often  happened  that  before  the  appointment  of  a  re- 
ceiver some  person  has  taken  possession  of  part  of  the  bank- 
rupt's property,  and  where  his  right  to  do  so  was  disputed,  or 
it  was  supposed  that  on  the  registration  of  a  special  reEolution 
for  liquidation,  or  adjudication  in  bankruptcy,  the  claim  would 
be  defeated,  the  receiver  has  been  requested  to  apply  to  re- 
strain the  party  and  to  give  an  undertaking  to  be  imswerable 
in  damages.  Before  consenting  to  take  such  a  course  a  re- 
ceiver should  very  carefully  consider  the  risk  which  he  incurs. 

In  a  case  which  came  before  the  Liverpool  county 
court  judge,  a  bill  of  sale  holder  took  possession  of 
the  property  of  the  debtor,  who  filed  nis  petition. 
A  receirer  was  appointed  and  obtained  an  order  of  the 
court  restraining  the  bill  of  sale  holder  from  proceeding 
with  the  sale  which  he  had  advertised,  the  receiver  giving  his 
personal  undertaking  to  be  answerable  in  damages.  A  motion 
was  made  for  a  declaration  that  the  bill  of  sale  was  void  against 
the  trustee,  but  it  was  held  to  be  good.  The  bill  of  sale  holder 
applied  for  an  order  that  the  receiver  should  pay  damages,  and 
the  county  court  judge  (F.  P.  Collier,  Esq.),  in  delivering 
judgment  said:  "I  desire  to  express  my  extreme  reluctance 
to  order  a  gentleman,  who  in  my  opinion  was  acting  in  good 
faith,  and  to  the  best  of  his  knowledge  and  abilities,  for  the 
benefit  of  the  whole  body  of  creditors,  and  who  was  quite 
justified  under  the  circumstances  in  trying  the  validity  of  this 
instrument,  to  pay  any  damages ;  but  in  asking  for  the  re- 
straining order,  he  took  the  risk  of  having  the  question  of  the 
validity  of  this  bill  of  sale  decided  against  him,  and  I  think  a 
case  has  been  made  out,  and  I  cannot  withhold  damages ;  and 
accordingly  the  leceiver  was  ordered  to  pay  both  damages  and 
costs. 

In  ex  parte  Warren  the  receiver  obtained  an  injunction 
to  restrain  the  mortgagee  of  a  brewery  in  possession  from 
dealing  with  the  stock-in-trade,  and  loss  arose  from  the  re- 
ceiver's management  It  was  held  that  the  receiver  could  not 
charge  the  mortgagee  with  the  expenses  of  management,  and 
that  the  mortgagee  wa%  under  the  receiver's  undertaking  to 
answer  damages,  entitled  to  an  enquiry  as  to  the  loss  sustained 
by  him  through  the  deterioration  of  the  property  UQUer  the 
rcceiyer's  management. 


Whether  or  not  restraining  orders  will  be  made  under  the 
Act  of  1883  in  like  manner  as  under  the  Act  of  1869,1  cannot 
say ;  but  I  do  not  think  that  a  special  manager  will  be  made 
the  applicant  for  such  an  order,  or  liable  to  any  such  risks  as 
I  have  pointed  out. 

A  receiver  in  bankruptcy  on  his  appointment  will  proceed  to 
take  possession  of  the  debtor's  property,  taking  care  however 
not  to  interfere  with  property  in  possession  of  any  person  who 
has  acquired  a  paramount  title.  The  receiver  is  entitled  to  the 
custody  of  the  books  and  effects  of  the  debtor,  and  the  debtor 
or  any  other  person  having  the  previous  custody  thereof  on 
his  behalf,  shall  forthwith  deliver  the  same  to  the  receiver. 
Where  there  are  goods  and  effects  which  cannot  be  otherwise 
fully  secured  and  protected,  a  bailiff  should  be  placed  in  charge. 
In  the  case  of  household  furniture  where  the  receiver  has  no 
reason  to  suppose  that  the  debtor  will  act  dishonestly  actual  pos- 
session is  often  dispensed  with,  but  in  such  cases  the  receiver 
i  should  take  care  to  have  a  proper  and  complete  inventory. 
The  receiver  will  be  particular  to  enquire  of  the  debtor  as  to 
his  property,  and  first  as  to  any  moneys,  valuables,  or  securities 
for  mone^  or  property.  He  shoidd  also  ascertain  that  the 
property  is  properly  msured  against  fire.  If  he  finds  that 
there  are  any  contracts  of  value  which  ought  to  be  proceeded 
with,  or  effects  which  if  not  realized  will  cause  serious  loss  to 
the  estate,  the  receiver  should  report  the  facts  to  the  solicitor 
in  the  matter  that  he  may  apply  to  the  court  for  such  order  as 
may  be  necessary,  or  for  the  receiver  to  be  appointed  manager. 

Although  expenses  ought  not  to  be  incurred  by  a  receiver, 
without  an  order  of  the  court,  if  he  does  incur  expenses  they 
will  be  allowed  if  the  expenditure  was  beneficial  to  the  credi- 
tors, and  such  as  the  court  would  have  authorized.  In  the 
case  which  decided  this  point  the  payment  allowed  was  for  a 
valuation  of  the  debtor's  property. 

In  a  case  in  which  a  solicitor  induced  a  receiver  not 
to  interfere  with  the  business  of  the  debt(»',  but  allowed  him 
to  continue  to  carry  it  on,  it  was  held  that  such  interference 
with  its  officer  was  a  contempt  of  court,  whether  by  a  solici- 
tor or  any  other  persons.  The  >^olicitor  was  held  liable  for 
the  loss  Uirough  carrying  on  the  business,  and  an  account 
was  directed  to  be  taken  against  the  receiver  jointly  with  the 
solicitor. 

A  receiver  should  not  suffer  any  interference  with  his  duties, 
and  if  appointed  manager  he  ought  to  give  proper  supervision 
over  the  Dusiness.  A  party  appointed  receiver  and  manager 
employed  the  debtor  to  carry  on  the  business  and  from  time 
to  time  authorized  him  to  collect  moneys  for  payment  of 
wages.  Out  of  moneys  so  collected  the  debtor  applied 
several  sums,  amoimting  to  £53  8s.  lOd.,  to  his  own  use 
and  then  absconded.  The  receiver  was  held  to  be  liable 
and  ordered  to  pay  the  amount. 

In  re  BtuheU  the  receiver  and  manager  carried  on 
the  business  of  the  debtor,  who  was  a  tea  and  coffee 
merchant  in  London.  For  this  purpose  he  contracted  debts  to 
the  amount  of  £568.  He  applied  for,  and  obtained,  an  order 
on  the  trustee,  to  paj  these  debts,  but,  on  appeal,  the  decision 
was  reversed.  In  his  judgment,  Jessel,  M.K.,  said, "  As  to  the 
sum  claimed  for  the  price  of  goods  ordered,  no  doubt  the  re- 
ceiver was  entitled  to  be  indemnified  out  of  the  debtor's  estate, 
but  that  was  no  reason  for  making  a  personal  order  on  the 
trustee  to  pay  the  amount  If  a  receiver  and  manager,  either 
in  chancery  or  in  bankruptcy,  chose  to  advance  money  on  be- 
half of  the  estate  without  previous  authority,  he  could  only 
loc  k  to  the  estate  for  an  indemnity.  In  the  chancery  division 
the  practice  was  for  the  receiver  and  manager,  before  he  ad- 
vanced any  money,  to  apply  to  the  court  for  autiiority  to  do  so, 
and  he  usually  obtained  an  order  giving  him  five  per  cent,  in- 
terest on  what  he  advanced,  and  a  charge  upon  the  assets.  If 
he  made  the  advance  without  authority,  he  would  still  be 
entitled  to  an  indemnity  out  of  the  estate,  but  it  was  impossible 
to  make  a  pprsonal  order  for  payment  by  the  trustee.  The 
only  order  ivhich  could  be  made  against  the  trustee  would  bo 
that  he  should  pay  out  of  the  assets,  if  he  had  available  assets 
in  bis  hands."  In  this  case  the  court  gave  no  costs  against  the 
receiver,  because,  as  the  Master  of  the  KoUs  stated,  **  The  19 
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seemed  to  have  been  great  laxity  in  the  bankruptcy  practice, 
by  which  the  receivez  might  have  been  misled." 

Where  proceedings  have  been  institated  under  sees.  125 
and  126  K>r  liquidation  by  arrangement  or  composition  with 
creditors,  rule  262  of  the  bankruptcy  rules  1870,  provides  for 
the  appointment  of  a  receiver  and  nianager,  upon  the  nomi- 
nation of  a  migority  in  value  of  the  creditors,  and  "  where  any 
such  receiver  and  manager  has  been  so  appointed,  he  shall  in- 
Tcstigate  the  state  of  the  debtor's  affairs,  and  report  thereon 
to  the  general  meeting  of  creditors."  Although  there  is  no 
similar  direction  with  respect  to  receivers  appointed  by  the 
court,  and  the  form  of  order  1$  silent  on  the  point,  I  believe  it 
is  the  common  practice  for  all  receivers,  under  proceedings  for 
liquidation  by  arrangement  or  composiUon,  to  mvestigate  and 
report  to  the  creditors. 

In  most  cases  I  think  the  receiver  prepares  or  assists  the 
debtor  in  the  preparation  of  his  statement  of  affairs,  but  in  a 
case  which  came  before  Mr.  Daniels,  the  learned  judge  for  the 
I^eds  County  Court,  in  1877,  he  said,  **  It  is  no  part  of  the  re- 
ceiver's duty  to  make  out  the  debtor's  statement."  "The 
rrcctver  is  the  last  person  to  help  the  debtor— he  is  the  officer 
of  the  Court  to  take  possession  of  the  things  of  the  debtor 
until  his  affairs  come  before  his  creditors." 

If  a  petition  for  liquidation  is  presented  when  bankruptcy 
proceedings  luder  which  a  receiver  has  been  appointed  are 
X>ending,  the  court  will  not  appoint  another  receiver. 

Under  the  act  of  1883,  the  receiver  and  manager,  or  as  he  is 
called  in  the  act  the  ^  special  manager,"  virill  not  be  left  to  act 
entirely  on  his  own  jud^ent  and  responsibility,  or  on  that  of 
his  solicitor ;  for  he  will  be  appointed  with  '*  such  powers 
(including  any  of  the  powers  of  a  receiver)  as  may  be  en- 
trusted to  him  by  his  official  receiver." 

The  sole  power  of  appointing  a  special  manager  rests 
with  the  official  receiver,  "on  the  application  of  any 
creditor  or  creditors,  if  he  is  satisfied  that  tne  nature  of  the 
debtor's  estate  or  business,  or  the  interest  of  the  creditors 
generally,  require  such  an  appointment."  It  appears  to  me 
that  where  such  an  appointment  is  made  the  special  manager 
will  be  the  delegate  of  the  official  receiver,  to  the  extent  of 
the  powers  entrusted  to  him  by  the  order  of  his  appointment. 
If  this  view  is  correct,  any  proceedings  for  putt&ig  the  court 
in  motion,  either  for  the  protection  and  preservation  of  the 
bankrupt's  property,  or  to  prevent  or  restram  interference  with 
the  receiver  or  manager,  will  be  taken  by  the  official  receiver ; 
the  special  manager  referring  to  Mm  in  case  of  necessity. 

It  is  provided  that  '*  the  special  manager  should  give  secority 
and  account  in  such  manner  as  the  Board  of  Trade  may  direct. ' 
A  receiver  once  appointed  remains  receiver  until  he  is  re- 
leased by  the  court,  or  in  pursuance  of  a  statutory  enactment. 

If  the  suit  or  matter  in  which  he  was  appointed  has  been  de- 
cided and  come  to  an  end,  an  application  should  be  made  to 
the  court  to  discharge  Uie  receiver,  or  he  will  continue  in  office. 
Until  the  matter  is  ended  he  cannot  get  rid  of  his  office  or 
obtain  his  release  except  upon  reasonable  grounds,  or  upon 
the  terms  of  his  paying  the  costs  of,  and  consequent  upon 
the  appointment  of  another  receiver. 

A  receiver  will  not  be  ducharged  until  he  shall  have  re- 
ceived from  the  parties  interested  in  the  estate  the  balance 
that  shall  be  found  due  to  him  on  passing  his  accoimts.  In 
bankruptcy  the  court  may  cancel  the  appointment  of  a  receiver 
or  manager  at  any  time,  upon  the  application  of  the  debtor, 
and  of  the  creditors  upon  whose  apphcation  the  appointment 
was  made,  *and  of  any  creditor  whose  proceedings  may  have 
been  restrained,  or  if  the  court  shall  see  fit. 

A  receiver  is  liable  to  be  removed  by  the  court  for  any 
misconduct  or  irregularity  in  his  accounts,  or  in  passing  them, 
and  in  such  cases  he  may  be  deprived  of  all  remuneration  and 
made  to  pay  costs. 

A  receiver  appointed  under  the  Bankruptcy  Act  remains  in 
office  until  one  of  the  following  events  has  happened.  (I),  'Vhe 
appointment  of  a  trustee ;  (2),  the  registration  of  an  extra- 
ordinary resolution  for  composition  ;  or  (3),  thet  court  has 
ordered  his  release.  If  the  proceedings  fall  through  or  are 
discontinued,  the  receiver  remains  in  office  until  released  by 


an  order  of  the  court,  and  he  must  not  handover  any  property 
or  part  with  any  funds  in  his  hands  (except  by  order  of  the 
court),  until  he  has  been  released.  The  debtor  will  not  be 
allowed  to  sue  the  receiver  in  respect  of  any  claim  by  him. 

A  receiver  who  has  been  duoharged  and  does  not  pay 
over  the  balance  in  his  hands  as  directed,  is  liable  to  be 
ordered  to  pay  in  the  balance,  and  his  salary  and  interest  at 
5  per  cent,  on  both  sums,  as  well  as  the  costs  of  the  motion. 

When  the  duties  of  a  receiver  or  manager  are  concluded  by 
reason  of  the  appointment  of  a  trustee  in  bankruptcy  or  liqui- 
dation, he  must  render  his  accounts,  and  pay  or  deliver  over 
any  money  or  property  in  his  hands  to  the  trustee,  and  the 
receiver  must  attend  upon  the  trustee  at  such  reasonable  times 
as  the  trustee  may  require,  for  the  examination  of  the  ac- 
counts. • 

In  cases  of  composition  the  recover  must  account  to  the 
debtor. 

The  receiver  and  manager  being  an  officer  of  thie  court, 
his  bills  and  charges  are  subject  to  taxation,  including 
out  of  pocket  disbursements.  In  a  case  before  the  Court 
of  Appeal  the  receiver  had  charged  in  his  cash  account 
the  travelling  and  hotel  expenses  of  himself  and  two  persons 
whom  he  had  employed  to  inspecl  the  management  of  the 
business  at  the  various  shops  of  the  debtor.  The  trustee 
contended  that  these  payments,  which  amounted  to  £178,  were 
subject  to  taxation.  JesseU  M.R.,  said  that  he  could  not  ima- 
gine any  better  description  of  the  items  included  in  the  £178 
than  **  charges"  of  the  receiver.  **  The  rule  was  plain,  and  yet 
it  had  been  Doldly  argued  that  as  regarded  a  receiver,  rule  5 
was  to  be  limited  to  his  remuneration.  But  in  the  rule  the 
charges  of  a  receiver  were  lumped  together  with  those  of 
solicitors  and  others,  and  it  was  well  known  that  the  bills  of 
solicitors  were  liable  to  taxation  as  to  the  ditburumtrUa  out  of 
pocket  charged  by  them." 

Where  a  receiver  or  manager  has  been  appointed  under  a 
bankruptcy  petition  which  is  afterwards  dismissed,  the  peti- 
tioning creditor  '*  shall  pay  such  costs  of  the  receiver  or 
manager  as  the  court  may  direct." 

In  bankruptcy  or  liquidation,  if  the  receiver  is  continued  as 
trustee,  his  remuneration  as  trustee,  at  the  rate  determined  on, 
shall  commence  as  from  the  date  of  his  appointment  as  re- 
ceiver. 

Where  the  receiver  or  manager  is  not  continued  as 
trustee,  or  is  continued  but  without  remuneration,  he  shall  be 
allowed  out  of  the  estate  such  sums  for  his  services  as  the 
taxing  officer  of  the  court  shall,  having  regard  to  the  views  of 
the  trustee  and  committee  of  inspection  (if  any)  thereon  think 
fit. 

In  composition  cases  the  debtor  vrill  be  liable  to  the  re- 
ceiver for  his  charges  subject  to  taxation.  But  if  the  debtor 
gives  to  the  received  security  for  an  amount  agreed  between 
them  vrithout  taxation,  the  court  has  no  jurisdiction  aft^- 
wards  to  direct  the  taxation  of  such. charges  or  to  set  aside 
the  security. 

A  receiver  or  manager  vrill  not  have  any  lien  for  his  re- 
muneration on  any  money  or  propertv  which  may  come 
into  his  hands,  but  he  will  be  entitied  to  have  what  is 
found  due  to  him  paid  next  after  the  costs  of  realizing 
the  estate. 

A  receiver  may  be  allowed  a  reasonable  remuneration  for 
services  rendered  by  him  prior  to  the  filing  of  the  petition. 
If  the  assets  are  insufficient  to  pay  his  charges  he  can- 
not complain,  or  impugn  the  conduct  of  the  trustee  for 
having  wasted  them. 

He  cannot  interfere  in  the  winding  up  but  must  wait  for 
his  charges  until  there  are  funds  in  hand  to  pay  them. 

A  special  manager  appointed  imder  the  act  of  1883  is  to  re- 
ceive such  remuneration  as  the  creditors  may,  by  resolution, 
at  an  ordinary  meeting  determine,  or  in  default  of  such  reso- 
lution as  may  be  prescribed.  What  will  be  prescribed  vrill 
be  known  when  the  rules  and  orders  under  the  Act  are 
published. 

A  receiver  of  an  insolvent  estate  holding  proxoies  of  a  statu- 
tory majority  of  creditors,  refused  on  the  last  of  three  days 
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after  the  general  meeting  to  sign  the  composition  resolutions 
which  had  been  duly  confirmed  unless  the  costs  which  he  had 
incurred  in  the  management  of  the  estate  were  paid  or  secured. 
He  had  not  had  his  costs  taxed. 

Aa  agreement  was  thereupon  entered  into,  between  the 
receiver  and  the  solicitor  to  the  debtor  guaranteeing  the  pay- 
ment of  the  costs.  In  an  action  upon  this  agreement  a  yerdict 
was  found  for  the  amount  claimed  by  the  receiver.  In  a  rule 
for  a  new  trial,  or  to  enter  judgment  for  the  defendant,  on  the 
ground  that  the  agreement  was  illegal,  Justices  Groye  and 
Smith,  in  the  Q.B.  Division,  held  that  as  this  was  no  fraudu- 
lent bargain  by  which  a  creditor  obtained  an  advantage  over 
other  creditors  in  a  composition,  the  plaintiff  was  entitled  to 
recover.  The  work  had  been  done  by  the  plaintiff  for 
the  btiie£l  of  the  debtor  and  creditors,  aad  there  was 
no  duress  in  obtaining  the  s^teement  protecting  his  rights. 

A  trustee  in  bankniptcy  has  in  conjunction  with  his  other 
powers  those  of  a  receiver.  The  latter  part  of  section  20  of  the 
Act  of  1869,  provides  :  *<The  trustee  shall  in  relation  to  and 
for  the  purpose  of  acquiring  or  retaining  possession  of  the  pro- 
perty of  the  bankrupt,  be  in  the  same  position  in  all  respects 
as  if  he  were  a  receiver  of  such  property  appointed  by  the 
Court  of  Chancery,  and  the  court  may,  on  his  application,  en- 
force such  acquisition  or  retention  of  property  accordingly." 
This  clause  in  with  slight  verbal  alteration,  and  the  substitu- 
tion of  the  High  Court  for  the  Court  of  Chancery,  re-enacted 
in  Section  60  of  the  Act  of  1883.  The  official  receiver  created 
by  that  act  will  be  an  officer  of  the  court  having  the  powers 
and  duties  of  a  receiver,  with  other  powers  and  duties  imposed 
by  the  act,  of  a  varied  and  extensive  character.  Section  68, 
(1)  says  :  **The  duties  of  the  official  receiver  shall  have  relation 
both  to  the  conduct  of  the  debtor,  and  to  the  administration 
of  the  estate."  It  is  not  within  the. scope  of  my  paper  to  enter 
into  a  consideration  of  the  special  duties  of  official  receivers  as 
defined  by  the  fiankru^jtcy  Act,  1883,  but  I  may  say  that  they 
stand  out  prominently  in  the  act  as  the  agents  and  officers  of 
the  Board  of  Trade,  m  the  several  districts  assigned  to  them. 
The  extensive  duties  and  powers  with  which  they  are  invested, 
and  the  oversight  of  persons  and  proceedings,  will  give  them 
power  to  control  and  regulate  to  a  great  extent,  the  working  of 

the  act. 

To  sum  up  shortly : 

The  receiver  is  an  officer  of  the  court  by  which  he 
is  appointed,  and  must  act  strictly  in  accordance  with 
the  terms  of  the  order  appointing  him,  and — if  appointed 
under  any  particular  act— with  the  provisions  of  the  act 
under  which  the  appointment  is  made,  he  must  use  duo 
diligence  to  perform  the  duties  of  his  office,  and  to  protect 
and  preserve  the  property  over  which  he  is  appointed.  He 
must  act  with  perfect  impartiality,  and  suffer  no  interference 


in  the  discharge  of  his  duties.  He  should  render  his  accounts 
duly,  and  the  final  account,  when  the  object  for  which  be  was 
appointed  is  at  an  end,  and  he  should  see  that  he  is  then  pro- 
perly discharged  and  releas^^d  from  his  office. 

I  am  conscious  of  many  defects  in  my  paper,  but  I  trust 
that  it  will  provoke  discussion,  and  that  you  will  not  fail  to 
call  in  question  any  statement  which  you  think  is  incorrect,  or 
opinion  with  which  you  do  not  agree  I  hope  also  that  any 
points  which  I  have  omitted  or  not  made  clear,  will  be  brought 
out  in  discussion. 

Mr.  Best  said  that  Mr.  Shuttle  worth  in  his  paper  stated  that 
a  recover  had  no  lien  for  remuneration  on  any  money  or  pro- 
perty in  his  hands.  He  asked  whether  a  receiver  would  not 
have  a 'lien  for  his  remuneration  where,  under  a  liquidation 
petition,  no  resolutions  were  passed,  and  the  proceedings  fell 
through. 

Mr.  Shuttle  worth  in  reply  said,  that  in  such  a  case  the  re- 
ceiver would  remain  receiver  until  discharged  by  the  court, 
and  could  only  be  required  to  deliver  up  possession  as  the 
court  directed.  The  court  would  not  order  the  receiver  to 
give  up  to  the  debtor  property  in  his  hands  until  his  proper 
charges  and  the  balance  of  his  account  (if  any)  due  to  him  had 
been  paid  or  provided  for. 

In  reply  to  remarks  made  by  Mr.  Oill  on  the  subiect  of 
*•  Receivers  in  Chancery,"  Mr.  Shuttlewotth  said  that  he  had 
endeavoured  in  his  paper  to  state  the  general  principles  which 
should  govern  the  action  of  receiver.",  and  to  illustrate  those 
principles  by  reference  to  decisions  bearing  upon  them.  He 
said  it  was  not  possible  in  any  paper  to  define  the  duties  to  be 
performed  in  particular  cases. 

A  vote  of  thanks  to  Mr.  Shuttleworth  for  his  able  psper, 
proposed  by  Mr.  Hariy  Short,  A.C.A.,  seconded  by  Mr.  A.  J. 
booth,  and  supported  by  Mr.  W.  G.  Hawson,  F.C.A.,  and  the 
President,  was  carried  with  acclamation. 


INSTITUTE  OP  CHAKTERED   ACCOUNTANTS 
IN  ENGLAND  AND  WALKS.     • 

Answebb  to  Qoestiokb. 


FINAL    EXAMINATION—JCNE,    1883. 


I 


BOOKKEEPINO.  • 

1.  An  Account  is  a  statement  of  the  transactioDS  between 
two  or  more  persons  or  things. 

2.  (a)  Gross  Profit  is  the  result  of  transactions  before  the 
gcficrsl  expenses  of  the  undertaking  are  deducted,  (b)  Ket 
Profit  is  the  net  result  of  an  undertaking  after  deducting  all 
expenses,  depreciation,  and  loss.  The  Gross  Profit  is  shown 
in  Account  a.    1  he  Ket  Profit  in  Account  6. 


Db. 


(a.) 


TRADING  ACCOUNT. 


Cr. 


1888. 


Jan. 
June 

If 
tt 
II 

1* 
It 


1 
80 

II 
It 
II 
11 
i» 
11 


II 
II 
I* 
>i 
II 
II 


To  Stock 

Purchases,  •     ••     t«     •• 

Wages       •• 

Departmental  Salaries  •  • 
Proportion  of  Bent . .  . . 
Maintenance  of  Machinery 

Carriage 

Profit  and  Loss  Gross    . . 


II 


1000 
lOOOO 
20000 

1000 

2oo; 

4001 
1400' 
6000 


0 
0 
0 
0 
0 
0 
0 

e 

0 


0 
0 
0 
0 
0 
0 
0 
0 


0 


1883. 
June    30 


II 


II 


By  Sales..  .. 
„  Carriage  . . 
„  Stock  forward 


Db. 


(6.) 


40000' 
PROFIT  AND  LOSS  ACCOUNT. 


37500 

500 

2000 


0| 
0 

0 


0 
0 
0 


40000.  0   0 
Cb. 


1883. 
June    30 


II 


II 
II 
II 


If 

|i 
ti 
II 
fi 


To  Management  Expenses,  including 
Stationery,  <Sko.,  proportion  of  rent,  &c. 
To  Discount  and  Interest 

Depreciation  of  Lease 

Bad  and  Doubtful  Debts       .  •     . . 

Law  Costs 

Balance  net  profit 


II 
II 
fi 


« ■ 


II 


•  fl 


t  • 


i,s8;j. 

1 

June 

2500 

0 

0 

250 

0 

0 

100 

0 

0 

150 

0 

0 

115 

0 

0 

2885 

0 

0 

GOOU 

0 

"o! 

By  Trading  Account,  Gross  Profit 


6000 


0    0 


6000.  Oj  Q 


DicmMB  r,  1883.     THE  AOOODNTANTS'  STUDENTS'  JOURNAL. 


3,    Doable  Enti7  U  a  (Tstem  ot  booUceeping,  the  principle 

of  which  IB  thkt  in  some  ihftpe  or  ftuotber  a  oonaUrbaluiM 
must  be  provided  lor  the  record  of  eTery  trBDsaetion,  For  in- 
BtiDce,  if  10  persons  are  charged  vith  goods  smoiintLDg  in  the 
Dggregste  to  £1,000,  the  con  uter' weight  is  proTided  in  "  Goods 
Ai.'coaat"  by  a  credit  of  lile  amount;  it  such  10  persons 
givn  their  acceptances  for  the  goods  so  sapptied,  (bey  are 
credited  therewith,  and  the  eonnter-weigltt  ia  lonod  in  "  Bills 
IL^fivable  Acconnt,"  which  u  debited  with  tbo  total  of  the 
accoptancea  bo  received.  The  object  at  thie  Bjatom  is  to  obtain 
a  perfect  coolral  over  tho  nndertaliing  aod  of  every  section 
iJiL'reof,  to  ensure  proof  of  every  transaction,  and  to  be  able  Co 
a'iciirtain  clearly  and  distinctly  every  aoorce  of  profit  and  loss. 
1.  Bills  of  Exchange  are  (as  tlieir  name  implies)  instm- 
menta  ot  a  negoliable  character  transferable  from  band  to 
lisnd  by  special  or  blank  endorsement.  They  are  covenants 
bj  the  acceptor  (if  draftB),  by  the  creator  (if  promissory  notes), 
lo  pay  at  a  given  time  a  specified  snm  of  money  to  a  particular 
person  or  "  his  order."  If  the  words  "  or  order"  are  omitted 
lliey  are  Dot  "  oegoliablti  inHtrnments,"  and  most  be  claimed 
bj'  the  person  designated  therein  as  the  payee. 

ExuiFLB  01  A  Bill: — 
No.  132.  £500  0  0   due  4th  Scpt./g3.    London,  1st  Jane,  18S3. 
Three  montha  after  data  pay  to  Messrs.  Sansson  &  Co. 
or  tbeir  order  the  sum  ot  Five  Hondred  Poond*  toi 
value  in  occoont. 

(Signed)       J.  Tbcstwobuh  4  Co. 


To  Hesirs.  Tielgeld  to  Son, 

Frankfort  o/H. 
In  case  of  need  with 
Messrs.  Ehrenvoll  k  Beobt, ' 
Halle  a/S. 
Ibe  Bcoeptanoe  (written  oerou  tbs  BiU)  U  In  the  foUoviug 

J'  Accepted  payable  at  the  Comptolr  d'Eseomple,  Paris. 

"  ViBLOBUl    4    SOHN." 

Snob   BUI  wonld  probably   bear  oa   the   back  soms   sncb 
endotsement  as  follows  ;— 

An  die  Order  der  Herren  Gierig  ft  Sobn. 

(Signed)        Sansson  3c  Cie. 
A  rordre  de  11.  U.  Orandsao  et  fils. 

(Sigaed)        Oierig  ft  Sobn, 


XLUtnM  or  1  FBOKIBBOBT  XOTB, 

So.  1S3. 

£200  0  0  doe  1th  B«pt,  13S3.    Liverpool,  lit  June,  1S83. 
Three  DMntbs  after  date  I  promise  to  pay  to  Mr- 
ThonRsEasyororderthesnmMTvo  Hnndred  Foundi 
for  valae  received. 
Payable  at  tfas  National 
Provincial  Baok  of  Bogland,  Huoa  L  Owe. 

Liverpool  Branch. 
vhicli  at  the  back  would  bear  the  endorsement  "  Thos.  Easy." 


BILLS  RECEIVABLB  ACCOUNT. 


1883. 
Jan.      1 

To  Balance  down,  7  to  B-and  9  lo  11 . . 
„  Arton                                12  to  18.. 
,.  Brown                                        U.. 
..  Cade                              15  to  17.. 
■      ,.  Dane                                          is.. 
„  Eame                                         19.. 
..Feind                                         20.. 
..  OaU                                       21.. 
..Hayes                               22  to  23.. 
..  Jonet"                              24  to  25.. 

ToBaluicedowii,  2lto25 

ia 

fi 
% 

le 

2 
13 

23 
t 
13 

21 
30 

S 

120 

!  100 

1    400 

j    310 

110 

to 

200 
100 
200 
100 

leo 

800 

0 
0 

0 

c 

0 
0 
0 
D 
0 
0 
0 

30 

„      „    lOandlt      

0 

25 

„      „    12  and  13        

0 

IE 

AprU     G 

„      „    ISandie      

0 

May     i: 

„      ..    20 

„  Balance  forward  21  lo  25      ..     .. 

0 
0 

Jol;       1 

,2640 

0 

0 

BIIX3  PATABLB  ACCOUKT. 


To  Cash  IS  and  19 

„  „  30      

„  „  21      

„  „  17 

„  „  25aQd2S b    ! 

„  „  22  and  34 

„  „  27      

„  „  80       

„  „  S8band)l,33       „     . 

„  „  84      

„  „  29      _ 

„  „  33,  SSaodSS d 

„  Balance  forward  37  d,  and  47 


By  Balanoedown,  17  to  21.. 

„  Saadries  22  to  38    ..  .. 

39to8a    ..  .. 

astosr  ..  .. 

„        tSto40    ..  .. 

„        „        41  to43;  ..  .. 

44to47    ..  .. 


Pair      I    B;  BaUn«4  down,  37  to  47  . . 
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CASH  ACCOTTKT  FOB  MONTH  OF  JAKUABT,  1863. 


BaoaiplB. 

Fo. 

FarnentB. 

Fo. 

Diaooimt 

Home  i 

o-h. 

Bank. 

let 

To  BalftnM  from  SI 
December.  1882.. 

5fl 

Ulott,T.-..     .. 

1 

1 

0 

0 

20 

0  0 

Snd 

„  AduDiACo.    .. 

a 

7 

11 

r 

( 

23C 

f 

0 

an 

„  Browne  4  Co.  .. 

M 

□hulM,J.  .. 
Daris,  B 

1« 

5 

ic 

( 

I(K 

f 

0 

Rth 

„  Bank  Contra    „ 

A 

S2 

I 

u 

I 

81 

1  ( 

„  Caney.W. 

15 

HoQBe  Contra.. 

A 

!( 

< 

0 

Gth 

„  DaraeU,  F.      .. 

n 

Ernest,  W.      .. 

m 

1 

0 

8th 

.,  Ewy.  A 

„  Hooio  Coutu  . . 

28 

n 

Bank  Contra  .. 

130 

0   0 

1A 

0 

0 

10th 

No.  12 

131 

J.  Laves,  Bent 
leu  I.  Tax     .. 

tn 

17 

1 

» 

11th 

Do.         No.  143 

131 

SalBrieaftWagei 

11 

> 

12th 

„  Fielding,  C.       .. 

Kt 

BiUBpaTab1s3S/l 

133 

HI 

f  1 

3« 

( 

0 

Blrt 

..CaahaalM       .. 

134 

ISO 

13 

I 

9 

m\ 

,.  Gale,A.     ...  .. 

11 

Fftt9,B 

33 

( 

1 

1 

li 

(  n 

29th 

„   Billl     BMBiVftbiB 

No.  IG 

1S1 

Gamer,  D.  .. 
Balariei  ftWagea 

34 

130 

0 

10 

e 

28 
14 

0   0 

13   3 

„  HouBO  Contra  .. 

13'/ 

( 

() 

Slat 

ancetraneterred 

185 

Bank  Contra  .. 
BalanoeE  to  let 

Febrnary 

U 
63 

7U 

10 

0   3 
6    3 

83 

7 

3 

16 

0 

» 

263 

2:  6 

146a 

0 

0 

Cai^tal  la  the  amoout  of  money  valne  inTetted  in  an  under- 
taking pliu  aeenmnlatloiM,  minn*  iritbdrairala  or  loiaei.  If  a 
nan  iUTeet*  £5,000  in  a  boaineM,  the  ntt  profits  of  vhiob  are 
£500,  imd  he  apendi  £300  thereof,  hii  capital  li  InereaMd 


Dit. 


(ANSWEB  7.) 


££,200.  If  making  £600,  he  ipendi  £700,  bia  capital  ii  redueed 
to  £4,800. 

In  a  joint  atodc  undertaking  the  capital  ii  repreMnted  by  the 
number  of  ifaarsi  Enbtciibed  for. 

For  examples  ue  Auven  8  and  10. 


CABH  ACCOUNT. 


Oa. 


IBH3. 


ToBalance 

„  B.  oontribntion  to  J( 

T«itnre,  Wool   . . 

„  Wool  Joint  Advent 

oonnt  prooeedg  ... 


By  S.,  Y.  and  Co.  remitted 
aooonntWool   ..     .. 

„  Wool  Joint  AdventQie  Ac- 
count Charges 

„  Wool  Joint  Adventare  Ao* 
oonnt  InBoranoe       , ,     , . 

„  ^PNo.l7 

„  B.  I  profit  on  Wool  Joint 
Adventare  and  Fiiueipal .. 

„  Balaaoe  forward 


f,  9SiH  AfBiL,  18SS. 


* 

Wool  Joint  Advcnlute  (with  B.)Aocount        

..        .n. 

1 
3 

2 
6 

e 

13500   0 
SEOO  0 
18O0  0 

600  0 

0 

8500 

0 

600 
600 

0 

600 

Oi 

0   0 

Pntobkae  of  WooU  aa  per  sccoonts  dated Jth  Haroh,  1883 

1 

X.,T.4Co 

■•         - 

0   0 

4 

WoolJoint  AdTentoro  (with  B.)  AoOMint        .7       

..    ■     Di. 

0  0 
0   0 

6 

Profit  and  Losa 

..         D«. 

0   0 

1 

Balanoe  tranateired         

Dn.                                                              X.  T.  A  Co.,  Adeldde. 

1883. 

ToCaahonAooonnt.,     .. 
ToB/P.No.17 

.1 

15 

10000 

seoo 

0 
0 

0 
0 

1883. 

April  se 

ISfiOO 

» 

AprU2« 

0 
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No.  8.    169 


2        Db. 

1883- 

May  17 


B. 


To  Gash 


1 

1 

5600 

0 

0 

^600  0  0 

,    1883. 
Jan.  18 

May  16 


Cb. 


By  Gash  oontzibntion  to  Joint 
AdTentnie      ••     ••     •• 

By  i  profit  on  Wool     .•     •  • 
5600    0    0 


5000 
600 


0 

0 


0 
0 


8        Db. 
1888. 
April  21 

4        Db, 

1883. 
April  25 

H 

M»y"l7 


To  Cash,  No.  17    • . 


• .     •  • 


BILLS  PAYABLE  ACCOUNT. 

(•     1888. 
8500  10  10    April  25 


Cb.        3 


-)i 


By  X.  Y.  &  Co.,  No.  17 


•• 


15 


8500 


WOOL  JOINT  ADVENTUBB  (with  B.)  ACCOUNT. 

1883. 


Cb. 


To  X.  T.  ft  Co.  CoBta   . 
„  Cash  eharges 


„  Cash  Insurance.. 
„  B.  }  profit 
„  Profit  and  Loss  }  do 
16750    0    0  — 


16 

13500 

0 

0 

1 

760 

0 

0 

1 

300 

0 

0 

600 

0 

0 

^^^^ 

600 

0 

0 

May  16 


By  Cash  prooeedB. 


-1570    0    0- 


15750 


5       Db. 

1883. 

Hay  17 


6       Db. 

1883. 

May  17 


To  Capital  Aooonnt 


PBOFIT  AND  LOSS  ACCOUNT. 

h     1883. 


.  f     .  • 


16 


600 


May  17 


By  Wool    Joint   AdTentarej 
Aooonnt     


600 


Cb.      M 


0 


CAPITAL  ACCOUNT, 


To  Balance  forward 
5660    0    0- 


.  •     • . 


5650 


1883. 
Jan.  1 
May  17 


By  Balance    ••     ••     ••    ^ 

„  Profit  and  LoM       ••     « 
-. 6650    0    0< 


THE  JOINT  STOCK  BHiPPINa  COMPANY,  LIMITBD, 
BALANCE  SHEET  AT  30rB  JUNE,  1883. 


To 


LlABILITIBB. 

Creditors  on  Mortgage  at  7  per  cent. 

5  per  cent.  Debenture  Holders        •  • 

Creditors^ 

OnAooeptanees  ..     ••£15000    0    0 
On  Open  Account      ..      3000    0    0 


ft 


• .     •  •     . . 


Creditors  on  Loans    . .     • , 

Insurance  Fund ^ 

Shareholders — 

10  per  cent.  Dividend  on  Capital 
Paid-up  Capital  aa  per  Capital  Account. . 
Profit  and  Loss — 

New  Account,  undiyided  profits . .     • . 


10000 
10000 


18000 
20000 
10000 

5000 
23600 

16000 


0 
0 


0 
0 
0 

0 
0 


0 
0 


980001    0 


0 
0 
0 

0 
0 


Absbts. 
By  Pn>perty  in  Ships— 

At  Cost £42000    0    0 

Less  15  per  cent,  depro* 

dation 6300    0    0 


„  Shares  in  Ships,  Tiz.—  , 

BS.  "  Anna,'*  13/64th  •  •    £9000    0    0 
ss.  "  Lady  Jane,"  29/64th  15000    0    0 

„  Freehold  Premises— 

At  Cost— full  value 
,,  Leasehold  Premises— 

At  Cost        £2500    0    0 

Less  10  per  oent.  depre- 
dation         250    0    0 


••     •      ••     • • 


„  Machinery,  Plant  and  Utensils— 

At  Cost      £10000    0    0 

Less  16  pear  cent,  de- 
preciation   ••    ••      1600    0    0 


„  Stores  and  Ptovisions— 
At  Cost 

„  Cash  at  Bankers 
•    In  hand 


•  •     . . 


•  • 


£4500 
450 


0    0 
0    0 


„  Preliminary  Expenses    . .    £2000    0    0 
Lees  written  off,  20  per 

oent.     ••     ••     ••       400    0    0 


„  Debtors— 

On  Freights £8000    0    0 

On  Charters       ••     ••      4000    0    0 


85700 

24000 
8000 


2250 


8500 
6000 

4950 
1600 

i 

12000 
98000 


0 
0 


0 
0 


0 
0 


0 
0 


0  i  0 
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CAPITAL  ACOOrNT. 


To  Nominal  Capital— 

10000  Shares  ol  X5  eaoh 


•  •     •  • 


50000 

0 

0 

50000 

0 

0 

By  AmouDt  onoalled,  £2  lOs.  per  Share  . .  . . 

By  Calls  in  Arrears,  yiz. : — 

On  let  Call        £500    0  0 

On2ndCaU      1000    0  0 


By  Paid  ap  Capital  to  Balance  Sheet 


.  • 


25000 


1500 
285»0 


50000 


) 
0  '  0 


0 
0 


0 


0 
0 


PBOFIT  AND  LOSS  ACCOUNT. 


»t 


•9 

n 


To  Balance  brought  down      

Bent  of  Leasehold  Premises,  less  Licome 

Tax 

Salaries,  Managerial  and  other  Expenses, 

Head  Office 

Management   and    other    Expenses   at 

Wharf  and  Warehonses     

Brokerages I 

Insurance  on  Shares  in  Ships  • .     . . 

Interest  on  Mortgages       

„        Debentures 

„         Loans   • 

„  Depr$eUKtum,  viis. :    * 

7^  per  cent,  on  Ships      . .     . . 
6  per  cent,  on  Leaseholds 
7}  per  cent,  on  Machinery,  &e, 
10  per  cent.  Petty  Expenses    . . 

Insurance  Fund         

10  per  cent.  Dividend  on  Capital    . . 
Profit  and  Loss  New  Account,  forward 


It 

t» 
II 
It 
II 
ti 


•  • 


22674 


500 

0 

• 

243 

15 

1205 

5 

1800 

0 

650 

0 

550 

0 

700 

6 

500 

0 

800 

0 

8150 

0 

125 

0 

750 

0 

200 

0 

6000 

0 

5000 

0 

1500 

0 

0 
0 
0 
0 
0 
0 

0 
0 
0 
0 
0 
0 
0 


By  Freight  Account  •  • 
„  Charter  Account 
„  Insurance  Premiums 
„  Betum  Brokerages 


16510 

6000 

27 

136 


0 

0 

?10 

10 


22674 


0 
0 
0 
0 


A  *' trial  balance  "  is  obtained  by  taking  out  all  the  debit 
and  credit  balances  contained  in  the  ledger  andladding  thereto 
the  balances  in  the  cash-book  (that  is,  when  cash  and  bank 
accounts  are  not  kept  in  the  ledger). 

It  differs  from  a  balance-sheet  in  various  ways.  It  is  made 
out  to  prove  the  correctdess  of  the  postings,  and  the  balances 
are  placed  on  the  same  sides  as  they  appear  in  the  ledger. 

It  is  taken  out  priot  'to  making  the  transfers  necessary  to 
ascertain  the  profit  or  Iobs. 


In  Answer  10  specimens  are  given  of  "  trial  balances  **  prior 
to. adjustment  and  after  adjustment  of  accounts. 

A  balance-sheet  shows  the  results  of  the  undertaking  in 
condensed  form.  In  a  balance-sheet  the  figures  stand  on  the 
opposite  side  to  that  on  which  they  appear  in  the  ledger, 
because  they  are  the  result  of  the  balancing  or  cUning  entries, 
and  not  of  the  reopening  entries. 


Db.        (Answer  10.) 


CASH  ACCOUNT. 


Cb. 


1883. 

Jan.    1 

.,     16 

„     18 

I,     30 


1883. 
Feb.    1 


To  Sundries      

„  Hall<fi;Co 

„  Brown .. 

„  G.  N.  B.   Stock,   £1000  ^ 
118  per  cent, 


To  Balance  down 


J.  I. 

2500 

1700 

760 

1180 

0 
0 
0 

0 

0 
0 
0 

0 

1883. 
Jan.  6 

ti    II 
„   10 

,*   20 
„   23 

6 
7 

13. 

•1   i» 

II   II 

• 

II   i» 
11   24 

1 

0 
17 

0 

1.   31 

6130 
1457 

8 

By  H.  Boyd       

WilUamson* 

Goods  Account 

Drawing  Aocount  *      . .     . . 

Charges  Accouat 

Bent  Account      

Salaries  Account        . .     . . 

Trade  Fxpenses 

G.  N.  B.  Stock,  £1000  ^ 

122  per  cent 

By  Balance  to  1st  Feb 


II 
II 
II 
II 
II 
II 
II 
}i 


2 

*  500 

0 

4 

750 

0 

3 

1018 

6 

8 

550 

0 

9 

300 

0 

10 

125 

0 

11 

50 

0 

12 

158 

16 

13 

1220 

0 

2 

1457 

17 

6130 


0 
0 
0 
0 
0 
0 

4 

0 

8 
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LONDON,  Itt  JAMDABT  1SS3. 


0 
0 
2 

1 

4 

0 
5 

0 
3 

H 
3 

0 
7 

8 
U 

0 
Oi 
,1000   0 
iSOO   0 

0 

;aooo  0 

0 

eoo  0 

.1 

asoo  0 

6'          ' 
303SH 

1    : 

0          1 
1600   0 

c'      1 

Otfod*  Aoooant  m  per  InTcotor; 

^        - 

Tlr 

add  Book  InYMtorj,  No.  2         .. 

■■        ■ 

n. 

QroH  Profit  tmutured 

LONDON.  31et  JANUABT  IB83. 


ProfltaiKl  Lou 

To  Bondrics  

ChaiBM  Aooonnt 

Bent  Aoconnt         

Sklutee  Aooonnt 

Tnde  ExpouM  AoMimt 

Qreat  Norlhem  Ballmj  Stock  Aoooont 


Pradt  kud  Lon 

To  Drawing  Acooont 

Net  Froflt  tntDifemd 


Dnkwiog  Aoooont  ..'         

To  Capilml  Aoooont  

Baluioe  tiknifeirad  being  (Tneipended  Bevenoe  .  • 

CAPITAL  ACCOUNT. 


125   0   0 

60'  0   0 

ISn.lG   4 


Jul, 


'a  BaUnoe  forward 
4SS7  12    2 


B;  8aDdries  . .  . . 
Draving  Acooont 
4B<>7  11     3   . 


Z       Dm. 

laas. 

'«a.      6  To 


CaA     

Balwica  forwud ... 
1000    0    0- 


H.  BOTD,  1  High  Street,  DolgeUj,  Noitb  Wales. 
By  Snndries      .. 
lOCO    I 


aBondries       ..     ...' 
,  WilkioBon  A  Co. . . 

,  Cash      

,  P.  A  Sons     . .     . . 

7429  14    6 

To  Balance  down  .... 


..J.  1,  3000 

..    „  ;  2000 

..         I,    1018 


Feb. 
OOODB  ACCOUST. 

18B3. 


ISB^Hall       

161  ,,  Urown 

31   „  Balance  St>ck  lorward 


1,  2i00  0  0 
1.  3036  14  6 
0       0 
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4       Dr. 

1883. 
Jan.      6 
8 
81 


•I 


To  Cash 

„  B./P.  Na  1  ..  ., 
„  Balanoe  forward . . 

2000    0    0 


1 
J.  1 


760 
600 
600 


WILEINSON  &  CO. 

1883. 


Cb. 


0 
0 
0 


0 
0 

a 


Jan.      6 


1883. 
[Feb.      1 


ByGooda 


2000    0    0 


Db; 


5a       Db. 

1883.   I 
Jan.    18  To  Brown,  No.  1 


••     • •    •• 


By  Balance  down     «•    ••    •. 
BILLS  PAYABLE  AGOOUKT. 

I       I       |jan.    '  ejBy  WOldDflon,  No.  1 
BILLS  BECBIYABLB  ACCOUNT. 

J.  ill  1500  I    0  I    0. 1  I 


J.  1 


2000 


■  •     •  • 


6       Db. 

1888. 
Jan.     12 


1883. 
Feb.       1 

7       Db. 

1883. 
Jan.     16 


To  Goods       •     ... 

2500    0    0  -«— — 


To  Balanee  down  • »    •  • 


•  • 


J.  1 


2500 


800 


HALL  &  Co. 

1883. 

^an.     15 

.,        31 


By  Cash 

„  Balance  forward 
2500    0    0 


* .     • 


To  Goods 


8086  14    6 


1883. 
Feb.      1 

8       Db. 

1883. 

Jan.     20 

..        81 


To  Balance  down 


J.  1 


3086 


786 


14 


14 


BBOWN. 

1888.   ) 

6  iJan.    18 

18 

31 


6 


ft 


By  Cash  ••     ..     ••    ««     .. 
yi  B/B  No.  1 .  •     •  • 

„  Balanee  forward 
8036  14    6 


••     • . 

•  •  •  a 


1 
J.      1 


DBAWING  ACCOUNT. 


To  Cash 

„  Capital  Acconnt 
737  12    2 


• .     ft. 


1 
J.  2 


550 
187 


I        I    1883.   I 
0      Oban.    31     ByP. d;L.     ••    ••    ••    .. 

12    2  r 

1 737  12    2 


0       Db. 

1883. 
Jan.    23 


To  Cash 


CHABGES  ACCOUNT. 
800  I    o]    o|jan.    311    ByP.^sL.     {j.  21 


10   Db. 

1883.  I  I 

Jan.  28  To  Cash 1 


125 


11   Db. 

1888. 
Jan.  28 


12   Db. 


To  Cash 


BALABIES  ACCOUNT. 
50)    0      0|Jan.    8l|    By  P.  ft  L 


J.  2 


1883. 


650       0 
Cb. 

600  I    0 
Cb. 


5 


0 
5a 


Cb. 


1700 
800 

0 
0 

0 
0 


Cb. 


750 

0 

1500 

0 

786 

14 

• 

0 
0 
6 


Cb. 

8 

737 

12 

2 

Cb. 


800 


BENT  ACCOUNT. 
0|    0|Jftn.    Sl|    By  P.  ft  L J.  2     125 


Cb. 

0 
Cb. 

50  I    0 
Cb. 


Jan.    28    To  Cash 1 


TBADE  EXPENSES  ACCOUNT. 

I    158.1  16  (    4ljan.    8l|    ByP.ftL.     ••     ..     .•     ,.^21     158     16 


13       Db. 

1883. 
Jan.    24 


GBEAT  NOBTHEBN  BACLWAT  STOCK  ACCOUNT. 


Cb. 


To  Cash  £1000  at  par .  •    » . 
-,_  1220    0    0  ^— —■ 


1220 


14       Db. 

1883. 
Jan.     81 
81 


ti 


ToSnndries  ••     ••     •.     ,. 
„  Drawing  Aoconnt   •  •     • . 

:  Uil       8       6  > 


J.  2 
2 


678  I  16 
787  I  12 


tl883.   I 
an.    m   By  Gash  £1000  at  par..    ,. 
1 1220    0    0  ■ 

r  LOSS  ACCOUN 

11883.   I 
an.    81    By 
— L 


1180 
40 


0 
0 


PBOHI  AND  LOSS  ACCOUNT. 

Goods  AeooTint 
1411    8    6 


Cb. 


1411 


8 


0 
10 

0 

11 

0 
12 

4 

13 

0 
0 

14 
6 
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TRIAL  BALANCE   PRIOB  TO  ADJDST  WEST.  81tt  JAUOAEY  1888. 


C»piU!Account 

1 

4600  1 

0   0 

600 

0 

3 

Ocodd  Aooouut      ««        ••        •*        ••                  **        ■•        «•        at        •■        •■ 

WaUnwii  &  Co 

BiUiP«^»Wa         

4 

5 

1893 

0   0 

6S0 
600 

0   0 

(1 

As 

H«114Co 

800 

1  f 

788    H]  ( 

DnwiDgAocoDDt 

6S0 

f 

Charges  Aooonnt 

800 

f 

Bent  AoMDDt        

( 

Salariea  Aocoant 

60 

f 

Trade  EipeiwM  Account 

168   : 

^ 

13 

Greit  Northern  Eailw*)!  Block  Account           

40 

( 

Profit  and  Low  AocoQnt 

till 

H 

C*ah  Book  Balance         

1*57   17]  i 

7661  1 

el  «l  7W1  1 

hlu 

TBIAL  BALAMCE  AFTEB  ADJUBTMEST. 

Capital  Aooonnt    7,        7.        71        7,        ~.        7.        7.        7,        7. 

Bojd.B 

Goods  AoooQut 

WOUdsodACo. 

BiUBFayabla  

Bills  Beoelvable 

aaUftCo. 

Cuh  Book  Balanni'        V.       '.'.       '.'.       '."       '.'.       '.'.       '.'. 


BALAHOB  SHEET  AT  Ibt  JANUABT,  1883. 


1760 
4eST 

0 
13 

0 
9 

6437 

13 

2 

1686 
1600 
1893 
1467 

14 
0 
0 

17 

,  Bills  Becdrable 

,  CsabiDhand      

64S7 

13 

2 

PROFIT  AW)  LOSB  ACCOOHT. 


To  Chaises  AcoooDt 

„  Beat  Acconot      

„  Salariea  Acooant..     ..      .. 

,,  Trade  Expenses  Aaoront  . . 

„  Orsat  Horthem  Railira;  Stock 
Aeooont 

„  Drawing  Aooonnt— Het  Froflt 
liU    8    8 


Bj  Goods  Aoooanl— Orms  Fro&t  . . 


1883.   [ 
Jan.     20|To  Cash  Diawioea    ,,     . 

„      31i  „  Capital  Aoooant  ..     . 
1 737  12    2   . 


DBAWIHG  ACCOUNT. 


0  Jan.    31 B;  Profit  and  Lobi— Net  FroBt 


CAPITAL  ACCOUNT. 


Jan.     3L  To  Balance  torward  , 


4687  13    3 


I.  An  auditor  is  one  who  has  to  bear  (  aadlrt ),  eiamine, 
and  decide  upon  the  facts  ox  Bgni^s  submitted  to  him  far 
examination.   Hisdutiesare  to  test  the  figures  and  toctsshown 

in  the  bahtnce-sheet,  and  to  approve  or  disapprove  thereof. 
His  rcHponsibilitiesare  moral  rather  than  legal ^that  in  to  say, 
he  Ti~ks  the  1'<BB  o(  reputation  in  the  event  of  his  certifying  to 
what  evpQtuallyproves  tobe  false;  bat  uoleBa  it  is  proyed  that 
he  has  done  so  with  a  gniltj  knowledge,  he  is  not  legally 


1  B^Bnndrie 4G0O      0  ' 

31    „  Drawing  Aooonnt      J    187     13  , 

1 4887  12    2 ''I 1 ;— 


responsible  for  any  miaatatements  whioh  he  has  endorsed.  By 
incomplete  or  uofaitfafd  work  he  renders  himself  liable  to  loss 
ol  reputation,  but  does  not  render  bimseU  peconlarily  liable 
unless  a  conspiracy  is  proved,  out  ot  which  coDspirMj  he  baa 

derived  a  beneSt. 

2.  An  audit  may  be  complete  without  checking  all  the  post- 
ings. For  instance,  if  the  totals  ot  Che  cash  receipts  and  ot  the 
jonmal  oredits  aooord  with  the  total  credits  of  the  ledgers  it 
most  b»  evident  that  the  deiical  work  is  correct,  but  it  does 
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not  follow  that  the  correctness  of  posting  is  a  guarantee  of  real 
correctness.  It  is  essential  that  the  auditor  shoold  eiamine 
and  criticise  the  entries  themselves.  The  checking  m«j  be 
dispensed  with  when  a  crncial  examination  has  been  made  of 
the  entries,  and  when  a  proof  casting  accords  with  the  trial 
casting. 

3.  I  should,  after  examination,  pass  wages  either  through 
trading  or  profit  and  loss  account.  I  should  pass  Jones's  wi^- 
drawals  if  in  excess  of  his  interest  on  his  capital,  and  share  of 
profits  to  the  debit  of  his  capital  account. 

I  should  pass  the  balance  of  interest  and  discount  to  the 
debit  of  profit  and  loss. 

I  should  show  the  debit  of  cash  on  the  balance-sheet  as  an 
asset. 

I  should  pass  sales  either  to  the  credit  of  trading  account  or 
profit  and  loss  account,  according  to  the  books  and  accounts 
used.  If  I  found  a  credit  on  *  depreciation  account  I  should 
treat  it  as  a  reserve  for  depreciation,  if  justified ;  otherwise  I 
should  pass  it  through  profit  and  loss  account. 

Partner  Smith's  capital  I  should  treat  as  a  liability  owing  by 
the  business  to  partner  Smith  ;  and  the  bankers  I  should  treat 
as  creditors  for  an  overdraft. 

The  items  which  affect  profit  and  loss  I  should,  of  course, 
pass  through  that  account.  The  other  items  I  should  pass 
through  capital  account,  or  show  on  the  balance-sheet  itself. 

4.  (ii.)  I  should  verify  the  withdrawals. 

(vi.)  Inquire  into  the  alleged  provision  for  depreciation, 

which  is  in  fact  a  reserve, 
(vii.)  Verify  the  capital  purporting  to  stand  to  the  credit 

of  Smith, 
(viii.)  Ascertain  the  causes  and  conditions  of  the  overdraft, 

and  verify  the  same. 

5.  By  carrying  to  capital  items  which  should  have  been  char- 
ged to'revenue.  The  auditor's  duty  in  such  a  case  is  to  endeav- 
our to  bring  the  Board  to  endorse  his  views;  and  if  they 
refuse,  to  make  a  special  report  thereon. 

6.  Capital  which  does  not  bear  .interest  and  so  treated. 

7.  To  ascertain  whether  they  are  tceated  at  a  fair  valuation. 

8.  Ascertain  whether  they  were  taken  at -a  fair  cost,  and  not 
at  a  selling  price. 

9.  This  question  is  vaguely  stated.  Does  it  mean  that  the 
balanoe  of  the  amount  invested  appears  among  sundry  debtors, 
or  that  the  balanoe  of  withdrawals  is  shown  among  sundry 
debtors?  If  the  balance  of  investment  is  intended,  and  it  hi- 
longed  to  the  partnership,  it  should  have  been  treated  in  the 
balance-sheet  as  an  asset.  If  it  means  the  balance  of  with- 
draw^s  by  the  partners  it  should  be  shown  in  the  balance-sheet 
as  an  overdraft.  Under  no  circumstances  should  a  partner's 
withdrawals  be  treated  as  among  sundry  debtors. . 

If  the  auditor  passed  iho  item  otherwise  thm  ia  the  balance- 
sheet  he  was  unfit  for  his  position,  for  he  failed  in  his  duty  in 
neglecting  to  examine  properly  into  the  list  of  debtors,  or 
to  call  the  other  partner's  attention  to  the  irregularities. 

The  fundamental  principle  is  that  partners  must  be  just  and 
faithful  to  each  other,  and  render  due  and  true  accounts  and  fall 
information  on  all  matters  relating  to  the  partnership  to  any 
partner  or  his  legal  representative.  But  no  partner  is  excused  by 
reason  of  his  own  neglect  to  cee  that  the  bookkeeping  is  properly 
done. 

Private  gain  must  not  be  made  at  the  partnership  expense. 

10.  On  the  liability  side  particulars  should  be  given  showing 
how  the  capital  was  subscribed  and  paid  up,  for  instance  :— 

Nominal  Capital  £200,000  in  10,000  share  9  of  £20  each. 

Subscribed  Capitil  10,000  shares,  on  which 

£10  per  share  has  been  called  up     £100,000    0    0 

Less  calif  in  arrears 2  10    0 


Paid  up  capital £99,997  10    0 

The  authority  for  the  issue  of  vendor's  and  patentee  shares 
should  be  stated  such  as  "  under  agreement  cf  10th  June  1881." 

I  do  not  understand  why  the  sales  of  concessions  and  patents 
should  appear  as  a  liability,  unlets  the  same  were  paid  for  in  cash 


(or  shares)  before  such  concessions  or  patents  were  made  over  in 
legal  form. 

Un  the  asset  side  the  following  information  ought  to  be  forth- 
coming:— 
Patents— how  valued. 

Parliamentary  Expenses — how  much  per  cent,  written  off. 
Shares  in  other  Compaoies<~whether  <akon  at  par,  at  cost,  or 

at  market  pric^.  * 
Machinery— what  depreciation  allowefJ. 
St'-tck— should  be  a  distinct  item^  and  it  should  be  stated  how 

the  same  was  taken,  whether  at  cost,  market  cost  value,  or 

selling  market  value. 
Lease  and  furniture  should  be  distinct  and  the  depreciation  on 

each  shown. 
DebV>rs— what  provision  was  made  for  losses  thereon. 
Net  Expenditure— A  receipt  and  expenditure  account  should 

be  anneied  showing  how  the  amount  wat  arrived  at. 

BANXKUPTCT  AND  OOXrAKT  LAW. 

1.  Foreigners  domiciled  or  canyiog  on  business  in  England 
are  subject  to  the  English  Bankruptcy  Law. 

Infants  being  legally  incapable  of  contract,  cannot  be  made 
bankrupt. 

Married  women  are  not  liable  to  become  bankrupt,  but  a  wife 
being  a  sole  trader  in  London  is  so  liable,  (query :  as  to  Married 
Women's  Property  Act). 

Lunatics  cannot  commit  acts  of  bankmptoy,  and  cannot  there- 
fore be  made  bankrupt,  but  a  lunatio  may  be  adjudged  bankrupt 
upon  a  debt  contracted,  and  .an  act  of  bankruptcy  committed  by 
him  while  sane  or  during  a  lucid  intervsL 

Members  of  Parliament  are  liable  to  be  made  bankrupt  as  also 
are  Peers. 

Joint  Stock  Oompanies  cannot  bo  adjudged  bankrupt. 

2.  It  must  be  a  debt  due  at  law  or  in  Eqni^;  it  must 
amount  to  at  least  £50,  and  mnst  not  be  a  secured  debt  nnleea 
the  creditor  is  willing  to  give  up  his  security  or  assess  its  value. 
In  the  latter  case  the  unsecured  balance  must  amount  to  £60, 

8.  He  can  disclaim  onerous  contracts,  leases,  shares,  &o„ 
and  no  person  is  entitled  to  withhold  from  him  the  bankrupt's 
books  of  account,  or  claim  any  lien  on  them. 

Where  the  trustee's  rights  are  opposed  or  disputed,  he  should 
enforce  them  by  motion  to  the  Oourt, 

4.  The  disclaimed  contract  is  deemed  to  be  determined,  the 
disclaimed  lease  is  deemed  to  be  surrendered,  and  the  disclaimed 
diares  are  deemed  to  be  forfeited,  from  the  date  of  the  adjudi- 
cation in  bankruptcy.  A  disclaimer  acts  ss  a  surrender  of  all  the 
tmstee's  rights  and  interest  in,  and  as  determining  the  liability  of 
the  trustee  in  respect  of,  the  propertv  disclaimed. 

By  providing  that  a  trustee  shall  not  disclaim  certain  pro- 
perty without  leave  of  the  Court  and  notice  to  persons  interested 
therein ;  and  that  he  shall  not  be  at  liberty  to  disclaim  any 
property  where  he  neglects  to  do  so  within  a  specified  time 
after  notice  from  any  person  interested  therein. 

6.  Under  sections  125  and  126  of  the  Act,  the  registrar 
before  registering  any  resolutions  mnst  examine  Uie  same  and 
satisfy  himself  they  have  been  dnly  come  to  by  the  statutory 
majority  of  creditors  at  a  duly  convened  meeting  or  meetings. 
He  may  refuse  to  register  if  the  resolutions  have  been  passed 
out  of  motives  of  kindness  to  the  debtor  and  not  bond  fide  in  the 
interests  of  creditors.  He  may  now  also  under  section  170  of 
the  Bankruptcy  Act,  1883,  refuse  to  register  if  he  considers  the 
resolutions  unreasonable  and  not  calculated  to  benefit  the 
general  body  of  the  creditors. 

Besolntions  anthorisina  a  trustee  to  accept  a  oompodtion  or 
scheme  of  settlement  under  section  28  of  the  Act  do  not  re- 
quire registration  at  all.  They  must,  however,  be  approved  by 
the  Court,  and  such  approval  is  given  on  the  Court  being  satisfted 
that  the  composition  or  scheme  has  been  accepted  by  the  statutory 
majority iof  creditors  at  a  duly  convened  meetmg,  and  is  oalonlated 
to  benefit  the  general  body  of  the  creditors. 

6.  Any  company  limited  by  shares  may  so  fkr  modify  the  con- 
ditions contained  in  its  memorandum  of  association,  if  authorised 
to  do  so  by  its  regulations  as  originally  firamed,  or  as  alteced  hj 
special  resolution,  as  follows : — 
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Ab  to  increase  its  capital  by  the  issue  of  netr  sban4  uf  such 
amount  as  it  thinks  expedient,  cr  to  cunsoHdate  and  divide  its 
capitat  into  diares  of  larger  amount  than  its  existing  shares,  or 
to  oonveit  its  paid-up  shares  into  stock;  but,  except  in  caie  of 
obanging  its  name,  no  alteration  shall  be  made  bj  any  company 
in  the  conditiona  contained  in  its  memorandnm  of  association. 
Any  transactions  of  a  oompany  that  exceed  the  powers  conferred 
npon  them  by  the  memorandnm  are  not  binding  on  the  oompany, 
and  cannot  be  rendered  binding  eren  by  the  assent  of  every  in- 
dividual shareholder ;  bat  transactions  vhieh  exceed  the  powers 
conferred  by  the  articles  can  be  made  vaUd  by  alteration  of  the 
articles  by  special  resolution. 

7.  ETery  company  nn4er  the  Act  shall  keep  a  register  of 
membera  containing-— 

(1.)  The  names  and  addresies  and  the  occupations  (if  any)  of 
the  members  of  the  company,  and  where  the  company  has  a  capital 
divided  Into  shares,  of  a  statement  of  the  shsres  held  by  each 
member,  distinguishing  each  share  by  its  number,  and  the  amount 
paid  or  agreed  to  be  considered  aa  paid  on  the  shares  of  each 
member. 


!.)    The  date  at  which  the  name  of  any  person  was  entered 
in  the  register  as  a  member. 

(3.)  The  date  at  which  any  person  ceased  to  be  a  member. 
If  a  company  fail  to  comply  with  this  section,  they  incur  a 
penalty  of  not  leas  than  £5  for  every  day  durins  which  they 
make  default.  An  imperfect  register  can  be  rectified  on  appli- 
cation to  the  Gonrt. 

8.  The  "  B  '*  list  of  oontributories  is  the  list  of  past  members 
who  have  ceased  to  be  members  within  a  year  before  the  com- 
mencement of  the  winding-up. 

The  *'  B  '*  liat  is  not  usually  settled  until  it  has  become  neces 
sary  to  inquire  and  it  has  been  shown  that  the  present  members 
are  unable  to  satisfy  the  debts  of  the  company.  '*B  "  oontribu- 
tories are  liable  for  the  amount  left  unpaid  on  their  shares  by  the 
**  A  *'  contributories,  and  also  the  amount  of  the  debts  existing 
at  the  time  that  each  **  B  '*  contributoiy  ceased  to  be  a  member 
and  remaining  unpaid,  and  his  contributions  are  applied  to  the 
payment  of  the  debts  of  the  company  after  the  assets  of  the  com- 
pany, including  the  contributiooa  of  the  **  A "  contributories, 
have  been  applied  in  payment  jMirt  |MSni  of  all  the  debts. 

9.  The  compulsory  winding-up  of  a  company  commences  at 
the  time  of  the  presentation  of  the  petition  for  winding-up. 
When  the  windiog-up  is  voluntary,  it  commences  at  the  time  of 
the  passing  of  tiie  resolution  authorising  such  winding-up.  The 
winding-up  under  supervision  commences  at  the  date  of  the  re- 
solution authorising  the  voluntary  winding-up. 

In  bsnkmptcy,  the  rule  as  to  set-off  is, — Where  there  have 
been  mutual  dealings  between  parties  and  one  party  becomes 
bankrupt,  the  debts  owing  to  the  bankrupt  are  set-off  against  the 
debts  owing  by  him,  and  the  balance,  and  no  more,  shall  be  paid 
or  claimed  as  the  case  may  be. 

The  rule  of  set-off  applicable  to  a  limited  company  is,  that 
there  is  no  such  thing  as  set-off  in  the  case  of  a  contributory  who 
is  sJso  a  creditor  of  the  company.  The  rule  in  the  case  of  an  un- 
limited company  is  that  the  (Jourt  may  allow  a  set-off  of  debts 
due  fWmi  tne  company  to  the  contributory  against  debts  due 
firom  the  contributory  to  the  company  and  calla  made  before  the 
winding-np. 

11.  In  the  case  of  a  oompany  jpetitioning  to  be  wound-np 
the  Court  will  have  regard  to  the  wishes  of  the  majority  of  the 
shareholders,  and  it  will  only  be  wound- ap  by  the  Court  under 
the  following  etrcumstanoes— 

1.  When  the  oompany  has  passed  a  special  resolution  re- 
quiring the  company  to  be  wound-up  by  the  Court. 

2.  Vhiem  the  company  does  not  commeaoe  business  within 
a  year  from  its  incorporation,  or  -suspends  its  business  for  the 
space  of  the  whole  year. 

3.  When  the  memben  are  reduced  in  number  to  less  than 


3. 


4. 


4.  Whenever  the  company  is  unable  to  pay  its  debts. 

5.  When  the  ;Court  is  of  opinion  that  it  if  jast  and  eqnit* 
able  that  the  company  shoidd  be  wound-up. 


THR    RIGHTS    AND   DUTIES    OF  TBUSTEES,    LIQUIDATORS,    AND 

BECE1VZRB. 

1.  The  trustee  should  see  that  the  affidavit  in  proof  of  debt  is 
in  proper  form  and  has  been  duly  sworn,  and  that  it  sets  out  the 
amount  and  consideration  of  the  deSt,  snd  the  date  when  it  was 
contracted.  He  should  compare  the  amount  of  the  claim  with 
the  amount  entered  in  tbo  bankrupt's  statement  of  affairs  or 
shown  by  his  books. of  account,  and,  if  necesiary,  he  should 
examine  the  debtor  thereon,  or  require  the  creditor  to  furnish 
further  particulars  or  statements  of  the  debt.  He  should  see  that 
the  debt  la  not  barred  by  the  statute  of  limitations,  that  it  is  a  debt 
provable  in  bankruptcy,  and  that  any  negotiable  instruments  held 
as  security  are  duly  fxhihited  to  him,  and  that  credit  is  duly 
given  for  the  assessed  value  of  all  securities  held  by  the  creditor. 

2.  Reserves  should  be  autde  for  :— 

1.  All  unpaid  coats  and  expenses. 

2.  All  unpaid  preferential  claims. 

8.    All  debls  due  to  creditors  residing  at  a  distance. 
4.    All  debts  the  subject  of  claims  not  determined. 
He  may    (1.^  Beceive  and  decide  on  proofs  of  debt. 
(2.1  Carry  on  the  bankrupt's  business. 
(8.1  Bring  or  defend  sny  action,  &c. 
(4.)  Deal  with  property  to  which  the  bankrupt  is 

entitled  aa  tenant  in  tail. 
(5.)  Kxerciae  all  powers  vested  in  bim  under  the 
Act,  and  execute  powera  of  attorney,  deeds, 
atid  other  instruments. 
(6.)  Sell  the  bankrupt's  property  by  auction  or 

private  contract. 
(7.)  Give  receipts  ft>r  money  received  by  him. 
(8.)  Prove  and  draw  dividends  under  the  bank- 
ruptcy of  any  debtor  to  the  estate  (sect.  25). 
For  mortgaging  or  pledging  the  bankrupt**  property,  to 

raise  money  for  payment  of  his  debts. 
Fur  referring  disputes  to  arbitration,  and  compromising 
deht^,  claims,  or  liabilities  subsiiting  between  the  bank- 
rupt and  any  other  person. 
For  compromising  claims  against  the  estate. 
For  compromiaing  claims  made  on  or  by  the  trustee. 
For  dividing  bankrupt's  property  in  its  existing  form 

(Motion  27). 
In  bankniptcv  he  must  get  the  sanction  of  the  Court  under 

seetion  83  (17> 
la  liquidation  he  may  act  on  his  own  discretion  (section 
125  (13). 

6.  In  compromising  with  a  contributory  under  a  voluntary 
winding-up,  the  liquidator  should  obtain  the  sanction  of  an  ex- 
traordinary meeting  of  the  oompanyi  in  order  to  make  such 
compromise  binding. 

7.  The  official  liquidator  has  power,  with  the  sanction  of  the 
Court,  to  carry  on  the  business  of  the  company  so  far  as  may  be 
necessary  for  the  beneficial  winding-up  of  the  same,  and  he  is 
not  personally  liable  for  the  debts  incnned  thereby. 

8.  .  The  official  liouidator  ahall  investigate  the  claims  and  debts 
of  the  company  to  far  as  he  ia  able,  and  shall  distinguish  which 
of  the  debts  and  claims  are  in  his  opinion  justly  due  and  proper 
to  be  allowed. 

^.  When  a  company  is  being  wound-up  by  the  Court,  the 
Court  may  make  an  order  and  allow  the  books  of  the  company  to 
be  inspected  where  it  ia  deemed  necessary.  When  the  company 
is  being  wound-up  voluntarily  the  liquidator  must,  as  soon  as 
conveniently  ma^  be,  make  up  hia  hooka  and  accounta  and  lay 
them  for  inspection  before  a  general  meeting  called  for  that  pur- 
pose, but  not  otherwise. 

1 0.  Under  a  voluntary  winding-up  the  liquidator  may  exereiae 
all  the  powera  cf  the  Court  of  settling  the  list  of  contributories, 
and  in  a  winding-up  under  superviaiou  the  liquidators  may 
exercise  all  their  powers  without  the  intervention  of  the  Court, 
in  the  same  manner  as  though  they  were  liquidators  in  a  volun- 
tary winding-u^. 

THE  ADJUSTMENT  OF  PIBTMEBSHIF  AND  SXXCUTOBSHIP  AOOOUflTH. 

1.  As  C  agreed  to  provide  the  eapiUU  of  £1,000,  that  oapital 
was  not  a  loan  to  the  partnership.    C,  not  being  a  partner. 


6. 
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oonld  not  bave  capital  in  it ;  therefore,  the  money  should  go 
to  the  credit  of  A'b  capital  in  the  partnership.  Had  C  agreed 
to  pro^de  the  capital  under  the  Limited  Partnership  Act,  it 
Iroold  have  gone  to  his  credit  instead  of  to  A's. 

2.  Any  profits  deriyed  from  the  employment  of  partnership 
moneys,  whether  properly  or  improperly  made,  belong  to  the 
partnership,  while  any  loss  so  made  and  paid  is  in  breach  of 
Bussell  Qnmey's  Act,  and  should  be  borne  by  the  partner  who 
occasioned  it.  Nevertheless,  unless  the  facts  were  clearly 
recognised  in  writing  by  the  partner  in  default,  I  should  (in 
order  to  avoid  any  risk  with  regard  to  other  possible  similar 
misfeasances)  prefer  to  charge  'the  partner  in  a  special  ac- 
count with  the  £150  breach,  and  treat  the  £100  as  in  reduction 
thereof.  The  question  would,  however,  be  subject  to  the  power 
of  withdrawal  in  anticipation  of  profits,  as  to  the  actual  loss 
sustained,  but  it  would  not  justify  the  employment  of  the  part- 
nership moneys  for  matters  outside  the  partnership. 

3.  The  call  could  not  be  charged  to  the  partnership  because 
that  was  determined  by  the  death,  but  the  proportion  of  the 
deceased  partner's  loss,  based  upon  the  proportions  of  their 
respective  interests,  would  be  properly  chargeable  to  his  estate 
in  the  settlement  of  accounts  between  the  partners. 

4.  He  is  chargeable  vdth  any  profit  derived  from  theim- 

S roper  employment  of  the  trust  moneys.     If  no  profit  was 
erived  therefrom,  he  is  chargeable  with-  interest  Uiereon  at 
the  rate  of       per  cent  per  annum. 

5.  If  the  loss  was  sustained  by  chlpable  negligence,  such  as 
gross  carelessness  or  drunkenness,  the  loss  would  be  chargeable 
to  the  partner  who  lost  it.  If,  on  the  other  hand,  it  was  a 
sheer  accident,  such  as  hurrying  from  one  train  to  another,  or 
haste  to  catch  some  person  in  relation  to  the  firm's  business,  I 
should  charge  the  loss  to  profit  and  loss  account. 

6.  The  loss  cannot  be  chargeable  to  the  partnership  which 
was  determined  by  A*s  decease,  and  the  proportion  of  such  loss 
which  might  have  been  properly  chargeable  in  settlement  of 
acooants  with  A*s  executors  oonld  not  be  so  charged  against  A's 
leghl  representatives  uoless  B  could  prove  that  tbey  were  assent- 
ing parties  to  the  novation  of  the  debt. 

7.  There  being  no  agreement,  it  was  a  partnership  at  will, 
and  therefore,  in  the  absenoe  of  evidence  to  the  contrary,  the 
capital  respeotively  introduced  by  each  partner  did  not  bear 
interest,  and  the  profits  were  equally  divisible.  Therefore,  there 
would  be  £150  to  A  and  £150  to  B*s  legal  representatives. 

8.  The  two  sums  of  £50  each  were  in  the  nature  of  interest 
on  moneys  borrowed  (by  consented  retention)  for  the  purposes  of 
the  trust.  I  should,  uerofore,  debit  them  to  expenditure  account 
as  payments  proper  to  be  allowed.  In  the  event  of  this  iooome 
not  sufficine  to  bear  the  same,  it  would  become  chargeable  upon 
the  Peisonia  Estate. 

UXKCAMTILB  LA,W  AND  TBS  LAW  OV  AB8ITRATI0M  AlTD  AWABDS. 

1.  The  last  Act  passed  relating  to  Bills  of  Exchange  is  the 
Act  45  and  46  Vict.  c.  43,  and  is  entitled  the  Bills  of  Exchange 
Act  1882.  It  codifies  the  greater  portion  of  the  common  law 
relating  to  bills  of  exchange,  cheques,  and  promissory  notes  and 
re-enacts  with  modificatlomi  thelprovisions  of  the  statutes  relat- 
ing to  those  documents. 

2.  The  Bills  of  Exchange  Act  1882  has  made  this  altera- 
tion in  the  law,  that  it  assimilates  the  law  of  the  United 
Kingdom  relating  to  bills  of  exchange  and  promissory  notes, 
thereby  placing  Gotland  on  the  same  footing  as  England  and 
Ireland.  It  repeals  all  former  Acts  upon  the  subject,  with  the 
exception  of  16  &  17  Vict.  c.  59,  which  relates  to  forged 
endorsements. 

3.  The  effect  upon  the  acceptor  of  a  bill  of  exchange  in  case 
of  the  bankruptcy  of  the  drawer,  so  far  as  regards  his  liability 
to  the  holder,  is  that  his  liability  can  only  be  discharged  by 
payment  or  other  satisfaction,  bv  release,  or  by  waiver. 

The  holder  may  prove  on  the  bankrupt's  estate  for  the 
amount  of  the  bill  in  case  of  Uie  acceptor's  bankruptcy,  the 
position  of  the  drawer  being  in  no  wise  altered. 

4.  In  order  that  a  ship  may  be  entitled  to  the  name  and  pri- 
vileges of  a  British  vessel,  Ae  must  be  owned  and  registered 
as  one ;  so  that  no  one  can  own  a  British  ship  but  natural-born 


British  subjects,  or  persons  naturalised  by  Act  of  Parliament, 
and  who  have  taken  the  oath  of  allegiance  to  Her  Majesty ; 
after  naturalisation,  or  bodies  corporate  established  under,  and 
subject  to,  the  laws  of,  and  having  their  principal  place  of 
business  in,  the  United  Kingdom,  or  some  British  posaessioo. 
No  alien  can  own  a  British  ship. 

5.  No  ship  is  absolutely  required  to  be  registered,  registry 
being  only  necessary  to  confer  the  privileges  of  a  British  ship. 
The  fact  of  being  registered,  thereifore,  does  not  confer  any 
advantage  over  an  unregistered  ship  in  case  of  a  collision. 

6.  The  Statute  of  Frauds  was  passed  in  the  29th  year  of  the 
reign  of  Charles  the  2nd,  "  for  prevention  of  many  fraudulent 
practices  which  are  commonly  endeavoured  to  be  upheld  by 
perjury  and  subornation  of  perjury."  It  requires  that  oertsin 
contracts  and  agreements  therein  specified  shall  be  in  writing 
or  evidenced  by  some  note  or  memorandum  thereof  in  writing, 
and  signed  by  the  party  to  be  charged  therewith  or  some  other 
person  thereunto  by  him  lawfully  authorised. 

7.  It  is  not  necessary  to  have  a  partnership  deed  in  order  to 
form  a  valid  partnership.  A,  B,  and  C  may  therefore  carry  on 
business  as  Eiast  India  merchants  under  any  agreement,  either 
verbal  or  in  writing,  that  expresses  their  intention  to  tmde 
together  as  partners. 

8.  Any  member  of  an  ordinary  trading  partnership  can  bind 
the  firm  by  drawing,  accepting,  or  endorsing  bills  of  exchange. 
Such  acceptance,  to  be  binding,  must  be  in  connection  with 
the  business  of  the  firm,  and  accepted  by  the  partner  in  the 
name  of  the  firm. 

9.  The  clause  in  agreements  providing  for  disputes  is  called 
the  arbitration  clause.  V^here  there  is  a  dispute  between  any 
parties  to  the  agreement,  and  there  is  no  satisfactory  reason 
why  such  dispute  should  not  be  settled  by  arbitration,  the  effect 
of  the  clause  is  that  legal  proceedings  wiU  be  stayed. 

A  CANDIDATE  who  intends  presenting  hiraseli  at  the 
Juno  Final  Examination  of  the  Institute  of  Chartered  AooountaiiU 
will  be  glad  to  hear  firom  another  having  mmilar  intentions,  with  a  yiew  to 
their  mutual  improyemcnt,  either  by  taking  rooins  for  the  purpor^e  of 
studying  together  or  otherwise.  Appointmentu  may  be  made  by  letter  to 
X.  Y.  Z.,  care  of  Ilouackcoper,  82  Bush  Lane,  E.G. '    

INSTiTUTE'EXAMINATIONS: 

A  N  Experienced  Accountant  (member  of  the  Board  of 

"^^  Examiners  of  ttie  Society  of  Accountants  in  England  until  ita 
amalgamation  with  the  Institute)  PBEPAKES  Candidates  for  the  InUr- 
mediate  and  Final  Examinations.  The  method  adopted  ensures  thorough 
efficiency  in  subsequent  practioe.  For  terms,  apply  to  "Keystone/*  office 
of  "  The  Aooountant,"  St.  Stephen's  Chambers,  Tdograph  Street,  B.C. 
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l^ttfluntanis'  Students'  loiunal 

JANUARY  1,  1881. 
SHEFFIELD  CHABTEBED  ACCOUNTANTS*   STUDENTS*  SOCIETY. 

The  following  resolution  on  the  subject  of  Society 
co-operation  has  been  passed : — 

'*  That  members  of  any  other  similar  students* 
society,  on  proving  their  membership,  be  admitted  to 
the  meetings  of  this  society,  and  that  the  secretary  for 
the  time  being  be  requested  to  supply  any  proper  infor- 
mation upon  local  a£^s  to  any  such  member.'* 

INSTITUTE  EXAMINATIONS. 

Now  that  the  Institute  of  Chartered  Accountants  has 
got  fairly  to  work,  and  is  possessed  of  a  Council  that  is 
evidently  alive  to  the  interests  of  its  members,  we  take 
the  opportunity  of  drawing  attention  to  a  matter  of  con- 
siderable importance  as  affecting  the  future  prosperity 
of  the  Institute,  viz.  its  examinations.  There  can  be  nu 
doubt  that  in  the  interests  of  the  Institute,  examinations 
are  necessary.  It  is  also  desirable  that  they  should  be 
of  such  a  character  as  to  show  the  measure  of  the  stu- 
dent's ability.  AVc  contend  that  the  object  of  an  exami- 
nation is  to  enable  the  examiner  to  arrive  at  a  just 
conclusion  as  to  the  student's  capacity  for  his  future 
position,  whether  it  be  in  the  law,  medicine,  the  church, 
or  the  world  of  commerce.  In  order  to  pass  an  ex- 
amination in  the  subjects  required,  the  student  has  to 
exercise  the  virtues  of  self-denial,  patience  and  perse- 
verance, in  no  small  degree,  and  it  is  only  fair  and 
reasonable  that  the  examination,  when  it  does  take  place, 
shoold  be  within  the  limits  of  the  words  recommended 


by  the  Council.  This,  we  must  say,  was  not  the  case 
in  June  last,  and,  as  an  instance,  we  give  the  question 
alluded  to  in  another  column  by  our  correspondent, 
viz.  No.  6  in  the  final  examination  on  thejsnbject  of 
Mercantile  Law :  **  What  advantage  has  the  owner  of 
a  registered  vessel  over  the  owner  of  an  unregistered 
vessel,  in  the  case  of  a  collision,  when  his  vessel  is  to 
blame  ? "  Our  correspondent  corrects  the  answer 
given  by  us,  and  confirms  our  own  experience,  viz.  that 
the  answer  to  it  was  not  to  be  found  in  the  text  of  the 
latest  edition  of  Smith's  Mercantile  Law,  which  was  the 
book  mentioned  for  this  examination.  Another  ques- 
tion which  we  consider  was  manifestly  out  of  place  is 
No.  1  question  on  the  same  subject,  as  follows : — 
''  Give  the  title  and  some  short  particulars  of  the  last 
Act  passed  relating  to  Bills  of  Exchange  ?  '*  It  appears 
to  us,  therefore,  desirable  in  the  future  interests  of  the 
Institute  that  questions  should  be  set  from  the  book  itself, 
and  not  taken  out  of  Acts  of  Parliament  placed  at  the 
end  of  a  book  for  the  purposes  of  reference,  and  not 
w^ith  the  object  of  giving  an  examiner  an  opportunity  of 
sotting  catch  questions. 

While  admitting  the  undesirability  of  making  these 
examinations  too  easy,  the  questions  set  should  not  be 
such  as,  in  the  words  of  an  eminent  accountant,  ho 
would  have  **  taken  counsers  opinion  on.'* — Accountant. 

BOOKKEEPING — Continued. 
PRINCIPAL  BOOKS  OF  ACCOUNT — Continued. 

There  is  this  distinction  between  a  bill  and  an  open 
account,  that  the  former  represents  an  ascertained  and 
acknowledged  debt  (or  a  part  thereof),  and  that  the 
acknowledgment  is  given  in  such  a  form  as  to  make  of 
it  a  *'  negotiable  instrument,"  t.  e.  a  document  which 
by  simple  or  special  endorsement  is  transferable  from 
one  person  to  another.  On  the  other  hand,  an  open 
account  is  one  requiring  proof  and  capable  of  being  dis- 
puted, and  it  can  only  bo  transferred  by  assignment 
and  without  any  guarantee  of  accuracy,  unless  the  per- 
son indebted  should  give  im  acknowledgment  in  ^Titing 
of  the  actual  amount  of  his  indebtedness. 

It  would  be  as  reasonable  to  treat  the  giving  of  an 
acceptance  due  three  months  hence  as  cash  paid  as  it  is 
to  treat  bills  receivable  as  cash  received. 

The  logic  of  the  thing  is  soon  reached.  A,  the 
debtor,  owes  B,  the  creditor,  £100.  Instead  of  cash,  A 
ffives  his  bill  at  three  months.  B  wants  the  monev,  so 
he  goes  to  C,  who  charges  him  we  will  say  26s.  for  dis- 
coimting  it.  Has  B  done  with  the  bill?  Decidedly 
not.  He  has  upon  tlie  responsibility  of  his  own  name 
as  drawer  and  endorser,  and  upon  the  strength  of  A*8 
reputation^  induced  C  to  advance  him  the  amount  (less 
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discount)  of  the  bill ;  but  B  is  liable  thereon  until  A 
fulfils  his  engagement. 

Necessarily  cash  must  be  charged  with  the  proceeds 
of  the  bill  discounted,  as  cash  must  be  credited  when  it 
pays  an  acceptance,  but  most  certainly  the  balance  of 
**  cash  in  hand  "  is  not  affected  by  any  number  of  bills 
receivable  which  remain  in  the  portfolio. 

It  has  already  been  said  that  cash  is  a  generic  term, 
and  that  the  cash  book  may  consist  of  various  volumes 
bound  up  under  one  or  several  covers. 

JOURNAL, 

In  the  same  way  the  journal  is  a  generic  term,  and  it 
is  not  necessary  that  a  volume  bearing  that  title  should 
exist ;  indeed,  where  the  journal  is  divided  into  volumes 
it  is  desirable,  if  possible,  to  avoid  using  that  word  as 
representing  one  section  of  a  class  of  books. 

DAY   BOOK. 

Before  dealing  with  the  component  parts  of  a  journal 
it  is  necessary  to  go  back  to  the  September  article, 
wherein  it  was  asserted  that  the  cash  book  and  journal 
form  the  only  two  principal  books  of  account. 

This  is  practically  correct,  but  not  so  theoretically. 
We  must  go  back  to  first  causes  in  order  to  distinguish 
between  practice  and  theory. 

Theory  is  the  first  cause ;  we  must  therefore  deal 
with  it  before  treating  of  practice. 

Theoretically,  therefore,  there  is  only  one  **  book  of 
account "  either  under  single  or  double  entry,  and  that 
is  the  day  book.  Many  of  our  young  friends  will  at 
once  say  that  such  a  book  in  nine  cases  out  of  ten 
either  does  not  exist  or  is  applied  to  a  purpose  entirely 
different  to  the  position  we  assert  it  should,  if  existing, 
hold. 

There  is  no  term  which  has  been  so  misapplied  as 
the  term  day  book.  A  day  book  is  theoretically  a 
diary  of  every  day's  transaction  as  it  arises,  whether 
such  transactions  be  cash  received  or  paid,  bills  taken 
or  given,  goods  bought  or  sold,  discounts  received  or 
allowed,  &c.  But  coming  from  theory  to  practice,  as 
before  stated,  iu  nine  cases  out  of  ten  such  a  book 
exists  only  in  imagination,  and  not  de  facto.  The 
theoretical  book  is,  in  fact,  divided  into  two  generic 
sections,  viz.,  cash  on  the  one  side  and  journal  on  the 
other.  The  cash  is  employed  to  record  all  moneys 
received  or  paid,  whether  through  house  or  bank,  and 
the  journal  to  record  all  transactions  other  than  cash. 
We  therefore  protest  against  the  arbitrary  use  of  the 
term  day  book  as  applied  one  day  to  goods  bought  and 
another  day  to  goods  sold,  and  suggest  that  the  term 
should,  in  the  interests  of  sound  bookkeeping,  be 
dropped  unless  it  is  applied  to  its  legitimate  use. 

In  many  businesses  "the  journal"  also  exists  in 
imagination  only,  i.e.  no  volume  bearing  that  name  is 
used.  In  lieu  thereof  a  variety  of  volumes  are  substi- 
tuted, such  as  bought  book,  sold  book,  bills  payable, 
bills  receivable,  petty  cash,  and  transfer  or  adjustment 
books.  These  volumes  together  form  the  theoretical 
joumali  and  they  with  the  sections  of  cash  are  the 


**  books  (original  or  otherwise)  of  entry,'*  the  contents 
of  which  are  conveyed  by  posting  into  the  ledger. 

A  book  of  original  entry  is  one  wherein  the  trans- 
action, which  eventually  finds  its  way  to  the  ledger, 
was  first  recorded. 

For  instance,  we  give  a  bill  and  record  the  fact  in  the 
bill  payable  book.  If  we  do  not  utilise  the  bill  book  for 
posting  purposes  and  collate  the  bills  in  the  transfer  or 
adjustment  book,  or  so-called  journal,  the  bill  book 
remains  an  original  book  of  record,  but  is  not  a  book  of 
account  in  the  sense  of  being  a  book  whence  postings 
are  effected. 
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companies'  acts — continued. 

The  Court  may  also,  either  before  or  after  the  wind- 
ing-up order,  arrest  an  absconding  contributory.  A 
company  under  the  Act  may  also  be  wound-up  volun- 
tarily as  well  as  by  the  process  we  have  described,  and 
a  voluntary  winding-up  may  take  place — 

(1.)  Whenever  the  period,  if  any,  fixed  for  the  dura- 
tion of  the  company  by  the  articles  of  association  ex- 
pires, or  whenever  the  event,  if  any,  occurs,  upon  the 
occurrence  of  which  it  is  provided  by  the  articles  of 
association  that  the  company  is  to  be  dissolved,  and 
the  company  in  general  meeting  has  passed  a  resolu- 
tion requiring  the  companj'  to  be  wound-up  voluntarily. 

(2.)  Whenever  the  company  has  passed  a  speci«il 
resolution  requiring  the  company  to  be  wound-up 
voluntarily. 

(8.)  Whenever  the  company  has  passed  an  extra- 
ordinary resolution  to  the  effect  that  it  has  been  proved 
to  their  satisfaction  that  the  company  cannot,  by  rea- 
son of  its  liabilities,  continue  its  business,  and  Uiat  it 
is  advisable  to  wind*  up  the  same. 
'  We  have  shown  in  a  previous  article  that  a  special 
resolution  requires  confirmation  at  a  subsequent  meet- 
ing to  be  held  not  less  than  fourteen  days  nor  more 
than  a  month  after  the  meeting  at  which  such  special 
resolution  was  passed.  An  extraordinary  resolution 
differs  only  from  a  special  by  not  requiring  any  sibse- 
qaent  confirmation.  A  voluntary  winding-up  is  to  be 
deemed  to  commence  when  the  resolution  authorising  it 
is  passed,  and  after  that  time  no  business  in  connection 
with  the  company  must  be  transacted  except  such  as  is 
necessary  for  the  purposes  of  winding  it  up.  No  shares 
can  be  transferred  except  with  the  sanction  of  the  liqui- 
dators, nor  can  there  be  any  alteration  in  the  list  of 
members,  but  the  company  is  to  exist  in  the  same  con- 
dition as  to  the  liability  of  the  shareholders  and  their 
responsibility  to  the  company  as  when  the  winding-up 
resolution  was  passed.  Notice  must  be  given  to  the 
London  Gazette,  or,  if  the  company  is  in  Scotland  or 
Ireland,  to  the  Edinburgh  and  Dublin  Gazettes  respec- 
tively, of  the  special  or  extraordinary  resolutions,  as 
the  case  may  be,  that  have  been  passed. 

After  the  resolution  to  wind-up  the  affairs  of  the 
company  voluntarily  has  been  passed,  the  property  of 
the  company  shall  be  applied  in  satisfaction  of  its  lia- 
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bilities  in  equal  proportions,  and  shall  be  distributed 
among  the  members  according  to  their  interests  in  the 
company,  unless  it  be  otherwise  provided  by  the  regula- 
tions.    Liquidators  are  to  be  appointed  to  wind-up  the 
company,  and  to  distribute  the  assets.    The  company 
shall  appoint  one  or  more  liquidators  at  a  general  meet- 
ing and  fix  the  remuneration  to  be  paid  them,  and  if 
only  one  is  appointed,  he  is  subject  to  the  same  regula- 
tions as  apply  to  the  appointment  of  two,  or  more. 
Upon  the  appointment  of  liquidators  all  the  powers  of 
the  directors  end ;  but  the  company  in  general  meet- 
ing, or  the  liquidators  may,  if  necessary,  prolong  such 
powers.    When  there  are  several  liquidators  appointed 
every  power  given  to  them  by  the  Act  may  be  exercised 
by  such  one  or  more  of  them  as  may  be  determined  at 
the  time  of  their  appointment.    If  no  determination  was 
then  arrived  at,  such  power  may  be  exercised  by  any 
number  not  less  than  two.     After  their  appointment  the 
liquidators  may,  without  the    sanction  of  the  Court, 
exercise  all  the  powers  of  an  official  liquidator,  to  which 
we  have  previously  drawn  attention  in  our  remarks 
on  compulsory  winding-up,  and  may  setUe  the  list 
of  contributories,  caU    upon  them  to    the  extent  of 
their  liability  to  pay  all  or  any  sum  necessary  to  satisfy 
the   liabilities  of  the   company   and  the  expenses  of 
winding  it  up,  and  may  also  pay  the  debts  of  the  com- 
pany and  adjust  the  rights  of  the  contributories  among 
themselves.    A  company  in  course  of  being  wound-up 
may,  before  the  actual  commencement  of  the  final  pro- 
cess or  during  its  operation,  by  an  extraordinary  resolu- 
tion delegate  to  its  creditors,  or  to  a  committee  of  them, 
the  power  of  appointing  liquidators,  or  any  of  them,  and 
of  supplying  vacancies,  or  they  may  by  a  like  resolution 
enter  into  an  arrangement  with  the  said  creditors  in 
respect  to  the  powers  that  the  liquidators  are  to  exercise, 
and  any  act  done  under  these  circumstances  by  the 
creditors  is  equivalent  to  being  done  by  the  company. 
The  liquidators  may,  in  case  of  a  voluntary  winding-up, 
summon  general  meetings  for  the  purpose  of  obtaining 
the  consent  of  the  company  by  special  or  extraordinary 
resolutions,   or   for   any  other  purpose,  and  in  cases 
where  the  winding-up  lasts  for  a  longer  period  than  a 
year,  they  must  summon  a  general  meeting,  at  or  near 
the  end  of  the  first  and  every  succeeding  year,  until  the 
winding-up  is  finished ;  and  at  such  meeting  must  give 
an  account  of  their  stewardship  during  the  year.     When 
a  vacancy   occurs  among   the  liquidators  appointed  by 
the  company,  the  company  may  with  the  assent  of  the 
creditors  fiU  up  such  vacancy,  and  for  that  purpose  the 
remainirg  liquidators,  or  a  contributory  of  the  company, 
may  call  a  general  meeting.     Such  vacancy  may  also  be 
filled  up  on  application  by  the  remaining  liquidators  or 
by  a  contributory,  in  such  manner  as  the  Court  may 
appoint. 


IftlUrs  to  %  (gbMor. 

Reduction  op  Currency  to  Decimals. 
To  the  EtUU>r  of  The  AeeountatUs'  StudenU*  Journal. 
Sib,— I  have  pleasure  in  rendering  my  thanks  to  Mr. 


Wright  for  pointing  out  my  error  in  workine  herein, 
which  I  have  no  doubt  occurred  fi*om  my  hurriedly 
copying  from  a  draft  letter. 

As  to  Mr.  Wrighfs'  suggestion  of  adding  2  for  lOd.,  or 
above,  I  quite  agree  that  it  is  more  correct,  in  fast,  it  is  so 
as  soon  as  9d.  is  passed. 

Yours,  Ac. 

A.  E.  Bach. 

22nd  Dec.  1883. 


Institute  Examinations. 
To  the  Editor  of  The  Accountants'  Studente*  Journal. 
Sir, — I  think  that  it  might  benefit  some  of  those  intend<^ 
ing  to  enter  for  the  future  Examinations  of  the  Institute 
if  a  notice  appeared  in  your  useful  little  Journal  some  six 
weeks  or  so  previous  to  the  date  of  the  Examinations, 
reminding  yowt  readers  that  it  is  necessary  to  give  notice 
of  their  desire  to  enter  for  the  same  30  days  at  least  before 
they  take  place,  and  that  notice  most  be  given  on  a 
printed  form  supplied  by  the  Institute.  Such  a  notice 
would  have  saved  me  from  a  serious  blunder  that  has 
caused  me  loss  of  time  almost  irreparable.  I  have  stumbled, 
and  I  am  anxious  others  should  not  do  the  same.  Iloping 
you  will  give  this  your  consideration. 

Yours,  &c. 

H.  W.  BiDDELL. 

December  4th,  1883. 


To  the  Editor  of  The  Accountants'  Students*  Journal. 

Sir, — ^AUow  me  to  point  out  an  inaccuracy  in  the  ans« 
wers  to  questions  at  the  last  final  examination. 

No.  4  (Bookkeeping). 

You  say  in  reference  to  Bills  of  Exchange,  "If  the  words 
'  or  order '  are  omitted,  they  are  not  *  negotiable  instru- 
ments,* and  must  be  claimed  by  the  person  designated 
therein  as  the  payee.** 

This  was  formerly  so ;  but  section  8  of  the  Bills  of 
Exchange  Act,  1882,  provides  that  where  the  words  "  or 
order*'  or  **  or  bearer**  are  omitted,  they  must  be  taken  as 
payable  to  order  and  negotiable  by  endorsement  ;  unless 
words  restricting  the  negotiability  are  inserted,  such  as 

pay  A.  B only. 

Yours,  &c. 

B. 

Birmingham,  6th  December,  1883. 

(By  the  8th  section  of  the  Bills  of  Exchange  Act,  1882, 
a  bill  is  payable  "  to  order  **  which  does  not  contain  words 
prohibiting  transfer,  or  indicating  nn  intention  that  it 
should  not  be  transferred.  Where,  however,  the  words 
"  or  order  **  are  struck  out,  it  indicates  an  intention  that 
such  bill  should  not  be  transferable,  and  it  would  be  pay- 
able to  bearer  accordingly. — Ed.  Acountanta'  Students' 
Journal.) 


Answers  to  Institute  Examinations. 

To  the  Editor  of  The  Accountants*  Students'  Journal. 
SiB^ — ^With  reference  to  the  letter  of  E.  H.  T.,  on  the 
answer  given  in  your  columns  to  question  5  in  the  Mer- 
cantile Law  paper  of  the  last  examination,  which  recently 
appeared  in  The  Accountaui,  as  1  am  responsible  for  that 
answer,  perhaps  you  will  allow  me  space  for  a  few  words 
in  reply.  Smith's  Mercantile  Law  is  the  book  recom- 
mended to  students,  and  on  referring  to  that  I  find  in  con- 
nection with  the  subject  of  registration  these  words  : 
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**  It  is  to  be  observed  that  no  ship  is  absolutely  required 
to  be  registered,  registry  being  only  necessary  to  confer 
the  privileges  of  a  British  Ship/'  In  order  to  be  quite 
convinced  that  my  learned  friend  Smith  was  as  correct 
on  this  point  as  he  usually  is  on  others.  I  referred  to 
Maude  and  Pollock,  which  it  is  needless  to  say  is  a  work 
of  the  highest  authority  ;  and  in  page  29  I  found  this 
corroboration  of  Smith's  statement.  ''At  present  the 
peculiar  rights  of  British  ship  are  substantially  con6ned 
to  the  right  of  assuming  the  national  character  and  flag, 
and  of  claiming  protection  therefrom/'  As  the  space  at 
my  disposal  was  not  so  great  in  the  columns  of  the  Ac- 
countant^  as  it  would  have  been  on  the  paper  at  an  ex- 
amination, I  contented  myself  with  the  answer  recorded, 
considering  it  sufficient  for  all  necessary  purposes;  and  I  am 
still  of  the  same  opinion.  It  would  cartainiy  require  more 
ingenuity  than  I  possess  to  perceive  the  slightest  connec- 
tion between  Smith's  Mercantile  Law  as  the  subject  of  an 
examination,  and  the  Merchant  Shipping  Act  of  1862. 

Yours,  &c. 

Your  Legal  Correspondent. 

The  f (blowing  is  the  letter  refen*ed  to  : — 

Institute  Examinations— Answers  to  Questions. 

To  the  Editor  of  The  Accountant. 

Sir, — In  the  answer  to  question  No.  5  of  the  Mercantile 
Law  Paper  set  at  the  Final  Examination  in  June  last,  your 
correspondent  says  that  the  owner  of  a  registered  ship 
has  710  advantage  over  the  owner  of  an  unregistered  ship 
in  the  case  of  a  collision.  This  is  not  so.  He  has  this 
advantage,  that  his  liability  for  damage  done  to  goods,  &c. 
and  also  loss  of  life,  is  limited  to  £15  per  ton  on  the  regis- 
tered tonnage  of  his  fhip  ;  whereas  if  his  ship  were  not 
registered  he  would  be  liable  to  the  full  extent  of  his  other 
assets. 

This  is  provided  by  the  54th  section  of  the  Merchant 
Shipping  Act  Amendment  Act,  1862  (25  and  26  Vict.  cap. 
63),  which  is  as  follows  : — 

"  The  owners  of  any  ship,  whether  Britis^h  or  Foreign, 
'*  shall  not,  in  cases  where  all  or  any  of  the  following 
*'  events  occur  without  their  actual  fault  or  privity  (that  is 
to  say) — 

"(1.)    Where  any  loss  of  life  or  personal  injury  is 

'*  caused  to  any  person  being  earned  in  such  ship  : 
"  (2.)    Where  any  damage  or  loss  is  caused  to  any 

*'  goods,  merchandise,  or  other  things  whatsoever  on 

"  board  any  such  ship  : 
"  (3.)    Where  any  loss  of  life  or  personal  injury  is  by 

**  reason  of  the  improper  navigation  of  such  ship  as 

"  aforesaid  caused  to  any  person  carried  in  any 

"  other  ship  or  boat : 
"  (4.)    Where  any  loss  or  damage  is  by  reason  of  the 

<<  improper  navigation  of  such  ship  as  aforesaid 

**  caused  to  any  other  ship  or  boat,  or  to  any  goods, 

**  merchandise,  or  other  things  whatsoever  on  board 

'^luiy  other  ship  or  boat : 
**  be  answerable  to  damages  in  respect  to  loss  of  life  or 
"personal  injury,  either  alone  or  together  with  loss  or 
"  damage  to  ships,  boats,  goods,  merchandise,  or  other 
♦*  things,  to  an  aggregate  amount  exceeding  fifteen  pounds 
"  for  each  ton  of  their  ship's  tonnage  ;  nor  in  respect  of 
"loss  or  damage  to  ships,  goods,  merchandiBe,  or  other 
»♦  thinsBj  whether  there  be  in  addition  loss  of  life  or  per- 
"  sonal  injury  or  not,  to  an  aggregate  amount  exceeding 
»»  eight  pounds  for  each  ton  of  the  ship's  tonnage  ;  such 
« tonnage  to  be  the  registered  tonnage  in  the  case  of  sail- 


"  ing  ships,  and  in  the  case  of  steam  ships  the  gross  ton- 
'*  nage  without  deduction  on  account  of  engine  room.'* 

The  Act  of  18G2  is  to  be  construed  with,  and  part  of  the 
Merchant  Shipping  Act,  1854  (the  principal  Act).  Section 
516  of  the  principal  Act  says  that  "  nothing  in  the  ninth 
"part  of  this  Act  contained  shall  be  construed  to  extend 
"  to  any  British  ship  not  being  a  recognised  British  ship 
"  within  the  meaning  of  this  Act." 

The  ninth  part  of  the  principal  Act  refers  to  the  Limita- 
tion of  Liability  of  Shipowners,  and  the  54th  section  of  the 
Act  of  18G2  is  an  addition  to  this  ninth  part,  and  a  "British 
ship  not  being  a  recognised  British  ship  within  the  mean- 
ing of  this  Act"  means  an  unregistered  ship,  showing  that 
the  legislature  did  not  mean  to  extend  to  owners  of  un- 
registered ships  the  privilege  of  limited  liability. 

The  section  above  quoted  is  not  mentioned  in  the  text 
in  Smith's  Mercantile  Law,  and  can  only  be  found  by 
going  through  the  Acts  in  the  appendix,  which  I  need 
hardly  say  are  very  voluminous. 

Yours,  &c. 

E.  n.  T. 

Manchester,  27th  November,  1883. 


INSTITUTE  OF  CHARTERED  ACCOUNTANTS 

IN  ENGLAND  AND  WALES. 
At  a  meeting  of  the  Council  held  on  December  5th,  1883, 
The  following  applicants  were  admitted  Associates  : — 
Richard  Radnor  Kobarts,  14  Brown  Street,  Manchester  ; 
Arthur  Bennett,  clerk  to  L.  Voisey,  Guildhall  Chambers, 
Lloyd  Street,  Manchester  ;    Horace  Cawood,  clerk  to  W. 
G.  Hawson,  Hartshead  Chambers,  SheflSeld  ;  Mein  Wilkic, 
clerk  to  B.   Smith  &  Sons,  22  Darlington  Street,  Wolver- 
hampton ;    Alexander  Alfred   Yeatman,  clerk  to  Bauer 
&  Co.,  10  Newgate  Street,  E.C. 

A  report  of  the  Accountants'  Benevolent  Association 
Committee  recommending  the  establishment  of  a  "  Char- 
tered Accountants'  Benevolent  Association,"  and  setting 
forth  a  proposed  scheme  for  the  formation  of  such  an 
Association  was  presented.  It  was  resolved  that  the  pro- 
posed scheme  be  printed,  and  forwarded  to  all  the  members 
of  the  Council  with  an  invitation  to  them  to  make  sug- 
gestions thereon,  and  to  forward  such  suggestions  to  the 
Secretary  not  later  than  the  24th  instant,  in  order  that  the 
scheme  might  be  further  considered  by  the  Committee  in 
time  to  be  presented  to  the  Council  at  their  next  meeting. 
The  General  Fui-poses  Committee  reported  that  they 
had  prepared  a  form  of  draft  articles,  and  they  recom- 
mended that  the  form  should  be  issued  gratuitously  to  any 
members  of  the  Institute  desiring  to  avail  themselves  of 
it.  They  also  recommended  that  on  admission  to  member- 
ship of  the  Institute  of  Associates  not  in  practice,  a 
certificate  should  be  issued  to  them  bearing  the  seal  of  the 
Institute.  These  recommendations  of  the  committee 
were  adopted. 


BIRMINGHAM  ACCOUNTANTS*  STUDENTS' 

SOCIETY. 


BILLS  OF  EXCHANGE. 

At  a  general  mcctiRgof  ibe  above  socle tj  held  on  the  13th  Nov., 
Mr.  Allen  Edwards,  F.C.A.,  delivered  the  following  lecture  on 
Bills  of  Exchange : — 

Dean  Bamsey,  in  his  delightful  ReminiseenceB  of  Scottish 
Life  and  Character,  tells  the  following  story:—**  In  Lanarkshire 
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there  lived  a  sma'  Bma*  laird  named  Hamilton,  who  was  noted 
for  his  eccentricity.  On  one  occasion  a  neighbour  waited  on 
him  and  requested  his  name  as  an  aecommodation  to  a  bit  bill 
for  twenty  pounds,  at  three  months*  date,  which  led  to  the 
following  eharaoteristic  and  truly  Scottish  colloquy :  *  Na,  na, 
I  canna  do  that.*  *  What  for  no,  laird  ?  Te  hae  dune  the 
same  thing  for  ithen.*  *  Aye,  aye,  Tammas,  but  there*s  wheels 
within  wheels,  ye  ken  naething  aboat.  I  oanna  do't.'  '  It's  a 
sma'  affair  to  refuse  me,  laiiil.'  *  Well,  ye  see,  Tammas,  if  I 
was  to  pit  my  name  tilPt,  ye  wad  get  the  siller  frae  the  bank, 
and  when  the  time  came  round  ye  wadna  be  ready,  and  I  wad 
hae  to  pay*t.  8ae  then  you  and  me  wad  quarrel ;  sae  we  may 
just  as  Well  quarrel  the  noo,  as  lang's  the  siller's  in  ma 
pouch.*  *' 

This  story  might  very  well  be  remembered  by  the  accoun- 
tav)t,  for  no  one  knows  better  than  he  the  ruin  that  is  caused 
by  the  indiscriminate  use  of  accommodation  bills  as  a  means 
of  raising  the  wind.  The  Scotchman's  excuse  for  refusing  to 
be  a  party  to  such  an  instrument  was  a  most  admirable  one, 
and  might  well  be  employed  by  hundreds  of  others  who  are 
either  too  weak-minded  or  too  good-natured  to  be  able  to  with- 
stand the  importunities  of  their  friends  in  such  matters.  But 
I  shall  haye  more  to  say  about  the  subject  of  accommodation 
bill.s  later  on. 

For  a  good  definition  of  a  Bill  of  Exchange  perhaps  we 
cannot  do  better  than  refer  to  old  Blackstone,  who  writes  as 
follows :~"  A  bill  of  exchar'ge  is  a  security  originally  invented 
"  among  merchants  in  different  countries  for  the  more  easy 
"  rf>inittance  of  money  from  the  one  to  the  other,  which  has 
'*  since  spread  itself  into  almost  all  pecuniary  transactions.  It 
"  is  an  open  letter  of  request  from  one  man  to  another  desiring 
*'  him  to  pay  a  sum  named  therein  to  a  third  person  on  his 
'*  account,  by  which  means  a  man  at  the  most  distant  part  of 
"  the  world  may  have  money  remitted  to  him  from  any  trading 
'*  country.  If  A  lives  in  Jamaica,  and  owes  B,  who  lives  in 
"England,  £1,00;  now  if  C  be  going  from  England  to 
"Jamaica,  he  may  pay  B  this  £1,000  and  take  a  bill  of 
"  exchange  drawn  by  B  in  England  upon  A  in  Jamaica,  and 
"  receive  it  when  he  comes  thither.  Thus  does  B  receive  his 
**  debt,  at  any  distance  of  place,  by  transferring  it  to  C,  who 
"carries  over  his  money  in  paper  credit  without  danger  of 
"  robbery  or  loss.  This  method  is  said  to  have  been  brought 
"  into  general  use  by  the  Jews  and  Lombards,  when  bani^ed 
"  for  their  osury  and  other  vices,  in  order  the  more  easily  to 
**draw  their  effects  out  of  France  and  England,  into  those 
"countries  in  which  they  had  chosen  to  reside.  But  the 
"  invention  of  it  was  a  little  earlier,  for  the  Jews  were  banished 
"out  of  Gaienne  in  1287,  and  out  of  England  in  1290,  and  in 
"  1236  the  ase  of  paper  credit  was  introduced  into  the  Mogul 
"  empire  in  China.  In  common  speech  such  a  bill  is  frequently 
"  called  a  draft,  but  a  bill  of  exchange  is  the  more  legal  and 
"  mercantile  expression.  The  person,  however,  who  writes  this 
"  letrer  is  called  in  law  the  drawer,  and  he  to  whom  it  is  written 
"  the  drawte  ;  and  the  third  person  or  negotiator  to  whom  it  is 
"  payable  (whether  especially  named  or  the  hearer  generally)  is 
"called  the  payee.  These  bills  are  either  foreign  or  iadnnd; 
"  foreign  when  drawn  by  a  merchant  residing  abroad  upon  his 
"correspondent  in  En^nd,  or  vice  versa,  and  inland  when 
"both  the  drawer  and  drawee  reside  within  the  Kingdom. 
"Promissory  notes  or  notes  of  hand  are  a  plain  and  direct 
"  enjragement,  in  writing,  to  pay  a  sum  specified  at  the  time 
"  therein  limited  to  a  person  therein  named,  or  sometimes  to 
"  his  order  or  often  to  the  bearer  at  large." 

Such  is  Blaokstone's  definition. 

The  Bills  of  Exchange  Act,  1882,  gives  the  following  defini- 
tions :— 

(1 .)  A  bill  of  exchange  is  an  unconditional  order  in  writing 
acMressed  by  one  person  to  another,  signed  by  the  person 
giving  it,  requiring  the  person  to  whom  it  is  addressed  to  pay 
on  demand  or  at  a  fixed  or  determinable  future  time  a  sum 
certain  in  money  to  or  to  the  order  of  a  specified  person  or  to 
bearer. 

(2.)    A  sromiBioiy  note  is  an  nnoosditioiiftl  promise  in 


writing  made  by  one  person  to  another,  signed  by  the  maker, 
engaging  to  pay  on  demand  or  at  a  fixed  or  determinable  future 
time  a  sum  certain  in  money  to  or  to  the  order  of  a  specified 
person  or  to  bearer. 

(B.)  An  inland  bill  is  a  bill  which  is  or  on  the  face  of  it 
purports  to  be  both  drawn  and  payable  within  the  British 
Islands,  or  drawn  within  the  British  Islands  upon  some  person 
resident  therein.    Any  other  bill  is  a  foreign  bill. 

(4.)  A  cheque  is  a  bill  of  exchange  drawn  on  a  banker  pay- 
able on  demand. 

Although  the  foregoing  definitions  are  most  excellent  ones, 
I  think  they  fail  to  set  forth  some  of  the  major  advantages  of 
bills  of  exchange  and  promissory  notes.  I  will  endeavour  to 
explain  to  give  you  a  few  of  those  advantages : — 

(I.)  Such  bills  or  notes  enable  the  drawer  or  receiver,  by 
paying  a  small  consideration  to  the  financier  (called  discount), 
to  immediately  convert  into  eash,  on  certain  conditions,  a  debt 
due  to  him  at  some  future  date. 

(2.)  They  aie  a  convenient  means  of  fixing  (in  a  manner 
which  cannot  afterwards  be  departed  from  except  by  mutual 
consent)  the  exact  date  when  a  certain  debt  shall  be  paid. 
The  utility  of  this  means  in  the  case  of  shifty  or  careless  cus- 
tomers cannot  be  over-estimated. 

(3.)  They  are  convenient  and  useful  instruments  in  the 
borrowing  and  lending  of  money  and  of  fixing  suretyships,  for 
without  their  simple  agency,  elaborate  and  expensive  bonds, 
and  other  technical  agreements  would  frequejitly  be  necessary. 

(4.)  They  are  useful  in  the  payment  of  compositions,  for 
where,  in  such  cases,  creditors  have  to  be  put  all  on  the  same 
footing,  so  that  no  one  may  have  an  advantage  over  his  neigh- 
bour, the  giving  of  MIIe  to  all  prevents  any  individual  creditor 
from  taking  proceedings  before  the  time  when  an  instalment 
of  the  composition  falls  due. 

(5.)  They  constitute  a  legal  and  binding  acknowledgment 
of  money  owing.  The  importance  of  this  will  be  appreciated 
when  it  is  remembered  how  extremely  difficult  it  frequently  is 
in  cases  of  Utigation  to  prove  that  money  is  due  and  the 
amount  thereof. 

(6.)  They  are  an  easy  and  simple  means  of  transferring  or 
aligning  a  debt.  Transfers  or  assignments  of  debts  by  any  other 
mear.s  are  as  a  rule  unsatisfactory,  for  in  such  cases  not  only 
does  the  assignee  have  to  prove  the  assignment,  but  he  also  often- 
times has  to  prove  the  debt ;  which  in  the  absence  of  the  assignor 
or  his  servants  is  frequently  impoisible. 

Bills  of  Exchange  have  their  disadvantages,  for  though  they 
are  very  useful  in  the  hand*  of  those  who  know  how  to  work 
them  properly,  they  are  dangerous  and  often  fatal  to  those  who 
do  not.  There  is  a  story  told  of  a  man  who  owed  his  neighbour 
£100,  and  after  making  many  applications  for  the  money  without 
success,  the  creditor  obtained  an  acceptance  for  the  amount.  As 
soon  as  the  drawer's  back  was  turned,  the  acceptor  heaved  a  sigh 
of  relief  and  excUinied,  **  Thank  God,  that's  done  with."  Althoiw:h 
this  is  no  doubt  fiction,  such  a  case  is  by  no  means  unlikely. 
To  thoughtless  and  careless  men  bills  are  like  volcanoes,  often- 
times bursting  out,  as  it  were,  when  they  are  least  expected  or 
prepared  for.  Your  own  experience  will  tell  you  how  manv  men 
omit  to  keep  even  a  record  of  the  bills  they  accept,  or  which  ther 
discount  with  their  banker?.  And  the  newspapers  tcOTi  with 
oases  whero  improvident  and  t*>oughtless  men  hare  ruined  them- 
selves and  their  friends  by  the  indiscriminate  accepUog  of  bull. 

But  among  the  other  disadvantages  of  bills,  let  me  mention 
this  one.  If  you  draw  upon  your  customer  for  an  amount,  say 
at  three  mouths,  and  he  acoepto,  you  are  precluded  lirom  taking , 
any  proceedings  against  him  in  respect  of  the  debt  until  the  biU 
becomes  due,  and  in  the  meantime  othera  of  his  creditors  may 
obtain  executions  agaioat  him,  and  aU  Uie  esUte  may  diaappeu 
befor  you  can  stir  a  step.  But  1  under  the  new  Bankruptcy  Act, 
if  the  debtor  commiU  an  act  of  bankruptey,  you  may  present  a 
petition  against  him,  ifyour  amount  be  sufficient,  notwithslandmg 
your  bill  may  not  have  matured. 

I  will  now  give  you  the  most  genand  forma  of  Billi  of  Ex- 
change and  Promissory  Notes : 
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(1.)     Ordinary  Bill  of  Exchange. 

£100.  fiinnfngham,  let  Noyember  1883. 

Three  months  after  date  pay  to  my  order  the  sum  of  one 
hundred  pounds  for  yalue  teceived. 
To  Mr.  Thomas  Jones,  (Signed)    John  Smith. 

Ma^ster,  Manchester. 
Tn  this  form  the  bill  is  called  a  draft,  and  is  sent  to  Jones  for 
his  ace  ptance.    He  writes  ecrois  it,  **  Accepted,  payable  at  the 

Bounty  Bank,  London, 
Thomas  Jones." 
(2.)     Promissory  note. 

£100.  Birmingham,  Ist  Nov.  1883. 

Three  months  after  date  I  promise  to  pay  to  the 
order  of  John  Smith  the  sum  of  one  hundred  pounds 
for  value  received.  Thomas  Jones. 

Puyable  at 

The  Bounty  Bank,  London. 
(3.)    Promissory  note. 

£100.  Birmingham,  Ist  Nov.  1883. 

Three  months  after  date   we  jointly  and  atverally 
promise  to  pay  to  the  order  of  John  Smith  the  sum  of 
one  hundred  pounds  for  value  received. 
Payable  at  Thomab  Jokes, 

The  Bounty  Bank,  London.  Bichavd  Bbowm. 

The  object  of  the  words  jointly  and  sevirally  is  to  make  each 
of  the  makers  of  the  promissory  note  liable  for  the  full  amount, 
and  to  be  sued  separately  therefor. 
(4.)    Promissory  note. 

£100.  Birmingham,  Ist  Nov.  1883. 

Three  months  after  date  we  jointly  and  severally,  or 
any  two  or  more  of  n«,  promise  to  pay  to  the  order  of 
John  Smith  the  sum  of  one  hundred  pounds  for  value 
received.  Thomas  Jones, 

BicHABD  Brown, 
Payable  at  James  Bobimson, 

The  Bounty  Bank,  London.  Henbt  Johkson. 

In  this  case,  as  in  the  last,  each  of  the  persons  signing  the 
note  may  be  sued  separately  for  the  whole  amount.  The 
words  ^^or  any  two  or  more  of  us  "  enable  the  holder  of  ^e  note 
to  sue  any  two  or  more  of  the  signatories  as  he  may  deem  best. 
I  shall  refer  to  foreign  bills  drawn  in  sets  further  on. 
In  all  the  foregoing  forms  the  following  particulars  are 
stated  :— 

The  date  of  the  bill. 
The  amount. 
The  time. 

The  names  of  drawer,  acceptor,  and  payee. 
The  place  where  the  bill  is  payable. 
The  consideration. 
The  words  '*  value  received  **  denote  the  consideration.    The 
bills  aie  payable  three  days  after  they  become  due — these 
three  days  being  called  days  of  grace.    If  the  last  day  of  grace 
is  a  Sunday,  Christmas  Day  or  Good  Friday,  the  bill  is  payable 
on  the  day  before.    If  it  be  a  Bank  Holiday  the  bill  is  payable 
the  day  after.    If  the  last  day  of  grace  be  a  Sunday  and  the 
second  day  of  grace  a  Bank  Holiday,  the  bill  is  due  on  the 
succeeding  business  day.    If  a  bill  be  drawn  in  this  form : — 
"  On  the  2nd  January,  1883,  pay  to  my  order,  Ac.,'*  the  bill  is 
.  due  on  the  5th  January. 

Bills  are  sometimes  drawn  payable  at  so  many  days*  sight: 
then  they  must  be  presented  for  acceptance  in  order  to  fix  the 
due  date.  Time  days*  grace  must  be  added  to  the  days  of 
sight  mentioned  in  the  bill  before  the  due  date  can  be  ascer- 
tained. There  are  no  days  of  grace  in  the  case  of  bills  and 
cheques  made  payable  on  demand.  The  number  of  days  of 
grace  varies  in  different  countries.  In  many  countries  there 
are  no  days  of  grace  at  all. 

An  ad  valorem  duty,  called  a  stamp,  is  payable  on  all  bills 
negotiated  in  this  country.  In  the  case  of  inland  bills  the 
stamp  must  be  impressed— but  the  duty  on  foreign  bills  may 
be  paid  by  adhesive  stamps.  The  reason  of  this  is  that  it  is 
not  required  to  pay  the  duty  unless  the  bills  are  subsequently 
negotiated  in  thu  coontry;  ^ 


It  will  not  be  possible  in  the  oonrse  of  a  single  lecture  to 
give  yon  all  the  law  relating  to  bills  of  exchange.  In  the  year 
1882  an  Act  was  passed  called  **  Ihe  Bills  of  Exchange  Act, 
1882,"  which  codified  the  whole  of  the  laws  relating  to  bills  of 
exchange,  cheques,  and  promissory  notes,  and  came  into  imme- 
diate operation.  The  Act  is  peculiar  in  the  respect  that  it  is 
the  first  piece  of  codification  which  has  found  its  way  into  the 
statute  book.  I  suppose  we  may  consider  the  Birmingham 
Consolidation  Act,  1883,  as  another  successful  attempt  at  codi- 
fication. A  convenient  edition  of  the  "  Bills  of  Exchange  Act, 
1882,"  has  been  published  by  Mr.  Chalmers,  the  draftsman  of 
the  bill  (who,  by  the  way,  was  also  the  draftsman  of  the  new 
Bankruptcy  Act).  This  edition  may  be  obtained  of  Messrs, 
Waterlow  &  Sons,  Limited,  and  as  the  price  is  very  moderate, 
viz.,  under  Ss.,  I  should  strongly  recommend  you  all  to  pur- 
chase a  copy.  The  wording  of  the  Act  is  exceedingly  t-imple 
and  ought  readily  to  be  underiitood  by  all  of  you.  I  will 
endeavour  to  explain  the  more  important  of  the  sections  of  the 
Act,  which  I  think  those  who  follow  our  profession  should  be 
conversant  with.  To  commence : — 
A  Bill  is  not  invalid 

(1 )    If  it  be  not  signed  by  the  drawer  before  it  is  accepted. 
(2.)    If  it  is  not  dated. 

(3^    If  the  value  given  is  not  specified,  or  if  no  considera- 
tion or  value  is  stated  at  all. 
(4.)    If  it  is  not  specified  where  the  biH  is  drawn  or  where 

it  is  payable. 
(5.)    If  it  does  not  contain  any  words  in  the  acceptance 

beyond  the  bare  signature  of  the  drawee. 
(6.)    If  it  be  ante  dated  or  post  dated,  or  dated  on  a  Sunday. 
A  bill  may  be  made  payable— 
1.)    To  the  drawer  or  his  order. 
f2.)    To  the  drawee  or  his  order. 
(S.i    To  one  or  more  third  parties  specified  or  order. 
(4.)    To  bearer. 
(5.)    To  the  holder  of  an  office  for  the  time  being. 
A  bill  may  be  made  payable  with  interest. 

„  „  by  stated  instalments. 

„  „  by  stated  instalments,  with  a 

proviso  that  on  default  in  payment  of  any  instalment,  the 
whole  shall  become  due. 

A  bill  may  be  made  payable  according  to  an  indicated  rate 
of  exchange. 

Where  in  a  bill  there  is  a  discrepanoy  between  the  words 
and  the  figures  denoting  the  amount,  the  sum  denoted  by  the 
words  shflJl  be  payable. 
The  term  month  in  a  bill  always  means  calendar  month. 
The  person  to  whom  a  bill  is  payable  is  called  the  payee. 
Before  the  payee  can  negotiate  the  bill  he  must  endorse  it.  If 
he  simply  write  his  name  on  the  back,  the  bill  becomes  pay- 
able to  "  bearer  "  without  further  endorsement.  But  the  ori- 
ginal payee  may  endorse  it  as  follows : — 

Pay  to  the  order  of  Henry  Jackson. 

(Signed)  John  Smith. 
Heniy  Jackson  then  becomes  the  payee,  and  may  deal  with 
the  bill  in  the  same  manner  as  John  Smith. 

But  suppose  the  original  payee  wishes  to  endorse  the  bill  to 
Henry  Jackson  on  the  understanding  that  Henry  Jackson  or 
his  endorsees  are  not  to  have  any  claim  on  him  (the  original 
payee)  should  the  drawer  and  acceptor  both  fail  to  meet  the 
bill,  the  following  words  are  used — 

Pay  to  the  order  of  Henry  Jackson, 

Without  reccourse, 

John  Smith. 
This  endorsement  should  always  be  used  when  the  payee 
sells  the  bill  out  and  out  at  the  risk  of  the  puzchaser.    It  Is 
also  usual  where  the  endorsement  is  only  a  matter  of  formality 
to  give  the  bill  ourrenpy. 

Where  a  bill  is  payable  to  the  order  of  two  or  more  payees 
or  endorsees  who  are  not  -partners,  all  must  endorse,  unless 
the  one  endorshig  has  authority  to  endorse  for  the  others. 

Sometimes  the  endorsements  on  the  back  of  a  bill  take 
up  so  much  room  that  there  in  no  room  for  any  others  that 
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may  be  required.  A  slip  of  paper  called  an  **  allonge  *'  is  then 
attached  to  the  bill.  To  avoid  the  poseibilitj  of  fraud  the 
first  endorsement  on  the  allonge  is  OBually  begun  on  the  bill 
and  completed  on  the  allonge. 

Where,  in  a  bill  payable  to  order,  the  payee  or  endorsee 
is  wrongly  designated,  or  his  name  is  mis-spelt,  he  may  endorse 
the  bill  as  therein  described,  adding,  if  he  think  fit,  his  proper 
signature. 

If  a  bill  were  made  payable  to  Mrs.  John  Jones,  the  best 
way  to  endorse  it  would  be  **  Ellen  Jones,  wife  of  John  Junes." 

Sometimes  a  bill  bears  what  is  called  a  reftrictive  en- 
dorrement,  which  may  prohibit  the  further  negotiation  of  the 
bill,  or  express  that  it  is  a  mere  authority  to  deal  with  the  bill 
as  thereby  directed.  The  following  ere  examples — "Pay  D 
only,**  **  Pay  D  for  the  account  of  X,'*  <frc.,  &c, 

A  bill  may  be  made  payable  on  the  death  of  a  certain  person. 
Sometimes  foreign  bills  are  payable  at  "usance/* — that  is, 
according  to  the  usage  of  the  countries  between  which  the  bill 
is  drawn  as  to  the  time  of  payment.  An  usance  between  Lon- 
don, Holland,  Germany,  Belgium,  and  France  is  generally  one 
calendar  month;  between  London  and  Spain  and  Portuga^  2 
calendar  months ;  and  between  London  and  Italy,  3  calendar 
months. 

A  llank  bill  stamp  with  only  a  bare  signature  of  the  intended 
ac<  pptor  iray  be  filled  up  for  the  amount  covered  by  the  stamp 
whrre  it  has  been  obtained  by  the  bolder  bondftde. 

Where  a  bill  is  drawn  or  endorsed  by  an  infant,  minor  or  cor- 
poration having  no  capacity  or  power  to  incur  liability  on  a  bill, 
the  holder  may  receive  payment  of  the  bUl,  and  may  enforce  it 
against  any  other  parties  thereto.  i 

A  f  ignature  by  procuration  operates  as  notice  that  the  agent 
has  but  a  limited  authority  to  sign,  and  the  principal  is  only 
bound  by  such  signnture  if  the  agent  in  so  signing  was  acting 
within  the  actual  limits  of  his  authority. 

But  care  should  he  taken  in  the  signing  of  a  bill  on  behalf  of 
another  person  or  firm,  or  the  signer  may  be  rendered  personally 
liable.  Say  the  name  of  the  signer  is  James  Harrison,  and  his 
principals  Jones  and  Co.,  or  the  Coal  Company,  Limitad. 

Il  he  aign — 
1).    James  Harrison, 

Clerk  to  Jones  and  Co., 

or  {2A    James  Harrison, 

Secretary  to  the  Coal  Company,  Limited, 
he  may  be  rendered  personally  liable. 

He  should  sign, 

(1.)    Per  pr.t.,  Jones  and  Co., 
Jami>s  Harrison. 

or  (2)    For  and  on  behalf  of  the  Coal  Company,  Limited, 
Jamea  Harrison,  Secretary. 

Thia  cannot  be  too  strongly  borne  In  mind,  especially  where  the 
drawing,  accepting  or  endorsing  is  made  on  behalf  of  a  Company. 
Directora  have  frequently  been  held  liable  where  they  have  not 
obcerved  thia  precaution. 

The  holder  of  a  bill  of  exchange  has  certain  duties  which  it 
would  be  wtll  for  him  lobeconvereantwith,  or  his  rights  under  the 
bill  may  Vr  nish  :  that  is  to  tay  his  rights  against  the  drawer  and  en- 
dorsers. He  must  above  all  things,  notwithstanding  he  may  be 
poe  tivel  J  certain  it  willbe  dishononred,  present  the  bill  for  payment 
I  n  the  day  when  and  at  the  place  where  it  falbi  due.  If  be  fail  to  do 
so,  and  the  bill  be  subsequently  dishonoured,  the  drawer  or 
tndorser  might  rayon  application  to  them  for  payment, — 
"  Oh,  no  ;  if  yon  had  presented  the  biU  as  provided  on  the  face 
of  it,  it  would  have  been  met,  but  between  the  due  date  and 
the  date  of  your  presentation,  the  acceptor  becsme  bankrupt, 
and  you  muat  therefore  anflfer  for  your  own  negligence.  We 
are  discharged.*'  This  explains  why  it  is  usual,  though  it  is 
not  necessary,  to  note  an  inland  bill,  viz.  to  preserve  the 
h older *s  rights  against  drawer  and  endorsers.  Ine  course  of 
procedure  is  generally  aa  follows :—  The  holder  or  his  agent, 
or  banker,  presents  ttie  bill  for  payment  as  provided  for  on  the 
face  thereof.  If  the  bill  be  not  paid,  the  person  presenting  it 
leaves  a  notice  at  the  place  of  presentation  saying  that  the  bill 
has  been  presentcdf  and  that  it  lies  at  a  eertam  place,  which 


is  named,  whore  it  nmy  be  taken  up.  If  it  be  not  taken  up 
during  the  day,  it  is  handed  to  the  notary,  who  makes  what 
may  be  called  an  official  presentation,  and  if  the  bill  be  still 
dishonoured,  he  makes  an  entry  of  dishonour  in  his  books, 
which  entry  is  generally  con.si«iered  evidence  against  all  parties 
of  the  proper  presentation  of  the  bill. 

A  notary  public  is  a  person  who  occupies  an  official  position 
under  the  civil  law,  and  his  seal  of  office  ia  universally  recog- 
nised as  a  sufficient  voucher  in  matters  of  a  commercial 
character,  for  the  facts  attested  by  any  document  to  which 
that  seal  is  affixed  ;  a  protest  under  a  foreign  notarial  seal  is 
evidence  in  our  courts  of  law  in  England. 

Bills  and  cheques  payable  on  demand  should  be  presented 
for  payment  within  a  reasonable  time.  If  not,  and  the  ac- 
ceptor or  banker  fail  in  the  meantime,  the  rights  against  the 
drawer  may  be  lost. 

Many  b  lis,  especially  foreign  bills,  come  into  the  hands  of 
the  payee  before  they  are  accepted ;  then  they  should  be  pre- 
sented for  acceptance,  but  this  is  not  necessary  in  all  oases. 
Many  a  bill  is  presented  for  acceptance  and  payment  at  the 
same  time ;  or,  in  other  words,  is  presented  for  payment  before 
it  has  been  accepted.  But  if  the  bill  be  payable  elsewhere 
than  at  the  residence  or  place  of  business  of  the  drawee,  it 
muMt  be  presented  for  acceptance.  The  reason  for  this  is 
obvious. 

Bills  payable  after  sight  must  be  negotiated  or  presented  for 
acceptance  within  a  reasonable  time,  or  the  rights  against 
drawer  and  endorsers  may  be  lost. 

If  a  bill  he  presented  for  acceptance  and  be  not  accepted 
within  the  customary  time  (ususJly  24  hours),  the  person  pre- 
senting it  must  treat  it  as  dishonoured  by  non-acceptance^ 
and  the  holder  has  an  immediate  right  of  recourse  againat 
drawer  and  endorsers,  unless  otherwise  restricted ;  but  he  must 
give  the  necessary  notices  of  dishonour  as  in  the  case  of  non- 
payment. 

An  acceptance  may  be  qualified,  i,e.  the  acceptor  may  ac* 
cept  for  part  of  the  amount  only,  or  may  accept  payable  againat 
delivery  of  bill  of  lading,  Ac,  Ae.  In  this  case  notice  of  quali- 
gcation  should  be  sent  to  the  drawer  and  endorsers.    If  it  be 

foreign  bill  and  be  accepted  for  part  only,  it  must  be  protested 
or  noted  as  to  the  balance. 

Where  a  bill  has  either  by  non-acceptance  or  non-payment 
been  dishonoured,  the  holder  or  his  agent  must  within  the 
prescribed  time  give  notice  of  dishonour  to  the  drawer  and  each 
endorser,  or  the  drawer  and  endorsers  may  be  discharged. 
The  return  of  a  dishonoured  bill  to  the  drawer  or  endorser  is 
deemed  sufficient  no  ice  of  disholkour. 

A  bill  must  be  presented  for  pa3rment  on  the  due  date,  not- 
withstanding the  death  or  bankruptcy  of  the  acceptor.  Although, 
as  I  have  before  stated,  it  .is  notneoesaary  to  note  an  udand 
bill  in  order  to  preserve  the  rights  against  drawer  or  endorser, 
a  foreign  bill  tnust  be  protested  for  non-aooeptanoe  or  non-pay- 
ment, as  the  case  may  be. 

It  is  not,  howeverl  necessary  to  protest  a  foreign  promissory 
note  Wby,  I  do  not  know.  Protesting  is  a  stronger  form  of 
noting.  Except  as  otherwise  provided,  a  bill  must  be  protested 
on  the  day  of  dishonour,  and  at  the  place  where  it  is  dishonoured. 
The  protest  must  contain  a  copy  of  the  bill,  be  signed  by  a 
notary,  and  must  specify  certain  particulars  (as  cause  of  dis- 
honour, d:o.)  as  provided  by  the  Act. 

Where  the  services  of  a  notary  cannot  be  obtained  at  the 
place  where  a  bill  is  diahonoured,  any  householder  or  sub- 
stantial resident  of  the  place  may  in  the  presence  of  two  witnesses 
give  a  certificate  signed  by  them  attesting  the  dishonour  of 
the  bill,  and  this  certificate  shall  operate  as  if  it  were  a  formal 
protest.  In  such  a  case  the  following  form  should  be  adhered 
to  as  nearly  as  possible : — 

Enow  all  men  that  I  A.  B.  rhouaeholder)  of  in 

the  County  of  in  the  United  Kingdom,  at  the  request 
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of  C.  D.,  there  being  no  notary  public  available,  did  on  the 
day  of  188    at  demand  payment  (or  acceptance) 

of  the  bill  of  exchange  hereunder  written  from  E.  F.,  to  which 
demand  he  made  answer  (state  answer  if  any),  wherefore  I 
now  in  the  presence  of  G.  H.  and  J.  K.  do  protest  the  said 
I  ill  of  exchange.  (Signed),  A.  B. 

^3   K    1  W**°®8seB. 

The  bill  itself  should  be  annexed,  or  a  copy  of  the  bill  and 
all  that  is  written  thereon  should  be  under-written. 

Subject  to  the  provisions  of  the  Bills  of  Ezchaoge  Act,  when 
a  bill  U  dishonoured  by  non-payment  an  imiEediate  right  of 
recourse  against  the  drawer  and  endorsers  accrues  to  the  holder. 

It  may  be  tak  n  for  granted  that  the  acceptor  of  a  bill  is 
alvraya  liable  on  it,  notwithstanding  that  the  bill— 

(1.)    May  not  have  been  presented  for  payment  or  presented 
on  the  right  day. 

(2.)    May  not  have  been  noted  or  protested. 

(3.)    May  have  been  dlihonoured,  and  notice  of  dishonour  not 
have  been  sent  to  the  acceptor. 

When  the  holder  of  a  bill  or  his  agent  presents  it  for  payment 
he  must  exhibit  it  ta  the  person  from  whom  he  demands  payment. 

When  a  bill  has  been  dishonoured,  the  holder  may  recover 
from  any  person  liable  on  the  bill,  i,e  ,  if  he  have  duly  presented 
the  bill  for  paymept  and  given  the  neccs^^ary  notices  of  dishonour. 
If  the  drawer  pay  the  bill  he  may  recover  from  the  acceptor.  If 
an  endoner  has  been  obliged  to  pay  the  bill  he  may  recover  from 
the  acceptor,  or  the  drawer,  or  a  prior  endorser.  The  aum  which 
may  be  recovered  by  law  includes,  in  addition  to  the  amount  of 
the  bill,  the  expenses  of  noting  and  also  interest. 

If  the  holder  of  a  bill  allow  the  acceptor  further  time  for  pay- 
ment without  the  knowledge  or  consent  of  the  drawer  and 
endorsers,  the  latter  are  discharged.  The  reason  for  this  is 
obvious.  If  a  man  is  surety  for  payment  of  a  debt  of  another, 
the  creditor  cannot  release  the  principal  debtor  from  his  debt 
without  also  releasing  the  surety ;  nor  can  he  extend  bis  time  for 
paying  it  or  grant  to  him  any  terma  which  may  place  the  surety 
in  a  more  disadvantageous  position.  On  bi^Is  of  exchange  the 
acceptor  is  the  party  primarily  liable  tu  pay,  and  is  therefore 
oonsidered  to  be  Uie  principal  debtor ;  but  all  other  persons  whose 
names  are  upon  it  being  aUo  liable  to  pay  if  the  acceptor  makes 
default,  they  ar  j  regarded  as  sureties  for  the  acceptor. 

According  to  section  60  of  the  Act,  when  a  bill  or  cheque  is 
drawn  on  a  banker  to  order  on  demand,  and  the  banker  pays  it  in 
good  faith,  he  is  not  liable  should  the  endorsement  be  forged  or 
made  without  authority.  But  Mr.  Chalmers  says,  in  a  note 
to  section  24,  "If  a  banker  "pays  an  aooeptanoe  held 
under  a  forged  endorsement  he  cannot  '*  debit  his  customer 
with  the  amount  so  paid."  This  is  somewhat  conflicting. 
But  I  understand,  and  my  opinion  is  endorsed  by  an  emi- 
nent Birmingham  bank  manager,  that  if,  in  the  case  of 
a  forged  endorsement,  the  instrument  is  payable  "  on  demand," 
the -banker  is  not  liable,  but  if  otherwise  hfi  is* 

Sometimes  a  bill  oontaina  a  reference  "  in  case  of  need,"  or  is 
accepted  or  paid  ^*  for  honour*'  as  it  is  called.  For  instanoe,  if 
A  in  London  wishes  to  draw  upon  B  in  Paris,  and  he  sends  the 
draft  to  C,  who  is  also  in  Paris,  he  may  refer  the  bill  to  another 
person  in  Paris,  in  case  B  does  not  accept  the  bill  or  pay  it  at 
mataTity.  For  it  will  be  apparent  that  it  might  seriously  injure 
A*s  credit  with  C  if  he  sent  him  a  bill  which  might  turn  out  bad, 
■0  the  bill  contains  a  reference  to  D  in  case  of  need. 

And  whether  the  bill  contain  a  reference  in  case  of  need  or  not, 
it  may  be  taken  aa  a  general  rule  that  any(  person  in  case  of  dis- 
honour by  non-acceptance  or  non-payment  of  a  bill  may  inter- 
Tene  uid  aooept  or  pay  it  for  the  honour  of  any  person  hable  on 
the  bill.  If  accepted  for  honour  it  should  be  distinctly  stated  for 
whoae  honour  it  is  so  accepted.  The  acceptor  for  honour  is  liable 
on  tiie  biU  to  the  same  extent  as  the  person  for  whose  honour  he 
aoeepta. 


When  a  dishonoured  bill  has  been  accepted  for  honour  tupra 
protestt  or  contains  a  reference  in  case  of  need,  it  must  be  pro- 
tested for  non-payment  as  against  the  origintd  drawee  before  it 
can  be  presented  for  payment  to  the  acceptor  for  honour  or 
referee  in  case  of  need,  and  it  must  be  so  presented  or  forwarded 
for  presentatiou  not  later  than  the  day  following  its  maturity. 

Payment  for  honour  must  be  attested  by  what  is  called  a 
notarial  act  of  Ivonour^  in  order  to  preserve  the  rights  of  the  per- 
son for  whose  honour  the  bill  is  paid.  The  payer  for  honour  is 
entitled  to  have  the  bill  delivered  up  to  him. 

If  a  bill  be  lost  before  it  become  due,  the  owner  may,  on 
giving  the  neceasiry  seourity  for  indemnity,  compel  the  acceptor 
to  give  him  another  bill  of  the  sime  ten  our. 

Foreign  bills  are  frequently  drawn  in  sets  of  three.  This  is  to 
provide  against  loss  or  miscarriage.  Thus,  if  A  in  Monte  Video 
wishes  to  draw  on  B  in  London  and  to  send  the  dr^ft  to  C,  he 
may  wish  t)  provide  against  the  loss  or  miscarriage  of  the  dtaft, 
so  that  C  may  not  have  to  wait  for  another  mail  before  he  can 
collect  the  money  from  B.  To  effect  this  insurance  A  draws 
three  bills  and  sends  them  to  G  under  separate  covers.  The  bills 
then  are  drawn  somowhat  in  the  following  manner: — 

At  8  days'  sight  pay  this  first  Bill  of  Exchange,  second 
and  third  of  the  same  tenor  unpaid,  to  the  order  of  C,  the 
sum  of  cue  hundred  pounds  for  value  received. 
To  B.  (Signed)  A. 

Then  if  C.  duly  receive  the  first  of  the  set  he  makes  no  use  of 
the  other  two ;  if  the  first  miscarry  he  uses  the  second,  and  so 
on.  It  may  be  taken  as  a  general  rule  that  the  due  payment  of 
one  bill  of  a  set  discharges  all  the  others,  for  all  bills  oi  a  set  are 
by  law  reckoned  to  constitute  one  bill.  Bat  if  the  holder  of  a 
set  endorses  and  circulates  two  or  more  parts  to  different  person 
ho  is  liable  on  every  such  part.  If  two  or  more  parts  of  a  bill  are 
in  circulation,  the  drawee  must  pay  the  holder  of  the  part  whose 
I  title  first  accrues,  but  he  is  salo  if  he  accepts  or  pays  the  part 
first  presented  to  him.  And  if  the  drawee  has  accepted  one  part 
of  a  bill  and  he  pays  another  part,  without  the  production  of  the 
part  he  has  accepted,  he  is  liable  on  that  part  also  to  a  holder  in 
due  course.  And  if  the  drawee  accepts  more  than  one  part,  and 
the  parts  get  into  the  bands  of  separate  holders,  he  is  liable  on 
every  such  pat  t  as  if  they  were  separate  bills. 

It  will  be  readily  understood  that  different  countries  have 
different  laws  on  the  subject  of  bills  of  exchange. 

Then  (I.)  the  duties  of  a  holder  as  regards  presentment  for 
acceptance  or  payment,  protest  and  notice  of  dishonour,  are  deter- 
mined by  the  law  of  the  place  where  the  act  is  done  or  the  bill 
is  dishonoured. 

(2.)  Where  a  bill  is  drawn  out  of  England  and  payable  in 
England,  and  the  value  expressed  in  other  than  English  currency, 
the  amount  is  calculated  according  to  the  rate  of  exchange  for 
sight  drafts  at  the  place  of  payment  on  the  day  when  the  bill  is 
payable. 

(8.)  When  a  bill  is  drawn  in  one  country  and  payable  In 
another,  the  due  date  thereof  is  determined  according  to  the  law 
of  the  place  where  it  is  payablo.  It  should  be  remembered  that 
there  are  no  days  of  grace  in  France.  A  bill  drawn  in  Paris  on 
London  is  entitled  to  three  days  of  grace,  while  a  bill  drawn  in 
London  on  Paris  is  not  entitled  to  any  days  of  grace. 

4.)  The  validity  of  a  bill  as  reicards  requisites  in  form,  is 
determined  b^  the  law  of  the  place  of  issue  ;  and  the  validitv  as 
Ttigards  requisites  in  form  of  the  supervening  contracts,  such  as 
acceptance  or  endorsement  for  acceptances  %upra  protest,  is  de- 
termined by  the  law  of  the  place  where  such  contract  was  made. 

CBEQUaS. 

It  may  be  taken  as  a  general  rule  that  the  prorisions  of  the 
Bills  of  Exchange  Act  as  regards  bills  payable  on  demand,  apply 
to  cheques  payable  by  a  banker. 

Perhaps  the  principal  thing  tQ  be  remembered  as  regards 
cheques  applies  to  the  subject  of  presentation.  If  the  holder  of 
a  cheque  fail  to  present  it  for  payment  withiii  a  reasonable  time, 
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and  the  penon  or  bank  on  whom  the  cheque  is  drawn  mupend 
payment  in  the  meantime,  and  if  tha  diawer  at  the  time  had 
comdent  fanda  at  ihe  drawee*!  to  meet  the  cheque,  then  what- 
«yer  loss  there  may  be  &11b  upon  the  holder,  and  the  drawer  ia 
diMharged.  But  Uie  holder  has  a  right  of  proof  on  the  drawee*! 
Mtate.  For  eiample,  A.  draws  a  cheqae  for  £100  on  his  banker, 
whieh  ia  nol^  praseoted  within  a  reasonable  time.  The  banker 
fiuls,  A.  hETing  at  the  time  aai&eient  money  to  his  oredit  ta  meet 
the  cheque ;  A.  ia  discharged,  but  the  holder  can  prore  for  £100 
•gainat  the  banker's  eatate.  The  moral  of  this  Is,  always  pre- 
aent  your  oheqaea  as  soon  as  receiTed. 

Inaamnch  as  a  cheque  is  a  bill  of  exchange,  it  follows  that  if 
dishonoured  on  presentment,  notice  of  dishonoor  must  be  giyen 
to  the  drawer  (and  endorser  if  any). 

A  banker  must  not  pay  a  customer's  cheque 

(1.)    If  he  haTe  receiyed  notice  of  countermand. 

(2.)    If  he  hafe  reoeired  notice  or  knowledge  of  the  cus- 
tomer's death. 

(3.)    If  he  have  receiyed  notice  or  knowledge  that  the  cus- 
tomer have  committed  an  act  of  bankruptcy. 

If  a  banker,  baring  suflBcient  funds  in  hand,  dishonours  his 
eastomer's  cheques,  he  is  liable  to  him  in  action  for  damages. 

If  a  cheque  be  crossed,  it  must  only  be  paid  through  a  banker. 
A  cheque  may  be  crossed  in  the  following  ways : — 

(1.)    By  the  addition  of  two  parallel  transTerse  lines. 

(2.)  By  two  such  lines  and  the  wc»ds  '*  A  Co."  or  the  name 
of  a  banker.  If  the  name  of  a  banker  be  inserted, 
the  cheqae  must  only  be  paid  to  that  banker ;  and 
if  in  addition  to  the  name  of  the  banker  the  name  of 
the  custmer's  account  with  that  banker  is  added, 
then  the  cheque  must  be  credited  to  that  customer's 
account  only.  Such  a  crossing  constitutes  an  almost 
perfect  safeguard  ;  and  I  would  strongly  advise  all 
accountants  when  making  payment  by  cheque,  to 
cross  the  cheque  with  the  payee's  name  and  bank. 
If  the  name  of  the  bank  is  not  known,  then  the 
name  of  the  account  of  the  payee  should  be  inserted 
with  the  words  "  &  Co."    Thus— 


•a/o 


ft  Co. 

William  Smitb. 


A  cheque  may  be  crossed  with  the  name  of  a  town,  which 
signifies  that  the  cheque  must  only  be  paid  to  a  banker  in  that 
town. 

The  crossing  may  be  made  by  the  drawer,  or  the  holder,  or  the 
banker  who  presents  it  for  payment. 

Where  a  cheque  is  crossed  specially,  the  banker  to  whom  it  is 
eroaaed  may  again  cross  it  specially  to  another  banker  for 
collection. 

Notwithstanding  a  cheque  be  crossed  "  not  negotiable,"  it  may 
be  passed  from  hand  to  hand  in  the  same  manner  as  ^  it  were 
not  so  crossed.  But  a  person  taking  a  dieque  so  crossed  should 
be  carafhl  from  whom  he  takes  it,  as  he  cannot  by  law  have  a 
better  right  to  the  cheque  than  the  last  holder.  Thus,  if  he  takes 
it  firom  a  thief  who  has  stolen  it,  the  thief  cannot  of  course  hsTe 
any  right  to  the  cheqae  or  to  payment  of  it;  therefore,  neither 
can  the  person  to  whom  the  thief  pays  it  hare  such  right 

It  thus  appears  that  a  person  receiving  a  cheque  crossed  **  not 
negotiable  '*  does  so  at  his  own  risk.  The  same  rale  applies  to 
bills  negotiated  after  maturity.  A  bill  may  be  negotiated  after 
maturity,  but  only  subject  to  any  defoct  of  title  affecting  it  at  its 
mataritj.  and  thanoeforward  no  person  who  takes  it  can  aeqwie 
OT'sive  a  better  title  than  that  which  the  person  from  whom  he 
took  it  had.  And  upon  this  pomt  it  BhsnMhe  remembered  that 
a  bill  pmble  on  demand  is  deemed  to  be  overdue  for  the  pur- 
poiBB  I  have  jnst  rafeired  to,  when  it  appears  on  the  &oe  of  it  to 


have  been  in  dreulation  for  an  nnreasonaUe  length  of  time,  and 
the  rule  also  applies  to  stale  cheques. 

With  yery  few  exceptions,  bankers  by  the  Bank  Charter  Act 
are  not  allowed  to  issue  bank  notes,  so  they  may  not  make  or 
accept  any  bill  or  note  payable  to  bearer  on  deiumd, 

STAMPS. 

The  ad  valorem  duty  on  a  bill,  note,  or  bheque  payable  on 
demand  is  one  penny.    This  may  be  paid  by  an  adhesiTC  stamp, 
which  should  be  cancelled  by  the  drawer  before  issue  of  the  in, 
strument    But  if  the  drawer  have  omitted  to  aflix  the  stamp 
the  presenter  or  banker  may  do  so. 

The  duty  upon  foreign  bills  may  also  be  paid  by  adhesive 
stamps.  The  reason  for  thia  I  have  explained  before.  If  you 
pav  a  foreign  bill  unstamped  into  your  bank,  the  banker  as  a 
rule  affixes  the  stamp  and  charges  the  same  to  your  account. 
The  cancellation  of  an  adhesive  stamp  should  contain  the  name 
or  initials  of  cancellor,  uid  also  the  ^te  of  cancellation.  The 
omission  to  cancel  may  incur  a  liability  of  £10. 

In  cases  other  than  bills  or  cheques  on  demand  and  foreign  biUs 
the  stamp  must  be  impressed  before  the  bill  is  drawn.  The  pen- 
alty for  neglect  is  £10. 

Bills  must  only  be  drawn  on  Bill  Stamps.  But  supposing  you 
wish  to  draw  a  bill  and  you  have  not  a  bill  stamp  handy,  but  ^ou 
haTC  an  agreement  or  other  impressed  stamp  of  the  required 
amount,  you  may  then  draw  the  bill  on  that  stamp,  but  in  that 
case  you  must  send  the  biU  to  be  properly  stamped,  and  pay  the 
duty  over  again  and  also  the  penalty.  If  at  the  time  of  stamping, 
the  bill  is  not  due  the  penalty  is  £2  ;  if  it  is  due  the  penalty  is  £10. 
In  no  other  case  may  a  Bdl  of  Exchange  be  stamped  with  an 
impressed  stamp  after  the  execution  thereof. 

The  impressed  stamp  on  a  bill  contains  the  words  '*  Bill  or 
note." 

In  the  case  of  Bills  in  sets,  only  one  part  need  be  stamped.  I 
belieye  it  occasionally  happens  that  one  part  of  a  bill  is  stamped 
and  another  part  accepted.  I  imagine  the  practice  then  would 
be  to  fasten  the  two  parts  together  and  present  them  as  one  bill  ao 
£utened. 

It  is  not  legal  to  issue  post  dated  ehequea.  Such  cheques  are 
deemed  to  be  bills  or  notes  payable  on  a  certain  day  in  the  future, 
and,  as  such,  are  liable  to  Uie  regular  stamp  duty.  The  liability 
to  penalty  is  £10. 

Tou  all  of  you  know  the  stamp  duties  payable  upon  Bills  of 
Exchange.  If  you  do  not  you  ought  to.  The  information  is  to 
be  found  in  nearly  every  almanack  and  diary  published.  But 
there  are  certain  bills  or  notes  that  are  not  liable  to  duty  at  all. 
Among  these  are  the  following  :— 

(1.)    BiUs  or  notes  issued  by  the  banks  of  England  and  Ireland 

(2.)  Bills  or  drafts  of  one  banker  in  the  United  Kingdom  on 
another  banker  in  the  United  Kingdom  for  the  par- 
poses  of  clearance  or  of  adjusting  accounts  between 
Buch  bsnkers. 

(S.)  Letters  or  orders  by  ooe  banker  in  the  United  Kingdom 
to  another  banker  in  the  United  Kingdom  for  payment 
of  money  to  third  parties. 

(4 .)  Drafts  of  the  Accountant  General  in  Chancery  in  England 
or  Ireland. 

(5.)  Warrants  for  payment  of  Goyemment  annuities  or  o 
interest  in  national  debt  or  other  Government  securities 

(6.)  Coupons  or  warrants  for  interest  attached  to  and  issned 
with  any  security. 

There  are  some  other  exceptions  from  stamp  duties 
whioh  I  need  not  now  mention. 

WhUe  upon  thia  sabject,  it  may  be  interesting  to  mention  that 
although  bank  notes  issued  by  the  Banks  of  England  and  Ireland 
are  exempt  from  stamp  duty,  the  bank  notes  issued  bv  other 
bulks  are  not  so  exempt  It  is  not,  however,  many  banks  that  hare 
the  privil^d  of  iaining  bank  notes.    The  names  of  those  banks  so 
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Sriyileged  are  I  belieye  to  be  found  in  the  Bank  Charter  Act.  The 
ntlea  payable  are  to  be  found  in  the  Stamp  Act  of  1870.  Thny 
are  Tery  mnoh  heavier  than  the  duties  on  ordinary  bills  of  Ex- 
change, for  tbe  reason  I  snppose  because  there  is  no  limit  to  the 
nomber  of  times  tiiey  may  be  issued.  Many  banks  are  allowed  to 
issae  unstamped  bank  notes,  and  to  componrdforthe  duty  at 
stated  times.  In  such  cases  they  are  compelled  to  make  period- 
ical returns  of  their  issae. 

A  few  words  about  dlsoounting  bills  may  not  be  out  of  place 
here.  Bills  are  usually  discounted  with  bankers,  but  bill  dis- 
counting has  loDg  been  a  profitable  business  with  money  lenders 
and  other  persons— other  than  bankers  The  amount  charged 
for  adrancing  the  money  on  a  bill  before  it  is  due  is  called  the 
**  discount,"  and  it  becomes  everyone  before  he  discounts  a  bill  to 
have  a  proper  understanding  as  to  what  the  discount  shall  be. 
And  here  let  me  advise  every  one  of  you  to  see  that  your  clients 
have  a  proper  understanding  in  writing  from  their  bankers  as  to 
what  their  terms  shall  be  on  the  following  heads : — 

(1.)  Commission  on  turnover. 

(2.)  Interest  charged  on  overdraft. 

(3.)  Discount  on  bills. 

(4.)  Interest  allowed  on  money  in  hand. 

The  letter  containing  these  terms  should  be  gummed  to  the 
fly-leaf  of  the  private  ledger,  and  will  be  found  most  useful  in 
case  of  reference  or  dispute. 

The  disoount  on  bills  charged  by  bank(  rs  varies  according  to 
the  price  of  money.  With  Birmingham  banks,  in  the  absence  of 
any  other  arrangement,  the  charge  is  very  frequently  1  per  cent, 
above  bank  rate,  and  never  less  than  4  per  cent.,  while  the 
interest  charged  on  an  overdrawn  account  is  generally  1  per  cent, 
above  bank  rate,  and  never  less  than  5  per  cent.  I  consider  that 
bank  diecounts  should  always  be  checked,  for  bankers  are  as  liable 
to  make  mistakes  as  any  other  persons.  The  checking  of  the 
discounts  can  easily  be  done  with  interest  tables,  reckoning  the 
number  of  days  from  the  date  of  payment  in  until  the  due  date. 
As  a  rule  the  discount  charged  by  private  bill  discounters  is 
ffreater  than  that  charged  by  bankers,  because  it  most  frequently 
happens  that  the  bills  discounted  by  such  firms  have  been  already 
refused  by  bankers,  or  would  be  refused  if  taken  to  them.  The 
greater  the  risk  the  greater  should  be  the  profit  is  a  universal 
rule.  Bankers  should  always  enter  the  discount  on  a  bill  in  the 
customer's  pass  book  on  the  date  or  day  after  the  bill  is  paid  in. 
Some  bankers  do  not  do  so,  but  add  all  the  discounts  together, 
and  charge  them  in  one  sum  at  the  end  of  the  six  months  of 
balancing.  This  plan  should  always  be  resisted,  because  it  does 
not  admit  of  accurate  checking. 

Some  bankers  who  allow  their  customers  to  overdraw  their 
accounts,  notwithstanding  they  may  have  good  security,  will 
sometimes  ask  for  a  bill  al  three  months  for  the  amount  of  the 
overdraft  as  **  collateral  security,"  as  they  call  it.  No  difficulty 
is  offered  to  tbe  renewal  of  such  bills,  and  this  is  usually  done 
every  three  months.  The  customer  should  not  submit  to  such  a 
practice.  For  be  not  only  has  to  pay  the  cost  of  the  bill  stamp 
four  times  every  year,  but  he  also  has  to  pay  the  commission  in 
the  increased  turnover.  Thus,  if  the  bill  bie  for  £1,000,  he  will 
have  to  pay  £2  per  annum  for  stamp  duty,  and  commission  on 
£4, '^•00,  for  the  turnover  will  be  increased  by  that  amount  by  the 
£1,000  bill  passing  through  the  account  four  times  every  year. 
In  many  cases  it  is  only  for  the  purpose  of  obtaining  such  in- 
creased commission  that  bankers  ask  for  these  collateral  security 
bills,  and  if  this  £Mt  were  more  generally  known,  such  bills 
would  less  frequently  be  given. 

I  have  promised  to  say  a  few  words  on  the  subject  of  accom- 
modation bills.  These  may  be  briefly  described  as  bills  accepted 
without  value.  Tbe  rights  in  respect  of  such  bills  in  the  hands 
of  third  parties  are  the  same  as  in  ordinarv  bills,  snd  it  is  imma- 
terial whether  such  holders  when  they  tooK  such  bills  knew  them 
to  be  accommodation  bills  or  not. 

When  a  person  accepts  a  bill  for  the  accommodation  of  another, 
the  person  accommodated  is  held,  in  the  absence  of  any  express 


agreement,  to  engage  that  he  will  provide  tanda  for  the  jMiyment 
of  the  bill  at  maturity,  and  that  iti  owinc  to  his  omission  to  do 
so,  the  acoommodation  acceptor  is  oompeUed  to  pay  the.bUI,  he 
will  indemnify  him. 

It  is  impossible  to  over-eatimate  the  extent  of  the  evfl  oaiued 
by  the  use  of  accommodation  bills,  and  I  consider  it  is  the  moral 
duty  of  every  Chartered  Accountant  when  he  finds  big  clienta 
resorting  to  such  a  practice,  to  use  his  best  endeavours  to  per- 
suade them  to  discontinue  it.  It  frequently  happens  that  aocom* 
modation  bills  are  exchanged,  •'.#.  A.  draws  upon  B.  and  B.  npoa 
A.  If  one  party  fails  then  the  other  party  has  to  pay  both  bUls, 
and  this  is  where  there  is  so  much  danger  in  the  practice.  For 
Tou  will  generally  find  that  when  acoommodation  bills  are  passed 
between  two  persons,  one  at  least  is  in  an  Insolvent  condition. 
A  client  of  mine  once  told  me  he  had  exchanged  accommodation 
bills  with  a  friend  who  had  failed.  **  But,"  said  my  client,  "  I 
am  all  right,  because  I  did  not  use  the  bills  which  I  reoeived.** 
He  soon  found  out,  however,  that  he  was  all  wrong,  as  he  had  t j 
pay  the  other  bills  without  receiving  any  value  for  them. 

I  am  not  sure,  but  I  believe  bills  accepted  in  payment  of 
gambling  debts  may  not  be  recovered  at  law  by  the  drawer. 

Bills  and  promissory  notes  are  largely  used  by  accountants  for 
the  payment  of  compositions.  The  advantages  of  this  mode  of 
payment  are  several  :^ 

(1.)  You  are  able  to  obtain  an  immediate  discharge  from  the 
creditors,  subject,  of  course,  to  the  due  payment  of  the 
bills. 

(2.)  All  the  creditors  are  placed  upon  an  equal  footing,  so 
that  one  may  not  be  able  to  sue  the  debtor  before 
another. 

(3.)  Bills  and  promissory  notes  are  a  convenient  means  of 
obtaining  sureties,  for  few  compositions  are  accepted 
without  one  instalment  at  least  being  secured. 

For  the  purposes  of  the  payment  of  compMitions  I  prefer  pro- 
missory notes  to  bills  of  exchange,  because  they  are  simpler. 
Composition  bills  should  be  drawn  by  the  sareties  on  the  debtor, 
and  specially  endorsed  by  the  sureties  to  the  creditor.  If  com- 
position notes  are  used  they  should  be  drawn  in  the  following 
manner  : — 

(1 .)    Where  there  are  two  parties  only  to  the  note — 
**  We  jointly  and  severally  promise  t  do** 
Tou  may  then,  upon  dishonour,  sue  either  or  both  of  the 
parties. 

(2.)  Where  there  are  three  or  more  parties,  the  form  should 
be — 

"  Wt  jointly  and  severally  and  any  two  or  more  of  ms 
promise,  (to.** 

In  this  case,  upon  dishonour,  you  may  sue  any  one,  any 
two,  any  three,  &c.,  &c.,  of  the  parties,  the  advan- 
tages of  which  power  cannot  be  over  estimated. 

If  yon  are  paying  dividends  or  compositions,  before  doing  so 
always  see  that  the  creditors  give  up  or  present  for  endorsement 
all  the  old  bUls  ^ej  hold  bearing  the  debtor's  name,  and  for 
which  his  estate  is  liable.  If  you  omit  to  do  so  you  may  have 
to  pay  the  dividend  twice  over.  For,  in  the  absence  of  fraud, 
it  may  be  taken  for  granted  that  the  holder  of  the  old  bill  is  the 
party  entitied  to  receive  the  composition  or  dividend.  In  pay- 
ment  of  compositions,  unless  for  ctsh^you  are  not  entitied  to 
demand  the  old  biUs  to  be  given  up.  The  creditors  should  hold 
them  until  the  due  payment  of  the  oomposition  bills,  because,  if 
such  bills  are  not  so  paid,  the  creditors*  rights  in  respect  of  Uie 
old  bills  revive. 

On  due  payment  of  oomposition  billfl  at  maturity  and  on  payment 
of  final  dividends,  the  old  bills  should  be  given  up,  i.e.  if  thera 
be  no  one  liable  on  them  except  tbe  debtor.  When  ereditora  pre- 
sent the  old  bills,  on  payment  of  compositions  by  biUe  or  notes^ 
or  on  payment  of  dividends  other  than  final  ones,  the  old  bills 
should  be  endorsed  by  the  trustee,  with  a  memorandum  of  tha 
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paymeat  of  moh  oompoution  or  diyidaod.  The  old  bills  thoiild 
also  be  00  endorsed  on  payment  of  any  composition  or  diTidend, 
where  any  other  person  or  persons  are  uable  upon  the  bill  except 
the  d6bt<Mr.  Such  endorsement  is  neoessary  becante  you  cannot 
demand  the  old  bills  to  be  giren  up,  as  Uie  creditor  will  want 
them  for  the  puzpoae  of  claiming  on  the  other  parties  liable. 
There  are  Tarious  ways  of  making  the  endorsements  I  baTe  re- 
ferred to  and  most  accountants  bare  a  form  of  their  own.  I 
think  the  simplest  form  is  as  follows : — 

Be  John  Smith, 

p  . ,      /  let  dividend  \ 

*  I  composition  }  of  58.  in  poond  on  this 

(  2nd  and  final  diTidend  )    bill 

William  Jonefi, 

Trustee,  30th  June,  1883. 

ThiB  form  though  very  simple  will  I  think  be  found  sufficient 
for  all  practical  purposes. 

For  the  purposes  of  the  Statute  of  Limitations,  bills  payable 
on  demand  date,  not  from  the  day  of  presentation,  but  from  the 
date  of  the  bills.  This  should  be  remembered,  for  it  is  not  un- 
uftual  for  bills  on  demand  to  be  kept  for  years  without  presenta- 
tion, and  if  care  be  not  taken  to  present  within  six  yean  from 
the  date  of  the  bill,  the  maker  may  plead  the  statute. 

Another  peculiarity  about  bills  of  exchange  is  this.  If  you  giTe 
your  landlord  an  acceptance  for  his  rent,  he  does  not,  pending 
the  maturity  of  the  bUl,  forego  his  right  of  distress.  In  some 
recent  proceedings  where  I  was  receiver,  the  debtor  had  given 
his  landlord  an  acceptance  for  the  quarter's  rent  last  accrued, 
but  immediately  on  the  proceedings  becoming  known  to  him,  the 
landlord  put  in  a  distress  and  I  could  not  prevent  his  doing  so. 

A  third  peculiarity  is,  that  if  the  sheriff  levy  on  a  man's  goods 
and  under  sach  levy  takes  possession  of  any  bills  of  exchange  or 
other  securities  for  money  which  may  be  on  the  premises,  the 
law  allows  him  to  sue  on  such  bills  or  secantiev. 

Many  firms,  especially  jewellers  and  wholesale  drapers,  are 
almost  daily  called  upon  to  renew  their  customer's  bill^,  and  for 
reasons  best  known  to  themfelvep,  they  do  not  wish  their  bankers 
to  know  of  such  renewals.  Two  or  three  courses  are  open  to 
them.  One  is  to  send  the  money  to  the  customer  and  ask  him 
to  advise  the  bill  in  the  ordinary  way.  But  this  plan  has 
its  drawbacks,  as  the  oastomer  may  retain  the  caih  and 
not  adviw  the  bill,  or  he  may  go  into  liquidation  before  he 
have  advised  the  bill.  To  provide  against  such  a  danger, 
the  drawer  may  obtain  gold  or  notes  from  hii  own  bank, 
and  advise  the  bill  to  be  renewed  through  another  bank  or  through 
some  accommodating  money  lender.  I  cannot  recommend  the 
practice,  for  the  first  banker  will  soon  get  scent  of  the  transac- 
tion, and  suspicion  will  be  aroused. 

A  lecture  addressed  to  acoountants  on  the  subject  of  bills  of 
exchange  would  be  inoomplete  unless  it  included  some  observa- 
tions as  to  the  best  means  of  treating  such  biUs  in  books  of 
account.  I  will,  therefore,  as  biiefly  as  I  can  refer  to  this 
matter. 

For  the  purposes  of  bookkeeping  it  may  be  considered  that  the 
giving  of  a  bill  of  exchange  settles  one  contract  and  opens  up 
another.  Thus,  if  a  man  has  given  a  bill  for  certain  goods,  he  is 
considered  to  have  paid  for  the  goods,  and  he  is  only  liable  on 
the  bill,  although  should  the  bill  be  not  paid  at  nuturity  he  may, 
if  he  hold  the  biU,  sue  upon  it  or  for  the  goods  as  he  thinks  best. 

A  business  man  may  accept  bills  drawn  on  him  by  firms  from 
whom  he  buys,  and  draw  bills  on  the  customers  to  whom  he  seUs. 
In  treating  such  biUs  in  his  books  the  former  are  called  *<  bills 
payable,"  and  the  latter  "  bills  receivable."  It  is  usual  to  keep  a 
book  <»lled  the  bill-book,  the  one  end  containing  rulings  for  bills 
payable  and  the  other  for  biUs  receivable.  This  is  the  first 
book  where  bills  should  be  recorded  by  the  bookkeeper.  The 
rulings  for  bills  payable  should  reserve  columns  for  the  following 

particulars ;—  

Number  of  bill. 
Date  of  acceptance. 
Pate  of  bill. 


Name  of  drawer. 
Name  of  acceptor. 
Where  payable,  and  to  whom. 
Time. 
Due  date. 
Amount. 

Bemarks.  / 

The  entriea  for  bills  receivable  are : — 
Number  of  bill. 
When  received. 
When  dated. 
From  whom  received. 
On  whom  drawn. 
By  whom  drawn. 
Where  payable. 
Time. 
Due  date. 
Amount. 
How  disposed  of. 
Bemarks. 

In  some  Scotch  bill-books,  under  the  column  of  due  date,  there 
are  twelve  subsidiary  columns,  one  each  for  the  twelve  months  of 
the  year.  Thus  if  a  bill  be  due  on  the  17th  January,  the  number 
17  is  placed  in  the  January  column.  The  only  advantage  of  thla 
method  is,  that  by  it  you  can  tell  at  a  glance  what  bills  fall  due 
in  any  particular  month. 

Now,  assuming  that  the  billB  have  been  duly  chronicled  in  the 
'  bill-book,  how  are  they  to  be  further  treated  7  First,  as  regarda 
I  bills  payable.    The  correct  method  is  to  make  a  journal  entry 

;  once  every  month,  or  oftener,  as  follows : — 

I 

I  Sundries.  Dr. 

to  BUls  Payable. 

Tou  will,  all  of  you,  I  am  sure,  undei stand  the  meaning  and 
modus  operandi  of  this  entry  without  further  explanation.  By 
its  mean%  when  the  journal  is  posted,  every  person  to  whom  a 
bill  has  been  given  is  debited  therewith,  and  bills  payable 
account  is  creditidd  with  the  total  of  such  bills,  and  therefore 
stands  as  a  creditor.  When  the  bill  is  met,  it  is  passed 
through  the  cash  book  in  the  same  maimer  as  an  ordinary 
cheque.  Thus  the  bank  account  is  credited  with  the  amount 
and  bills  payable  debited.  The  balance  of  bills  payable 
account  will,  therefore,  if  the  account  be  properly  posted  up 
show  the  total  amount  of  bills  which  have  to  be  met. 

In  the  case  of  bills  receivable,  the  journal  entry  should  be 

Bills  receivable  I^- 

To  sundries 

The  customer's  accounts  will,  therefore,  be  credited,  and  bills 
receivable  account  debited.  When  the  bills  are  paid  away,  to 
your  bankers  or  otherwise,  they  should  be  passed  through  the 
cash  book  showing  the  amount  as  received /rom  bilU  reeewahle. 
The  entry  on  the  Dr.  side  of  the  cash  book  is  posted  to  the  Cr. 
of  bills  receivaVIe,  and  thus  the  balance  of  bills  receivable  ac- 
count should  be  the  total  of  billfl  hi  hand.  It  should  always  be 
the  duty  of  the  auditor  to  verify  the  oorreotnesa  of  the  balances 
shown  by  bills  receivable  and  bUU  payable  accounts. 

I  have  described  to  you  what  I  believe  to  be  the  most  correct 
way  to  treit  bills  in  books  of  account.  Bot  where  a  journal  is 
not  kept  (and  I  strongly  advise  you  to  always  dispenie  with  such 
a  book  if  possible)  other  plans  may  be  adopted.  Tou  may  post 
the  biUs  direct  from  the  bill  book  to  the  personal  accounts,  ani 
nost  the  totels  of  the  bill  book  to  the  private  ledger  acoounto  in 
£e  same  manner  as  you  post  the  totals  of  the  day  book.  Or  you 
may  journalise  the  bOla  through  the  caah  book,  thus  :^ 

By  bills  receivable        AlOO 


To  J.  Smith         i^lOO 


or 


To  bills  payable   £150 


By  J.  Jones 


£150 


The  private  ledger  account  will  thyn  work  in  a  Bimilap  manner 
I  if  the  bill*  were  pasaed  through  the  jownal,  only  the  bilU  m- 
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■tMd  of  sppuring  in  the  bill  Moonat  in  totaU  vill  be  poated 
Mparately.  Muiy  icconntaDte,  howerer,  object  to  this  mathod, 
•■  tbsj  ny  it  ii  Dot  ri|;ht  to  make  >  jaarnal  of  the  ouh   book. 

Some  flnni  piy  tU  tbeir  bill*  kwaj  u  loon  u  received,  and 
•imply  enter  them  in  the  euh  book  u  ordinary  oheqnai,  keeping 
pattiouUn  in  the  bill  book  for  referenoa.  Other  Brnu  wiU  pay 
■om*  of  the  bllli  into  the  bank  for  diacouDt,  and  othonf  which  are 
billed  CMoals)  for  nfe  onetody,  or  al  neurity,  but  which  an  only 
to  be  credited  to  the  aeoount  when  lotoally  oolleoled  by  the 
bank. 

If  a  onatomer'i  bill  be  retuned  it  ihonld  be  eotered  through 
the  caah  book,  thus  : — 

To  bank  £leo  1«.  6d.  By  S.  Smith   £160  If.  6d. 

The  bank  account  tbni  seta  credited  with  the  amount,  and  the 
Bnitomer's  acconnt  debited.    If  the  bill  be  renewed  the  ouatomer 
afaoold  be  charged  through  the  Journal  with 
(1.)  CoK  ol  bill  itamp, 
[3.]   Intereit. 
,  (3.)  Bank  ootnmiidon. 

The  Bonk  oommiasioa  ibonld  not  be  omitted  bac&oie  the  bill 
baa  10  past  tbrougb  the  bank  account  a  aeoaod  time,  Euid  It  ia 
only  right  that  the  ooatomer  ahould  ^ay  the  bank  ing  eipeniee  on 
the  eeoond  bill  which  ia  taken  for  hia  coDToiiieDDe. 

The  Billj  of  Exchange  Aot^  1B82,  piOTldes  the  aame  law  for 
England,  Scotland,  and  Ireland,  wiUi  one  single  exoeptian  oon- 
fauned  in  eection  67.  That  ii  that  in  Scotland  where  the  dntwee 
of  a  bill  faai  in  hia  hands  funda  arailable  for  Ihe  payment  thereof, 
the  bill  operates  as  an  aaiignment  of  the  sum  lor  which  it  is 
drawn  in  laToar  of  the  bolder,  from  the  lima  when  the  bill  ie  pra- 
Mnted  to  tbe  drawee.  In  Englaid  and  Ireland  no  anch  aaaign- 
ment  is  implied. 

I  haTe  already  explained  to  you  that  the  holder  of  a  bill  hti, 
upon  ita  non'HoaepUnce  or  non-payment  at  maturity,  an  immedi- 
*td  right  of  aotioQ  againat  the  drawer,  and  prior  endorser  or  en- 
doraers.  Now,  aa  regards  proceedings  for  recovery  on  a  bill  of 
exchange.  It  la,  as  I  hare  before  mentioned,  a  gimt  advaalsxa 
to  have  a  bill  to  sue  upon  inasmuch  aa  the  debt  la  one  of  liqui- 
dated amount,  that  ia,  of  an  amount  that  is  asoertaiued  and  can- 
Dct  be  qnestioned.  If  the  amount  of  the  bill  be  under  £60,  yon 
may  sue  ia  the  County  Court,  er  in  the  High  Court  of  Justioe. 
Bat  if  you  proceed  in  the  latter  Court,  and  obtain  judgment  fin 
an  amouDt  lees  than  £60,  you  are  only  entitled  to  euoh  ooats,  bb 
TOu  would  bare  been  entitled  to  had  you  proceeded  in  Ibe 
Oonnty  Oouit.  All  billa  are  presuned  to  hare  been  gi*en  for 
valuable  consideration,  and  an  Act  was  pa&sed  In  1666  called  the 
"  Bummary  Procedure  on  Billa  of  Kiohangs  Act"  to  prevent  any 
one  dafendiag  an  action  on  a  bill  unteai  he  had  a  good  defence  to 
the  action  on  Ita  merita.  Under  that  act  In  the  ooee  of 
an  action  oommenoed  on  a  bill  or  note  within  alx  montba 
after  it  became  due,  by  means  of  a  writ,  endorsed  with 
a  copy  of  the  bill  or  note,  and  a  certain  particular 
notice,  the  plaintiff  was  entitled  to  judgment,  uideae 
the  defendant  within  13  days,  on  an  afBdavit  that  he  had 
a  defence  obtained  leave  from  a  judge  to  defend  the 
Mtlon.  Although  tbia  act  applied  only  to  ue  superior  Ocurtg, 
it*  praotioewaaeooaafterwaidH  adopted  bytlie  County  Court*. 
MM  I  bell  ere  It  still  appllea  tiiere  notwithstanding  the  act  Itself 
haa  been  abollahed. 

In  the  case  of  an  aotion  on  a  bill  In  tbe  High  Court  of 
Jnatice,  the  plaintiff  may  take  out  a  snmmona  calUng  upon  Uie 
defendant  t«  show  to  ttie  iBti«faction  of  the  Ootut,  that  he 
hare  a  good  defence  to  the  action,  tailing  which  the  plaloHfl 
may  sign  judgment. 

Ton  will  tbua  see  that  there  Is  a  alight  advantage,  If  yoor 
debt  be  over  410  and  uoder  £50  In  proceeding  In  the  Oounty 
Conn  under  tbe  procedure  of  the  Act  of  1866.  Thenby  the 
defendant  miui  prove  within  12  daya  that  he  has  a  good  de- 
fenoe,  or  he  1«  not  allowed  to  defend.  In  the  High  Court  he  is 
not  obliged  to  prove  thli  onleas  tbe  plaintiff  (akei  out  a  HMoial 
nmaioni  "**""g  upon  him  to  do  ml  I 


If  you  sign  a  bill  at  a  tine  when  you  are  ao  drunk  aa  not  to 
know  what  you  are  doing,  yon  are  not  liable,  i.e.  ubIsb  yea 
ratify  lbs  contract  irtien  yon  are  sober.  Baron  Alderaon  hdd 
that  a  dgnatnre  on  a  bill  by  a  penon  whcm  totally  dmnk  wM 
"just  the  same  as  if  he  had  writteu  hb  name  im  the  bill  io  Ua 
sleep  in  a  state  of  somnambulism." 

Id  conclusion,  do  not  think  I  have  ezbaueted  the  eBbjaet. 
There  is  much  more  to  be  learned  on  referenoe  to  the  Act.  "  ~' 
I  think  I  have  included  in  this  lecture  most  of  the  ii 


The  Second  Ordinary  Ueeting  of  this  Aawwlaticn  wa*  bdd  at 
Albion  Chambere,  Briatol,  on  Thnnday  evening,  the  3Sth  October., 
The  occoeion  was  a  meeting  of  mock  credilort  of  laaaa  Oblnle, 
whoy  oa  anppoaed  to  have  been  oarryinK  on  baaines*  at  St.  Philip's, 
Briatol,  as  an  onEineer  and  beerhonae  keeper. 

Mr.  Frank  N.  Tribe,  A.C.  A.,  who  was  elected  chairman,  said 
that  it  was  with  mingled  frielicgs  of  sorrow  and  nutifloation  that 
he  assumed  that  poeitian.  Whilst  he  felt  flattrred^y  being  chcteo 
from  out  of  the  general  body  of  creditora  to  preeide  at  that  meet- 
ing, he  could  but  regret  the  unfortunate  cironmalance  of  Ur. 
Chixale  having  filed  his  petition.  From  what  he  had  heaid  he 
thought  the  present  oaee  a  very  bad  one,  and  he  urged  upon  oredi- 
tore  the  desuihility  of  having  it  thoroughly  inveetlgated. 

Proofa  to  the  extent  of  £S140  11a.  lid.  were  admitted  by  !&« 
meeting,  whilat  two.thoMofthedebtor'aalstera,  Martha  and  Eliia 
Chiiile,  were  objected  to,  and  sere  ultimately  withdrawn. 

On  behalf  of  the  debtor,  who  throagh  ill  health  was  unable  to 
he  preaent,  Mr.  E.  N.  Tribe  (Che  receiver}  read  the  statement  of 
aSdrs,  a  summary  of  which  is  as  follows : — 

Briitol,  Uth  October,  lUl. 
Statement  ol  Uie  Aflairi  of  Isuc  Ceiiili 

on  ths  Eighth  day  ol  October,  1883. 


Altar  MnDdeiabte  disouaaion,  In  wblnh  the  Chairman,  TVTiwii 
Henry  Aostay,  A.C.A.,  Clament  Gardiner,  A.C.A.,  Detriore, 
Watson  Grace,  William  Qrimea,  J.  Herbert,  H.  Hobba,  LyttlelOD, 
B.  Uiohael,  Fritchett,  and  J.  H.  Witling  took  part,  reaolutiona 
to  liquidate  the  estate  by  arrangement  were  agreed  npoD,  »p- 
poiD^  the  receiver  (Mr.  E.  N.  Tribe),  as  tiuitee,  with  aeom- 
mittee  of  inspection.  Ur.  Fred.  W.  Baber,  who  had  asitim«d 
tha  office  ol  solicitor  to  theprooeedingB)  was  instmotad  to  reg- 
isttf  the  rasolntions, 

A  cordial  vote  of  thanks  to  tha  Cbainuan  wsa  pasaed  upon 
the  motion  of  Ucsstb  Henry  Anitsy,  A.C.A..  and  C.  Oardinar, 
A.C.A. 
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ABBITBATIOMS  AKO  AWABDS. 

At  a  meeting  of  the  above  society  held  at  St.  Miohaers  Hall, 
on  the  23rd  Oct.,  Mr.  Sneath,  F.O.A.  in  the  Chair,  Mr.  Joshaa 
Slater,  Barrister-at-Law,  delivered  the  following  lecture  on 
Arbitrations  and  Awards : — 

It  will  be  impossible  in  the  short  time  at  oar  disposal  to 
enter  as  f  ally  as  could  be  desired  into  the  consideration  of  so 
impor;ant  a  subject  as  the  one  chosen  for  our  lecture  this 
evening.  We  will  therefore  content  ourselves  with  glancing 
briefly  at  the  principal  points  of  the  subject,  and  will  endeavour 
to  pat  clearly  and  concisely  before  you  what  an  arbitration  is, 
and  what  are  the  powers  and  duties  of  an  arbitrator.  Arbitration 
is  the  submission  of  a  matter  in  dispute  to  the  judgment  of 
one,  two,  or  more  persons  called  arbitrators.  An  arbitrator 
is  the  person  chosen  by  the  consent  of  the  parties  to  determine 
mattert}  in  dispute  between  them,  whether  they  be  mitters  of 
hw  or  of  fact.  Any  person  may  be  chosen  for  the  office,  aid 
th3  parties  will  be  bound  by  Uie  decision  of  such  arbitrator, 
even  though  he  is  under  age,  or  incapacitated  for  other  duties 
by  reason  of  his  being  an  idiot  or  a  lunatic.  For,  as  Mr. 
Russell  says  in  his  work  on  this  snbject,  every  person  is  at 
liberty  to  choose  whom  he  likes  best  for  his  judge,  and  he  can- 
not afterwards  object  to  the  manifest  deficiencies  of  those 
wh3m  he  has  himself  selested.  The  person  chosen  must  aceegrt 
the  offi33  before  the  appointment  is  considered  to  be  complete, 
lie  should  ba  a  parson  totally  indifferent  aboul  the  matter  to 
bs  decided.  If  he  has  a  bias  to  either  one  side  or  the  other 
it  will  b:;  dear  that  he  renders  himself  uadt  to  giv«3  that  jost 
an  I  impartial  decision,  to  obtain  which  is  the  object  of  his 
appaintmant.  An  arbitrator  must  also  ba  above  suspicion  ; 
that  is,  he  mu^e  not  take  a  bribe  from  either  of  the  parties  to 
tiiv-^  dispnte,  nor  have  such  dealings  with  them,  or  either  of 
them,  as  could  be  construed  into  la  bribe.  In  illustration  of 
this  point  there  is  an  old  case  where  the  arbitrators  took  money 
for  thiir  char^^s  without  any  account  being  delivered,  and  ba- 
fore  they  made  their  award.  Lord  Hardwicke,  before  whom  the 
c.i'ie  came,  thought  this  was  a  sufficient  reason  for  setting  asi'le 
the  award ;  for  if  (said  he;  this  were  allowed  it  would  ba  hird  t  > 
distinguish  where  corruption  began.  An  arbitrator,  therefore, 
must  be  incorrupt  as  well  as  impartial.  He  must  also  ende.i- 
vour  to  keep  his  mind  unbiassed  with  regard  to  the  parties  to 
tliedisp  ite.  for  if  he  shows  any  prejudice  in  favour  of  or  against 
either  of  them,  the  award  may  be  set  aside.  In  fact,  when  w«3 
sum  up  the  various  qualities  necessary  to  make  a  complete 
arbitrator  we  can  only  arrive  at  one  conclusion,  viz.  that  the 
world  would  be  a  much  easier  place  to  live  in  if  there  were 
more  arbitrators  in  it  than  there  are. 

When  the  arbitrator  has  accepted  his  position,  his  appoint- 
ment is  complete,  and  he  can  commence  the  duties  of  his 
office  as  soon  as  circumstances  will  allow.  The  instrumint 
by  which  an  arbitrator  is  appointed  is  called  the  submissio;!. 
This  submission  may  be  verbal,  in  writing,  or  by  deed.  It  is 
desirable  to  have  it  in  one  of  the  two  latter  forms,  as  it  can 
tlien  be  made  a  rule  or  order  of  one  or  other  of  the  courts.  It 
th3n  becom3s  a  do  ument  of  increased  importance,  and  the 
proceedings  under  it  are  of  a  judicial  character.  This  snbmis- 
6i)n  shoild  contain  the  matters  upon  which  the  arbitra'or  is 
to  decide  and  the  time  within  which  he  is  to  give  his  deoision; 
for  as  his  authority  commences  from  the  time  when  he  enters 
upon  the  d  tties  of  his  office,  he  can  give  his  decision  on  the 
day  of  his  appointment  if  no  time  is  mentioned  in  it  for  that 
purpose.  By  the  C.  L.  Procedure  Act,  1854,  17  <fc  18  Vict.  o. 
125,  it  is  enacted  in  section  15  that  any  arbitrator  acting  under 
any  document  authorising  a  reference  to  arbitration  shall  Rive 
hi^  a  rard  under  his  hand  within  three  months  after  he  shall 
have  been  appointed  and  Bhidl  have  entered  on  the  reference, 
or  shall  have  been  called  upon  to  act  by  a  notice  in  writing 
from  any  party,  but  that  it  shsU  be  lawful  for  the  parties  to 
eqlarge  the  time  for  making  the  inward,  and  if  no  period  be 


stated  for  such  enlargement  it  shall  be  considered  an  enlarge- 
ment for  a  month.  As  soon  as  the  award  has  been  made,  the 
authority  of  the  arbitrator  is  at  an  end :  he  cannot  alter  it  in 
any  partioalar,  nor  exercise  any  jurisdiction  over  it.  If  the 
award  is  from  any  cause  set  aside,  the  arbitrator's  authority 
is  not  revived  so  as  to  enable  him  to  make  a  fresh  sward.  Hie 
authority,  once  executed,  cannot  be  revived  without  a  fresh 
appointment. 

We  have  spoken  of  enlargem3nt  of  time,  and  in  connection 
with  this  branch  of  the  subject  we  may  siy  that  if  the  award 
is  not  m»ftde  within  the  tima  specified  in  the  submission  for 
that  purpose,  the  arbitrator's  authority  is  at  an  end.  It  is  a 
matter  of  frequent  occnrrenca  that,  owing  to  various  causes, 
the  award  cannot  be  made  within  the  spscifiei  time  for  such 
cases.  The  submission  generally  provides  by  a  clause  giving  the 
arbitrator  power  to  enlarge  tha  time  for  making  his  award. 
This  power  he  can  exerciiia  where  authorised  to  do  so  by  the 
submission,  either  with  orwith->ut  tha  consent  of  a  juJge  or 
Coirt;  and  the  more  umal  practico  is  to  empower  the  arbi- 
trator alone  to  enlarge  the  time.  The  object  of  inserting  this 
clause  is  to  prevent  the  eipense  as  well  as  the  trouble  attend- 
ing the  recommincemeot  of  the  prooeadings,  which  would  be 
the  consequence  of  not  giving  his  award  at  the  time  mentioned 
in  the  submission.  If  the  mode  of  enlargemait  is  not  speci- 
fied, the  arbitrator  can  make  use  of  any  means  adopted  for  the 
purpose.  He  may,  if  he  chooses,  enlarge  tha  time  verbally ; 
and  in  one  case,  where  the  arbitrator  made  a  verbal  appoint- 
ment with  both  the  parties,  and  fixed  for  that  purpose  a  day 
beyond  the  limit  of  the  original  agreement,  that  was  held  to 
bo  a  sufficient  enlargement,  and  the  award  made  on  that  day 
was  sustained  as  being  mode  in  due  time.  If  the  submission 
state  the  manner  in  which  the  enlargement  is  to  be  made,  it 
must  be  strictly  followed.  We  have  said  that  the  snbmissiin 
should  be  in  writing,  and  it  should  specify  distinctly  the 
matters  to  be  referred,  and  aUo  the  agreement  of  the  parties 
to  ba  bound  by  the  award.  This  submission,  when  in  writing, 
requires  to  be  stamped  with  a  sitpenny  stamp,  if  the  subject- 
matter  in  dispute  is  of  more  value  than  £3,  and  it  should  be 
executed  by  all  the  parties  to  it.  When  the  submission  is  by 
dee:l  it  requires  to  be  stam^ied  wih  an  ordinary  deed  stamp 
according  to  the  value  of  the  subject-matter  of  the  dispute.  A 
submission  may  also  bo  made  by  bond.  In  that  form  of  sub- 
mission  each  of  the  parties  enter  into  mutual  bonds  for  the 
payment  of  certain  penalties  in  case  of  their  non-compliance 
with  the  award.  A  submission  by  bond  reiiuircs  an  ad  valorem 
stamp,  wh  itevar  the  amount.  A  submission  should  alway.s  be 
made  a  rule  of  Cour^  so  as  to  give  the  Courts  power  to  compel 
obedience  to  the  award,  for  a  case  might,  and  in  fact  cases  do 
arise,  in  which  two  persons  verbally  agree  to  refer  their  dis- 
putes to  arbitration,  and  after  the  proceedingi  in  the  matter 
are  over,  and  tho  arbitrator  has  made  the  award,  one  of  the  par- 
ties flatly  refuses  to  obey  it.  f  n  suoha  case  if  there  s  no  document 
that  can  ba  made  a  rule  of  Court,  the  question  arises  what  is  to 
be  done  with  this  disobedient  party  ?  The  only  way  out  of  the 
difficulty  is  to  bring  an  action  against  him  in  the  Courts,  and  by 
that  means  compel  obedience  to  the  judgment  of  the  arbitrator. 
We  now  coma  to  the  parties  to  a  reference,  and  as  to  this  we 
may  say  that  all  persons  who  can  contract  may  be  parties  to  a 
reference.  Lunatics  or  infants  are  not  able  to  enter  into  a 
general  contract  or  to  biad  themselves  to  a  reference.  A 
marriel  woman,  as  a  tradar  in  the  City  of  London,  occupies  a 
somewhat  paculiar  position,  and  can  sue  and  be  sued  in  her 
own  name,  can  be  made  bankrupt,  and  is  for  all  business  pur- 
poses looked  upon  as  a  single  woman.  She  can,  therefore,  so 
far  as  her  business  is  concerned,  be  a  party  to  a  reference 
without  tiie  consent  of  her  husband  being  required.  So  may  a 
woman  who  has  the  misfortune  to  have  a  felon  for  a  hatband, 
that  is  80  long  as  such  husband  is  serving  his  term  of  imprison- 
ment. A  woman  judicially  separated  from  her  husband  may 
also  be  a  party,  and  an  agent  has  power  to  bind  his  prinoipal 
by  arbitration  in  any  matter  in  whioh  the  agent  has  aaihority 
to  act,  but  the  submission  most  be  made  in  the  prindptU's 
name,  otherwise  he  will  not  be  bound  by  tiie  «w«kI.    Partnexw 


190    No,  9. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL.        JANtJART  1, 1884. 


have  no  implied  anthoritv  to  bind  their  oo-partners,  and  for 
that  purpose  they  must  have  special  authority.  Although  a 
lunatic  cannot  be  a  party  to  an  arbitration,  his  committee 
may  on  his  behalf,  the  power  to  be  a  party  being  derived 
from  the  Lords  Justices  in  Chancery,  who  have  jurisdiction 
over  lunatics  conferred  by  sign  manual  from  the  Crown. 
Trustees  may  also  refer  matters  in  connection  with  their  trust 
estates,  and  as  the  question  of  their  personal  liability  in  such 
a  case  has  not  yet  been  decided,  it  would  be  well  to  have  a 
clause  inserted  in  the  submission  to  the  effect  that  they 
incur  no  personal  liability  by  an  adverse  award. 
Trustees  of  a  bankrupt  may  submit  any  question  arising 
out  of  the  bankrupt's  estate  to  arbitration,  having  first 
obtained  the  consent  of  the  committee  of  inspection. 
Kailway  companies,  joint  stock  companies,  and  corpora- 
tions may  also  be  parties  to  a  reference  under  various 
Acts  of  Parliament  in  that  case  made  and  provided.  All 
matters  that  can  form  the  subject  of  a  contract  may  be  re- 
lerred  to  arbitration,  whether  those  matters  appertain  to  pro- 
perty or  the  person.  In  all  cases,  whether  of  contract  or 
arbitration,  there  is  this  one  grand  principle  to  be  considered, 
viz.  that  the  subject  matter  must  be  legal:  fraud  vitiates 
every  contract,  and  every  proceeding  arising  out  of  it ;  and 
neither  the  courts  of  law  nor  the  chambers  of  the  arbitrator 
must  be  made  use  of  for  purposes  of  fraud  or  illegality.  Ques- 
tions of  account  may  also  be  referred  under  the  powers  con- 
ferred by  statute  on  the  court  for  that  purpose ;  and  the 
Common  Law  Procedure  Act  (17  &  18  Vict ),  o.  125,  s.  3,  directs 
how  this  is  to  be  done.  The  various  modes  of  submission  to 
arbitration  are : — By  consent ;  by  compulsory  order  ilnder  the 
Common  Law  Procedure  Act ;  by  order  of  the  Court  or  a  judge ; 
under  the  Judicature  Acts,  to  an  official  or  special  referee. 

We  have  spoken  of  the  submission  by  consent,  and  shown 
how  it  may  be  made,  viz.  either  verbally,  by  writing,  or  by  deed, 
and  have  endeavoured  to  show  the  necessity  there  is  for  its 
being  made  a  rule  of  Court. 

The  second  mode  of  submission  is,  by  compulsory  order  of 
the  Court  or  a  judge ;  and  under  the  Act  a  judge  may  order 
matters  of  account  in  any  action  tried  before  him  to  be  referred 
to  an  arbitrator  to  be  appointed  b^  the  parties,  or  to  an  off  cer 
of  the  Court.  In  the  case  of  Ward  v.  PiUey,  reported  in  5 
Q.  B.  Div.,  p,  427,  it  was  decided  that  under  the  57th  section 
of  the  Judicature  Acta,  any  judge  who  had  power  to  refer 
accounts  compnlsorily  to  arbitration  had  also  power  to  refer  all 
the  other  issues  in  the  action.  A  cause  may  also  be  referred 
by  order  of  the  Court,  either  before  the  trial,  and  either  with, 
or  without,  a  verdict  being  taken,  as  the  parties  may  think 
proper.  A  judge's  order  may  be  obtained  for  that  purpose  if 
required  before  the  trial,  and  the  order  should  direct  all  pro- 
ceedings to  be  stamped ;  but  if  no  action  is  pending  before  the 
Courts,  the  consent  of  the  parties  has  to  be  obtained  to  its 
being  made  a  rule  of  Court. 

The  last  mode  of  submission  is  under  the  Judicature  Acts 
to  an  official  or  special  referee,  in  connection  with  which  it  is 
only  necessary  to  say  that  a  referee,  whether  official  or  special, 
has  no  power  to  decide  the  case  submitted  to  him,  but  can 
only  examine  into  the  matter  and  report  to  the  judge  the 
result  of  his  investigations.  The  Acts  also  regulate  the  fees  to 
be  paid,  the  remuneration  of  the  referees,  and  direct  how  the 
fees  are  to  be  collected.  The  terms  of  the  submission  can  be 
altered  by  consent  of  the  parties  to  it  at  any  time  before  the 
arbitrator  gives  his  award.  When,  however,  tSie  reference  is  by 
consent  and  does  not  come  under  any  of  the  statutes  mentioned, 
and  is  not  made  an  order  of  Court,  the  Court  has  no  jurisdic- 
tion to  alter  or  set  it  aside.  A  submission  to  arbitration  can 
be  revoked  by  consent  of  the  parties  at  any  time  before  the 
award  is  made,  but  only  in  cases  where  it  has  not  been  made  a 
rule  of  Court,  an  order  of  a  judge,  or  an  order  in  an  action :  in 
all  these  cases  it  can  only  be  revoked  by  the  Court  or  judge  on 
satisfying  him  of  the  necesdty  for  such  a  step.  Notice  of 
the  revocation  must  be  given  to  the  arbitrator,  or  he  will 
not  be  affected  by  it.  The  death  of  one  of  the  parties  is 
idso  a  revocation,  and  so  is  the  mairiage  of  a  woman  who 
iflone  of  the  pwiiMs  but  if  iny  loss  gr  dMBAgeirM  sustained 


by  the  opposite  party  in  consequence  of  such  marriage,  they 
would  be  entitled  to  an  action  for  damages.  The  miaoonduct 
of  the  arbitratojr,  such  as  taking  a  bribe  or  acting  unfairly, 
would  also  be  a  revocation ;  and  so  a^so  would  the  death  of  an 
arbitrator,  but  by  the  C.  L.  Procedure  Act,  1854,  the  judge 
has  power  to  appoint  an  arbitrator  in  place  of  one  who  dies. 
We  will  now  proceed  to  consider  who  may  be  an  arbitrator  ? 
and  it  will  be  scarcely  necessary,  after  what  we  said  at  the 
commencement  of  the  lecture,  to  repeat  that  an  arbitrator 
ought  to  be  a  man  of  considerable  human  perfection,  and 
far  removed  from  the  ordinary  temptations  of  life,  such  as 
partiality,  bias  corruption,  or  fraud ;  such  a  man  in  fact  as 
would  be  incapable  of  making  use  of  trust  funds  for  the  pur- 
poses of  self-gratification,  or  one  who  when  called  upon  to  give 
an  account  of  his  stewardship  would  clandestinely  retire 
into  that  obscurity  from  which  he  should  never  have 
emerged.  The  authority  of  an  arbitrator  only  commences 
with  ^e  commencement  of  his  duties,  and  not  from  the  date 
of  his  appointment ;  and  after  he  has  received  notice  of  his  ap- 
pointment, and  has  commenced  his  duties,  he  is  armed  with  all 
the  powers  of  a  judge,  and  must  act  as  though  he  were  both 
judge  and  jury.  Bis  powers  are  thus  very  great,  but  he  must 
not  use  them  regardless  of  the  law,  but  is  bound  by  it  to  the 
same  extent  as  the  judge  would  be  in  his  own  court.  It  is  his 
duty  to  fix  the  time  and  place  of  meeting,  regard  being  had 
to  the  convenience  of  the  parties,  and  at  such  time  and  place 
the  parties  should  attend  before  the  arbitrator  with  their  wit- 
nesses, and  be  ready  with  the  evidence  that  is  necefsary  to 
support  their  case.  The  witnesses  must  be  served  with  a 
notice  that  their  attendance  will  be  required  at  the  time  atod  place 
fix^  upon,  and  such  notice  must  be  signed  by  the  arbitrator. 
He  must  also  give  both  parties  a  reasonable  opportunity  of 
bringing  all  their  evidence  before  him,  and  cannot  close  the 
proceedings  because  one  of  the  parties  to  the  arbitration 
delays  bringing  his  evidence,  neither  can  he  give  his  award  with- 
out due  notice  to  the  parties  concerned.  An  arbitrator  should 
confine  his  inquiries  to  the  matters  referred  to  him  by  the 
submission,  and  must  not  allow  evidence  to  be  given  on  any 
question  not  within  the  scope  of  his  submission.  He  must  only 
take  evidence  in  the  presence  of  the  parties  themselves,  or  of 
some  one,  e,g,  a  solicitor,  attending  on  their  behalf ;  he  should 
also  be  present  in  person,  and  if  he  take  evidence  in  any 
other  way  the  Court  will,  on  application,  set  aside  the  award. 
The  arbitrator  may  exclude  all  the  witoeaaea  vhile  one  witness 
is  giving  hie  evidence,  and  ahould  bimaelf  carefully  examine 
every  witneas.  The  arbitrator  is  the  judge  aa  to  the  admissi- 
bility of  the  evidence  tendered,  but  not  aa  to  whether  auch 
evidence  is  material  to  the  case,  and  ahould,  therefore,  receive  all 
the  evidence  properly  tendered.  £very  arbitrator  having  power 
to  hrar,  receive,  and  examine  evidence,  haa  also  power  to  ad- 
miniatcr  an  oath  to  all  auch  witneaaea  aa  are  legally  called  before 
him.  The  Act  enabling  this  ia  the  14th  &  15th  Vict.,  cap.  99, 
s.  16.  The  arbitrator  should  take  all  neoesaary  notes,  and  should 
aa  far  aa  poaaible  follow  the  courae  of  procedure  at  a  trial.  He 
should  not  receive  private  evidence  from  one  of  the  partiea,  or  if 
he  doee,  ahould  communicate  it  as  early  as  possible  to  the  other 
aide.  All  the  partiea  to  the  arbitratiun  should  be  present  when 
evit^ence  ia  given,  and  if  it  cornea  to  the  knowledge  of  one  party 
that  the  arbitrator  has  taken  an  undue  advantage  or  acted  in  a 
manner  calculated  to  injure  his  interest*,  he  ahould  at  once 
revoke  the  submission.  The  arbitrator  can  call  for  all  nec«^aaary 
booka  of  account  and  documenta  relating  to  the  matter  before 
him,  and  the  aubmisaion  ahould  contain  a  clause  empowering 
him  to  do  lo  when  necesaary.  An  official  or  apecial  referee 
under  the  Judicature  Acta  haa  no  power  to  call  for  the  produc- 
tion of  documents  in  a  matter  before  him,  and  if  he  requirea 
them  he  muat  take  out  a  summons  in  the  chambera  of  the  judge 
to  whom  the  action  ia  attached.  If  one  of  the  partiea  to  a 
reference  lefuaea  without  good  cause  to  go  on  with  the  proceed- 
ii  gs,  or  to  bring  forward  his  evidence,  or  declines  to  attend  the 
proceedinga  with  the  intention  of  defeating  the  object  of  the 
arbiuation,  the  arbitrator  can  proceed  without  him,  and  give 
hia  award  in  his  absence.  It  ia  uaual  in  aueh  cases  to  give  notice 
to  the  absenting  p*rty  of  his  iutentioa  to  prooeedi  and  the  notice 
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Bbould  be  in  preciie  language,  about  which  there  can  be  no  mis- 
take, or  the  award  can  be  set  aside. 

It  is  a  matter  of  frequent  oostom  to  appoint  two  or  more 
arbitrators,  one  for  each  of  the  parties  to  the  dispute ;  in  all 
such  cases  an  umpire  is  appointed  to  act  as  a  final  judge  in 
ease  of  any  difference  of  opinion  arising  between  the  arbitrators. 
The  advantage  of  this  system  is  by  no  means  obvious  to  the 
eye  of  eommon  sense,  for,  in  the  first  place,  it  is  almost  impos> 
sible  to  get  two  people  to  look  at  the  same  matter  alike,  much 
less  to  think  alike  upon  it,  and  therefore  it  is  very  unusual  to 
expect  two  arbitrators  to  agree  upon  the  subject  before  them,  and 
that  such  an  agreement  is  almost  an  impossibility  is  evidenced 
by  the  fact  that  in  all  cases  where  two  arbitrators  are  appointed, 
provision  is  made  for  an  umpire  to  be  chosen  {p,  60  Act),  so 
that  the  decision  when  given  is  after  all  only  the  decision  of 
one  man,  and  what  advantage  has  been  gained  in  such  case 
by  the  increased  expenditure  of  time  and  money  is  not  alto- 
gether observable.  Another  disadvantage  is  that  when  two 
arbitrators  are  appointed,  they  frequently  consider  themselves 
as  advocates  of  their  respective  clients,  and  not  as  judges  acting 
impartially  in  the  interests  of  both  parties.  How  the  umpire 
is  to  be  appointed  is  laid  down  in  the  Lands  Clauses  Consolida- 
tion Acts,  1846,  sec.  27.  When  an  arbitrator  has  taken  all  the 
necessary  evidence,  examined  all  the  witnesses,  and  generally 
performed  his  duties  with  regard  to  the  matter  before  him, 
nothing  further  remains  for  him  but  to  make  bis  award.  This 
award  is  an  important  document,  and  one  that  is  treated  with 
great  respect  and  deUcacy  by  the  Courts,  so  that  every  care 
should  be  taken  by  the  arbitrator  t )  make  it  worthy  of  its  ulti- 
mate character,  as  having  the  same  effect  as  a  judgment  of  the 
Court.  The  first  consideration  is  that  it  should  be  made  within 
the  time  specified  in  the  submission.  If  the  arbitrator  is 
limited  to  a  certain  day — say  the  25th  March — ^that  day  is  in- 
cluded, and  if  the  time  for  making  the  award  has  been  enlarged, 
it  must  be  made  within  sudi  enlarged  time ;  but  he  has  n  > 
power  on  his  own  authority  to  shorten  the  time  within  which 
such  award  shall  be  given.  He  cannot  make  an  award  aftm: 
his  power  has  been  revoked  by  either  of  the  parties  with  the 
consent  of  the  Court;  and  when  the  submission  limits  the 
time  for  giving  the  award  to  say  three  months,  such  months 
are  considered  lunar,  and  not  calendar  months.  There  is  no 
precise  form  of  words  necestary  for  making  the  award.  All 
that  is  necessary  is  to  make  clear  the  fact  that  the  arbitrator 
has  fully  and  finally  made  up  his  mind  as  to  what  his  decision 
is  to  be.  It  should  not  introduce  anything  foreign  to  the 
questions  to  be  decided,  but  should  follow  the  submission  in 
every  particular.  The  award  should  be  in  writing,  for  by  rect. 
15  of  the  C.  L.  P.  Act,  c.  125,  it  is  provided  that  an  arbitrator 
acting  under  any  document  or  compulsory  reference  shall 
make  hi«  award  under  his  hand,  and  a  verbal  award  would 
only  be  valid  under  the  Act  if  the  submission  were  verbal.  If 
there  are  more  arbitrators  than  one,  they  should  all  sign  the 
award  in  presence  of  each  other,  and  a  witness  should  attest 
the  signatures.  The  award  should  be  on  paper,  engrossed  and 
propeny  stamped  with  an  award  stamp,  according  U)  tiie  value 
of  the  property  involved,  and  as  provided  by  the  83  A  34  Vic. 
0. 97,  which  regulates  the  duty  imposed  on  awards.  It  is  usual 
to  give  the  award  duly  stamped  to  the  party  in  whose  favour  it 
is  made,  and  an  unstamped  copy  to  the  other.  An  unstamped 
award  cannot  b^  given  in  evidence  in  any  Court,  nor  enfoxxied 
by  an  application  to  the  Court.  If  the  arbitrator  is  a  non- 
professional man  (as  is  usually  the  case)  he  may  have  the 
assistance  of  a  counsel  in  framing  the  award,  and  he  will 
generally  be  allowed  the  assistance  of  a  solicitor  to  sit  with 
him  during  the  proceedings.  When  an  arbitrator  has  published 
bis  award,  t.  e.,  when  it  has  been  executed  with  the  formalities 
required  by  the  submissicn,  his  authority  in  regard  to  the 
reference  is  at  an  end :  he  cannot  rectify  a  mistake  in  his 
figures,  nor  change  a  name  that  he  has  wrongly  inserted  in  the 
direction  to  pay  costs.  If  after  the  time  fixed  for  giving  his 
award  has  passed  he  alters  it,  the  original  award  will  stand, 
and  the  alteration  will  have  no  effect  whatever.  The  Common 
Law  Procedure  Act,  17  <fe  18  Vie.  125,  provides  for  cases  where 
^  mistake  is  made  b^  the  Arbitrator* 


The  award  of  the  arbitrator  must  be  made  in  such  a  way  as 
to  be  a  final  decision  on  the  subject  referred  to  him  for  deter- 
mination. Unless  he  is  empowered  to  make  several  awards, 
as  he  sometimes  is  by  the  submission,  he  can  onlv  make  one, 
and  it  must  be  a  complete  instrument  and  entire  m  itself,  and 
made  at  one  time,  •'. «.,  an  arbitrator  cannot  give  his  award 
upon  one  part  of  the  subject  to-day  and  to-morrow  make  a 
further  addition  by  giving  his  award  upon  another  part.  But 
in  the  case  of  several  arbitrators,  they  may  meet  and  settle 
matters  on  dilferent  days,  but  their  final  award  must  be  entire 
and  complete.  An  arbitrator  cannot  delegate  his  authority  to 
another  nor  any  part  of  it,  but  must  himself  make  a  final  and 
complete  decision  upon  bX\  matters  referred  to  him,'  and  take 
part  personally  in  the  proceedings  from  the  commencement. 
An  award,  therefore,  would  be  bad  that  directed  that  the 
parties  or  some  of  them  should  abide  by  the  decision  of 
a  third  person,  and  it  would  be  bad  as  not  beiug  final, 
and  also  as  being  a  delegation  of  the  arbitrator's 
authority,  whose  duty  it  is  to  decide  for  himself. 
An  award  must  also  be  certain  in  order  to  be 
effective  and  binding  upon  the  patties,  and  it  must  be  so  formed 
tl^at  there  can  be  no  doubt  on  the  mind  of  any  reasonable  pi-rsoa 
aa  to  iti  meanioff  or  the  intention  of  the  arbitrator  in  drawing  it 
up,  and  uncertamty  in  a  material  part  of  the  avard  will  be  fatal. 
Award  should  be  just  between  the  parties  to  it  Award 
must  also  be  possible — alao  niasonable»ionsi>tent  throughout, 
one  part  agreeing  with  another,  so  as  to  make  a  consistent 
document.  It  must  aUo  bo  legal  and  untainted  by  fraud,  for  if 
b  is  either  illegal  or  fraudulent  it  will  be  set  aside.  If  an  award 
is  bad  in  part  from  any  cause,  such  aa  being  against  evidence  or 
againat  law,or  if  the  arbitrator  gives  his  award  on  a  poiat  on  which 
his  decision  is  not  requued,  it  will  be  void  so  far  aa  the  bad  part  is 
eoneerned,  that  is,  if  the  two  parts  can  be  separated  :  if  not  it  is 
Iwd  aliogetber.  So  that  if  an  arbitrator  awarJs  costs  and  the 
submission  gives  him  no  fower  over  costs  that  i  art  of  his  award 
will  be  separated  from  the  rest  and  treated  as  void.  If  an  action 
is  referred  to  arbitration  and  damages  are  claimed  m  such  action, 
the  award  should  state  clearly  what  amount  of  damages  are  due 
to  the  party  entitled  to  recover ;  and  when  a  certain  amount  of 
damages  are  claimed  in  any  action  referred  to  him  he  cannot 
award  a  larger  sum  thsn  is  actually  aaked  for.  In  any  ease 
where  lefereoce  shall  be  made  toarbiiiatiun  the  Court  or  a  judge 
**  shall  have  power  at  anytime  and  from  time  to  time  to  remit  the 
matters  referred  or  any  or  either  of  them  to  the  re-consideiation 
and  re-determination  of  the  said  arbitrator,  upon  auoh  terms  as  to 
costs  snd  otherwiie  as  the  said  Couit  shall  think  fit.**  So  aajs 
the  Common  Law  Piocedure  Act,  s.  8.  Before  this  Act  was 
passed  the  Court  had  no  power  to  refer  tack  the  award  for  the 
arbitrator's  reconsideration  without  the  consent  of  the  parties^ 
and  consequently  in  all  cases  where  such  consent  could  not  be 
obtained  the  award  was  set  aside  and  the  prooeedinpa  had  to  be 
commenced  over  again,  therebv  increasing  very  considerably  the 
costs  of  this  mode  ot  settlinc  di«putes.  This  clause  of  the  Act, 
therefore,  worked  a  beneficial  change  in  the  procedure  in  arbitra- 
tions. If  joint  arbitrators  have  been  appomted,  and  they  have 
not  duly  executed  the  award  in  the  presence  of  each  other,  the 
judge  will  refer  back  the  award,  Al«o  in  cases  where  the  wrong 
Christian  name  of  one  of  the  partiea  has  been  inserted  in  the 
award,  the  award  is  usually  referred  back  to  the  same  arbitrator, 
and  justly  so,  as  he  knows  all  the  ciroumatances  of  the  case,  and 
has  heard  and  examined  all  the  witnesses,  snd  also  put  himself 
into  possession  of  all  the  facts  of  the  case  on  which  his  judgment 
is  desiied.  But  if  there  i«  evidence  before  the  Court  of  the  cor- 
ruption or  misconduct  of  the  srbitrstor  of  such  a  character  as  to 
invalidate  the  award  altogether,  another  arbitrator  muat  be 
chosen  by  the  parties,  and  the  award  will  be  remitted  back  to 
him.  The  award  when  deliTered  binds  all  the  paniea  to  it  as  to 
all  matters  contained  in  the  snbmifSion,  and  the  parties  to  it 
cannot  again  raiae  the  matters  adjudicated  upon  in  any  courta  of 
law.  "^ere  an  awaid  orders  payment  of  money  by  one  person 
to  another  so  as  to  give  the  eredltor  a  right  of  action  for  ita 
lecovery,  it  creates  a  debt  which  can  be  proved  in  bankruptcf. 
and  is  a  good  petitioning  creditor's  debt,    An  award  that  la  valia 
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has  the  same  force  as  a  judgment  of  a  Court  of  Justice,  and  la 
eonoluaivo  evidence  as  between  the  parties  to  it  as  to  all  matters 
included  in  the  sabmiaaion. 

A«  we  have  said,  it  is  desirable  to  make  the  submission  a  rule 
of  Court,  as  when  this  has  been  done  the  award  cnn  be  dealt 
with  by  the  Courts,  and  obedience  to  it  can  be  compelled.  This 
submission  can  be  made  a  rule  of  Court  hy  motion,  and  it  is  not 
necessary  to  give  notice  to  the  opposite  party  of  the  intention  to 
make  such  motion.  If  the  submission  be  lost,  and  it  is  desired 
to  make  it  a  rule  of  Court,  it  will  be  necessary  to  produce  a  veri- 
fit  d  copy,  and  the  Court  will  accept  it  instead  of  tho  orif^inal 
document.  When  the  submission  has  thus  been  made  a  rule  of 
Court,  it  may  bo  dealt  with  by  the  Court  as  circumstances  may 
require ;  it  can  be  referred  back,  as  we  have  seen  ;  it  can  bo  set 
aside ;  it  can  be  enforced,  and  the  parties  refusing  to  perform 
their  p:irt  of  the  award  can  be  compelled  to  render  obedience  by 
the  C'lmts.  An  award  will  be  enforced  by  attachment,  which 
will  only  bo  granted  when  the  award  has  been  made  a  rule  of 
Cour*,  and  disobedience  to  an  award  in  that  case  makes  the  patty 
disobeying  guilty  of  contempt  of  Court,  and  the  party  in  con- 
tempt will  be  confined  in  prison  until  he  comply  with  the  award. 
There  is  another  mode  of  dealing  with  tne  award,  namely, 
setting  it  aside,  and  this  can  be  done  only  when  the  submis- 
sion has  ben  made  a  rule  of  Court,  that  being,  as  we  have 
frequ»'ntly  observed,  a  necessary  preliminirv  to  any  interference 
by  the  Courts.  The  award  will  be  set  aside  by  tho  Court  or  a 
judge,  who  must  have  evidence  of  the  necesiity  for  such  a  pro- 
cce'ling.  The  motion  to  set  it  aside  must  be  made  in  open  Court, 
an  1  not  before  a  judge  in  chambers.  Tee  Court  must  also  be  the 
one  in  which  the  submission  is  made  a  rule.  The  award  can  be 
set  aside  on  various  grounds.  It  will  be  so  dralt  with,  where  it 
is  defective  .u  uncertain,  where  it  is  not  final,  where  it  is  bad, 
also  where  the  arbitrator  has  made  a  mistake  as  to  his  jurisdic- 
tion :  also  where  corruption  or  fraud  is  shown  on  the  part  of  the 
arbitrator,  where  the  proceedings  hare  been  conducted  in  an  ir- 
regular manner,  and  where  one  party  has  obtained  the  decision 
of  the  arbitrator  by  a  concealment  or  misrepresentation  of  facts. 
Thrsc  are  the  main  features  of  the  law  of  arbitrations  and  awards. 

The  subject  is  one  of  increasing—I  may  say  daily  increasing 
^importance.  In  the  present  state  of  legal  business,  with  the 
courts  of  law  blocked  with  cases  that  cannot  possibly  be 
decided  within  a  reasonable  time,  arbitration  is  recommending 
itself  more  and  more  to  the  commercial  community,  as  being 
tho  readiest  way  of  settling  those  disputes  which  continually 
arise,  and  which  cannot  be  prevented  from  arising,  in  connec- 
tion with  mercantile  contracts.  One  of  the  advantages  of 
arbitration  would  be  a  great  saving  of  time,  and  time  is  money 
to  the  merchant  of  the  nineteenth  centnxy. 

At  the  conclnsion  of  the  lectnre,  the  following  questions 
were  (with  others)  put  to,  and  answered  by,  the  lecturer  ;  and 
as  they  are  likely  to  be  of  interest  to  our  readers,  we  here  in- 
sert them  with  the  answers : — Has  an  arbitrator  a  lien  for  his 
charges  on  the  documents  produced  during  the  reference  ?— 
Answer  :  The  arbitrator  has  a  lien  for  his  reasonable  costs  on 
the  award  and  submission,  but  not  on  the  documents  put  in 
evidence  before  him  by  the  parties.  Has  an  arbitrator  to  give 
any  reasons  for  his  award  ? — Answer  :  An  arbitrator  can  de- 
clino  to  state  the  grounds  on  which  he  made  his  award. 
If  the  submission  is  revoked  before  the  award  is  given, 
what  remedy  has  the  arbitrator  for  his  charges  ?  — 
Answer :  In  all  cases  where  the  submission  is  revoked  before  the 
award  U  given  the  arbitrator  has  his  remedy  against  the  party 
revoking,  by  an  action  for  his  charges,  which  could  be  recovered 
as  damages.  If  good  grounds  for  the  revocation  (such  as  mis- 
conduct) could  be  shown,  the  arbitrator  would  have  no  remedy. 
If  the  submission  were  verbal,  and  so  could  not  be  made  a  rule 
of  court,  and  one  of  the  parties  refused  to  obey  the  award,  what 
remedy  would  the  other  party  have  to  compel  him  ?  Answer  : 
A  submission  to  arbitration  is  a  coutract  between  two  parties, 
and  if  the  one  party  refuses  to  fulfil  his  part  of  it  he  is  liable 
to  an  action  for  breach  of  contract,  which  wotdd  have  to  come 
before  the  courts  in  the  ordinary  way.  Would  the  death  of 
either  of  the  parties  r^oke  the  prooeedings  r    Azmwer :  The 


death  of  either  of  the  parties  to  a  sutniission  would  be  a 
revocation  of  the  arbitrator's  authority. 

The  usual  vote  of  thanks  to  the  lecturer  brought  the  pro- 
ceedings to  a  close. 
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BUILDING   SOCIETISR. 

By  T.  B.  Brooks,  F.S.A. 

The  twelfth  ordinary  meeting  of  the  Manchester  Accoun'anta' 
Students*  Society,  was  held  in  the  Old  Town  Hall,  Manche&ter, 
on  Monday  evening  the  3rd  of  December,  18S3,  at  half-past  six 
o'clock. 

Adam  Murray,  Esq.,  F.C.A.,  in  the  chair ;  and  there  were 
about  36  members  present. 

The  minutes  of  the  hst  meeting,  held  19th  Noyember,  were 
read  by  the  hon.  secretary,  Mr.  A.  E.  Pigg<;tt,  and  declared  cor- 
rectly recorded.  The  President,  in  rising  to  introduce  the 
lecturer,  said  that  at  this  time  the  subject  of  building  societies 
was  especially  attracting  attention,  and  would  doubtless  prove 
interesting;  and  after  making  a  few  general  remarks,  called 
upon  Mr.  T.  B.  Brooke,  F.C.A.,  to  deliver  his  lecture  entitled, 

"building  societies." 

The  subject  of  Building  Societies  is  one  which  has  hitherto 
received  but  scant  notice  on  the  part  of  thosi  f  Rowing  the 
practice  ot  accountancy,  but  it  is  now  assuming  such  an  aspect  of 
importanca  in  the  light  of  recent  events  in  the  building  society 
world,  that  the  necessity  for  a  fuller  acquaia'anco  with  the  various 
Acts  of  Parliament  regulating  snob  associations,  and  of  the  law 
Tdlating  thereto,' is  gradually  becoming  more  apparent. 

Had  tho  special  purpose  which  these  societies  were  intended  to 
serve,  viz.,  to  assist  the  industrious  classes  principally  in  acquir- 
ing small  leasehold  or  freehold  property  been  observed,  we 
should  not  now  probably  have  been  called  upon  to  discuss  the 
subject  in  its  present  aspect.  Unfortunatt^ly  for  those  whose 
interests  are  bound  up  in  building  societies,  a  course  of  dealing 
has  been  pursued  entirely  foreign  to  whai  prulence  would  have 
dictated,  and  the  result  haa  been  that  they  hate  become,  in  only 
too  many  instances,  mere  mediums  for  advancing  money  on 
securities  of  the  most  speculative  character.  This  has  to  a  large 
extent  been  brought  about  by  the  influence  of  a  class  of  men 
popularly  known  as  **  property  jobbers,'*  who  by  obtaining 
almost  entire  control  of  the  affairs  of  the  societies  in  their 
capacity  ss  trustees  or  directors,  have  been  enabled  to  have 
mattera  pretty  much  their  own  wav,  and  so  long  as  investors 
have  been  receiving  their  specified  rate  of  interest,  all  has 
seemed  well.  One  cannot  help  thinking  that  if  those  in  whom 
the  elective  power  was  vested  had  exercised  a  little  more  dis- 
crimination in  the  selection  of  managing  officers,  and  had  taken 
care  to  ascertain  something  more  as  to  their  fitness  to  under- 
take the  important  duties  devolving  upon  them,  the  present 
state  of  things  might  have  been  minimised  considerably. 
Another  cause  which  has,  I  think,  contributed  to  bring  about  a 
want  of  confidence,  has  been  the  almost  unlimited  amount  of 
money  which  these  societies  have  been  able  to  obtain  under 
borrowing  powers.  Very  rarely  has  it  been  the  practioe  to 
refuse  any  proffered  loans,  on  the  ground  that  there  was  no 
immediate  outlet  for  employing  it  profitably,  and  the  necessity 
for  earning  the  interest,  which  would  have  to  be  paid  being  at 
once  apparent,  there  is  only  too  much  reason  to  believe  &at 
it  has  encouraged  a  tendency  to  advances  on  securities  of  a 
risky  nature,  which  in  the  absence  of  this  necessity,  would  on 
principles  of  prudence,  have  been  declined.  So  much  then 
for  some  of  the  causes  of  the  present  crisis. 

Before  proceeding  further,  I  ought  perhaps  to  say  that  it  is  not 
my  intention  to  explain  the  principles  on  which  these  associa- 
tions are  conducted,  but  more  particularly  to  endeavour,  as  far 
as  possible,  to  shew  to  what  extent  the  law  has  been  settled  in 
relation  to  their  termination  and  dissolution.  Their  oonstitu- 
tion  and  powers  mre  so  well  defined  in  the  yarions  works  bearing 
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on  the  Bubjeet  that  it  La  almost  mineoessary  for  me  to  treat 
them  from  such  a  point  of  view,  and  indeed  the  limits  of  my 
paper  would  scarcely  permit  me  doing  so.  I  propose,  there- 
fore, to  confine  myself  in  the  main  to  a  considenition  of  some 
of  the  more  important  qnestions  which  will  be  met  with  in  the 
course  of  proceedings  for  the  winding-up  of  societies  established 
on  the  permanent  principle,  and  with  this  object  it  will  be 
needful  for  me  to  glance  for  a  few  moments  at  the  origin  of 
these  societies,  and  then  reyiew  briefly  the  legislation  which 
has  taken  place  from  time  to  time  for  their  regulation. 

The  precise  period  when  building  societies  first  came  into 
existence  is  a  matter  of  speculation ;  but  it  has  been  claimed 
for  them  that  they  date  back  many  centuries.  Whether  this 
be  so  or  not,  it  is  certain  that  at  whatever  period  they  origin- 
ated, their  constitution  must  have  been  of  a  very  crude  form. 
Until  the  commencement  of  the  present  century,  there  do 
not  seem  to  be  any  authentic  records  of  the  principles  on 
which  they  were  conducted,  and  it  was  not  until  Uie  year  1809 
that  we  find  any  reliable  proof  of  their  existence.  The  Earl  of 
Selkirk  is  said  to  be  usually  credited  with  having  founded  the 
first  societv  in  1815;  but  from  the  report  of  a  case,  Pratt  v. 
Butehinson  (given  in  £art*s  Law  Beports),  which  is  recorded 
as  having  been  decided  in  1812,  it  would  appear  that  the  Earl 
has  received  credit  to  which  he  is  scarcely  entitled.  The 
Greenwich  Union  Bmlding  Society  was  founded  by  a  deed  of 
rules  and  regulations  dated  7th  Januaiy,  1809,  with  the  object 
of  raising,  by  monthly  subscriptions,  a  fund  or  capital  to  be 
laid  out  in  building  houses.  About  that  time  qnestions  seem 
to  have  been  raised  as  to  the  legality  of  associations  of  this 
kind,  but  the  decision  in  the  case  referred  to  would  appear  to 
have  disposed  of  any  doubt  on  that  point  in  their  favour. 

Prior  to  1836,  no  specific  enactments  had  taken  place  for 
the  regulation  of  building  societies,  and  they  would  probably 
be  lo(Sbed  upon  then  as  something  akin  to  joint  stock  com- 
panies. In  consequence,  however,  of  a  proposal  being  mooted 
m  or  about  183-5,  to  impose  a  duty  on  all  shares  in  joint  stock 
companies  which  might  change  hands,  the  building  societies 
in  Manchester  and  Liverpool  became  somewhat  alarmed,  the 
outcome  of  their  action  being  that  ultimately  a  special  Act  was 
obtained  for  their  regulation  and  protection,  which,  in  e£Fect, 
gave  them  an  existence  entirely  independent  from  that  of  joint 
stock  companies.  Ihe  Act  referred  to  is  dated  14th  Jnly, 
1836,  being  passed  in  the  6  and  7  William  IV.,  and  is  entitl^ 
'*  An  Act  for  the  Regulation  of  Benefit  Building  Societies." 

Amongst  other  things  it  provided  that  the  bonus  or  interest 
to  be  charged  to  any  member  of  a  society  in  respect  of  any 
share  or  shares  should  not  be  uxurious ;  that  the  benefits  of 
the  Act  were  to  extend  to  all  societies  before  1836 ;  that  no 
rules  or  transfer  of  shares  should  be  liable  to  stamp  duty ;  and 
that  no  society  was  to  invest  its  funds  in  savings  banks  or 
with  the  National  Debt  Commissioners. 

There  is  not  any  provision  in  this  Act  giving  societies 
authority  to  borrow  money  from  persons  other  than  members 
and' yet  there  are  societies  in  existence  under  that  Act  which! 
have  inserted  such  a  power  in  their  rules ;  and,  more  extraor- 
dinary still,  their  rules  have  been  certified  to  be  in  accordance 
with  that  Act.  It  is  curious,  also,  that  there  is  an  entire 
absence  of  any  c£Fectual  provision  for  termination  and  dissolu- 
tion. As  to  this,  I  shaU  have  occasion  to  refer  more  fully  in 
another  portion  of  my  paper. 

Nothwithstanding  the  ambiguity  in  the  terms  of  that  Act 
and  the  absence  of  provision  for  winding-up,  no  amendment  of 
the  law  took  place  for  a  period  of  close  upon  forty  years,  and 
it  was  not  until  the  year  1874  that  any  successful  effort  was 
made  to  remedy  the  existing  state  of  things.  Efforts  had 
however  previously  been  made  to  obtain  some  measure  of  re- 
lief from  the  uncertainty  surrounding  the  law,  and  in  the  year 
referred  to  a  new  Act  was  passed  entitled  "  An  Act  to  con- 
'*  solidate  and  amend  the  law  relating  to  building  societies/* 
which  came  into  operation  as  from  the  2nd  November,  1S74. 
This  Act  repealed  the  Act  of  1836  so  far  as  any  future  Societies 
were  concerned,  but  did  not  affect  existing  societies  except  to 
a  very  limited  extent  unless  they  became  incorporated  under 
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the  new  Act,  and  consequently  those  societies  which  did  not 
obtain  a  certificate  of  incorporation  continue  to  be  governed 
by  the  old  Act. 

Perhaps  it  may  be  well  to  point  out  here  some  of  the  more 
important  differences  between  the  two  Acts.  Under  the  Act 
of  1836  societies  are  under  the  jurisdiction  of  the  High  Court 
of  Chancery,  but  under  the  new  Act  it  is  provided  that  tbey 
shall  be  wound-up  in  the  Coun^  Court  of  the  district  in  which 
the  chief  offices  of  the  society  are  situated.  Formerly  there 
wasnot  any  expressed  power  to  borrow  from  outride  persons, 
no  limitation  of  liability  -of  members  either  advanced  or  un- 
advanced ;  but  under  the  new  Act  all  these  matters  are  dealt 
with  and  defined.  Some  doubt  having  arisen  as  to  the  inter- 
pretation of  section  8  of  the  new  Act  which  reads  as  follows : 
"  Every  society  the  rules  of  which  have  been  certified  under 
**  the  said  repealed  Act  shall  be  deemed  to  be  a  society  under 
"  this  Act,  and  may  obtain  a  certificate  of  incorporation  under 
**  this  Act,  and  thereupon  its  rules  shall,so  far  as  the  same  are 
"  not  contrary  to  any  express  provisions  of  this  Act,  continue 
"  in  force  until  altered  or  rescinded  as  hereinafter  mentioned."' 
From  which  it  appeared  that  tUl  societies  were  entitled  to  the 
benefit  of  the  new  Act  whether  incorporated  or  not,  and  that 
registration  was  optional.  To  correct  this  a  further  Act  was 
passed  on  the  22nd  April,  1875,  repealing  the  above  section 
and  substituting  the  following  clause,  viz,  section  2.  *'  From 
"  and  after  the  passing  of  this  Act,  eveiy  society,  the  rules  of 
'*  which  have  been  certified  under  the  said  Act  of  the  session 
"  of  the  Fixth  and  seventh  years  of  the  reign  of  his  late  Majej>ty 
«<King  William  the  Fourth,  chapter  32,  entitled  an  Act 
"  for  the  regulation  of  benefit  building  societies  may  obtain  a 
**  certificate  of  incorporation  under  the  Building  Societies  Act, 

1874,  and  thereupon  shall  be  deemed  to  be  a  society  under 
"that  Act  &o.  The  effect  of  this  repealing  Act  was  that 
societies  could  only  have  the  l«nefits  of  the  Act  of  1874  if 
they  became  registered.  It  was  ho  vever  provided  that  if  any- 
thing had  been  "  done  or  suffered"  under  the  repealed  sections, 
such  '*  doing  or  suffering  "  should  not  be  affected  by  such  re- 
peal. In  other  words  if  any  person  or  persons  had  lent  money 
ordoneanyother  acton  the  faith  of  the  Act  of  1874  applying 
to  societies  under  the  old  Act  although  not  iocorporaied,  hu  or 
they  were  not  to  be  prejudiced  in  any  way,  anl  would  have  the 
benefit  of  section  8,  as  if  it  actually  did  apply  to  exiitiag  s«iciciic8. 
With  regard  to  this  point  I  shall  have  occasion  to  remark  later 
on.  Further  legislation  took  place,  but  of  an  unimportant 
character  bo  far  as  we  arc  concerned. 

Having  now  as  briefly  ai  possible  rovlewod  the  principal 
enactments  for  the  regulation  of  building  societies,  I  come  nor 
to  a  consideration  of  the  termination  of  these  societies  and  of  iho 
questions  arisins  thereout. 

As  I  previously  observed,  there  is  no  effectual  provision  for 
windmg-tip  societies  under  the  Act  of  1836,  but  it  seems  to  bo 
well-established  that  they  may  be  wound-up  by  the  Court  of 
Chancer  J  upon  the  lines  of  procedure  for  winding-up  public  com- 
panies. 

As  to  societies  under  the  Act  of  1874,  the  mode  of  proceeding 
is  defined,  for  section  32  provides  under  what  ciruuni stances 
a  society  may  terminate  or  be  dissolved,  and  these  are  deter- 
mined to  be  as  follows : — 

1.  Upon  the  happening  of  any  event  declared  by  its 
rules  to  be  the  termination  of  the  society. 

2.  By  dissolution  In  manner  prescribed  by  its  rulc^j. 

3.  By  dissolution  with  the  consent  of  three-fourthR  of 
the  memborri,  holding  not  less  than  two-thirds  of  the 
number  of  shares  in  the  society. 

4.  By  windiog-np,  either  voluntarily  under  the  super- 
vision of  the  Court  or  by  the  Court,  if  the  Court  shall  so 
order  on  the  petition  of  any  member  authorised  by  three- 
fourths  of  the  members  present  at  a  general  meeting  of 
the  society  specially  called  for  the  purpose  to  present 
the  same  on  behalf  of  the  society,  or  on  the  petition  of 
any  judgment  creditor  for  not  less  than  £50,  but  not 
otherwise. 

Notice  most  be  given  to  the  registrar  of  building  societies  of 
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the  commenoement  and  termination  of  every  dissolation  or 
winding-np. 

Assuming  then  for  the  pnrposes  of  our  disenssion  that  we 
have  now  reached  that  stage  when  winding-up  proceedings 
have  commenced,  and  we  are  called  upon  to  deal  with  the 
adjustment  of  the  rights  of  all  parties  daimtng  to  he  creditors, 
oar  first  duty  will  he  to  carefully  peruse  the  rules  so  as  to 
ascertain  of  what  classes  of  persons  it  is  constituted ;  whether 
of  loanholders  and  memhers,  or  only  members  both  adyanoed 
and  nnadvanced. 

Now,  in  connection  with  this  part  of  the  proceedings  for 
termination,  it  will  be  found  difficult  to  decide  what  is  the 
order  in  which  the  various  classes  of  claims  are  to  be  placed ; 
indeed,  it  will  very  probably  be  needful  to  have  recourse  to  the 
opinion  of  counsel  to  guide  one  as  to  the  rights  of  parties. 
Until  recently  there  was  very  little  settled  law  to  rely  upon  for 
guidance,  and  the  result  has  been  that  numerous  test  actions 
have  been  taken  before  the  Courts,  and  although  many  deci- 
sions have  been  delivered  from  time  to  time,  it  is  not  by  any 
means  certain  that  they  will  be  allowed  to  remain  unques- 
tioned, the  tendency  being  to  cany  every  case  to  the  highest 
possible  tribunal,  the  House  of  Loids,  so  as  to  obtain  a  final 
and  oondusive  decision. 

As  many  of  the  points  which  we  may  be  oaVed  upon  to  deal 
with  have  now  been  before  the  Courts,  I  will  endeavour  to 
indioatfl  the  •ffeei  of  the  deoisiona  which  have  been  given. 

One  of  the  first  questions,  but  by  no  means  the  least  im- 
portant, which  will  probably  have  to  be  dealt  with,  will  be  the 
legality  of  Uie  loans.  In  the  case  of  a  society  under  the  Act 
of  1836  having  borrowed  money  under  a  power  in  its  rules  to 
that  effect  (although  as  I  have  previously  stated,  the  statute  . 
does  not  expressly  authorise  such  privileges),  very  much  will 
depend  as  to  whether  it  was  taken  under  a  limited  or  un- 
limited rule.  Prior  to  the  Act  of  1874  the  right  of  a  society  to 
hold  and  use  borrowed  capital  was  the  cause  of  much  discus- 
sion in  the  Courts.  Borrowing  to  a  limited  extent  would 
appear  to  have  been  considered  within  the  powers  of  a  society, 
apparently  on  the  ground  that  it  was  not  repugnant  to  the 
spirit  of  the  Act,  or  opposed  to  principles  of  commercial 
prudence.  The  Court  of  Appeal  in  Chancery,  In  s  case  Laing 
V.  Reed  (a  case  which  has  often  been  quoted),  decided  that  a 
rule  which  contemplated  borrowing  to  a  limited  extent  was 
valid.  Whether  this  would  apply  to  any  other  limit  than  that 
authorised  by  the  Act  of  1874,  viz.  two-thirds,  seems  to  me  a 
little  doubtful.  With  regard,  however,  to  borrowing  to  an  un- 
limited ettent,  th^re  have  be«n  several  decisions  In  which  it 
has  been  held  not  to  be  legal,  and  that  a  person  who  had 
lent  money  under  a  rule  of  that  character  was  not  entitle  1  to 
recover  from  the  society;  and  such  a  person  would  not  be 
entitled  to  a  winding-up  order.  In  a  recent  case  which  was 
tried  before  Vice-chancellor  Bristowe  in  the  Chancery  of  the 
Palatine  of  Lancaster,  he  held,  that  a  society  having  an  un- 
limited power  to  borrow  in  their  rules,  was  not  liable  to  repay 
money  so  advanced,  and  those  who  were  in  this  unfortunate 
position,  therefore,  instead  of  coming,  as  they  thought,  first  in 
priority,  would  come  last,  only  participating  in  any  residue 
l^ere  might  be  after  payment  of  costs  and  legal  claims.  There 
was  one  point  raised  in  this  case  which  I  think  had  never  pre- 
viously been  raised  and  it  was  this ;  a  portion  of  the  loans  to 
the  society  were  made  between  the  2nd  November,  1874  (the 
date  when  the  Building  Societies  Act,  1874  came  into  force)  and 
the  22nd  April,  1875,  when  section  8  of  that  Act  was  rtrpealed. 
It  was  contended  that  as  section  2  of  the  Repealing  Act  pro- 
vided, that  anything  done  upon  the  faith  of  sec' ion  8  of  the 
Act  of  1874,  should  not  be  prejudiced  by  the  repeal  of  It,  any 
loans  between  the  above  dates  would  oome  under  the  clause  as 
to  "  doing  or  suffering,**  and  that  therefore  such  loans  must 
be  treated  as  valid,  and  binding  upon  the  society.  The  Vice- 
Chanccllor  however,  held,  that  as  the  security,  (Promissory 
Notes)  given  for  such  loans,  had  not  had  endorsed  on  them  the 
Hth  and  1 5th  section  of  the  Act  of  1874  (as  provided  by  sub. 
sec.  5  of  section  16  of  that  Act)  they  were  not  entitled  to  the 
ben^t  80  claimed)  and  th^  must  stand  in  the  position  which 


he  had  assigned  to  the  other  loans.  The  judgment  was  ap- 
pealed against,  however,  and  the  matter  came  before  the  Court 
of  Appeal.  The  late  Master  of  the  Bolls  upheld  the  decision 
of  the  Vice-Chancellor,  as  to  the  loans  before  and  after  the  dates 
mentioned,  but  reversed  it  so  far  as  the  other  loans  between 
2nd  November,  1874,  and  22nd  April,  1875,  were  concerned,  hold' 
ing  that  they  were  valid,  and  must  rank  as  outside  creditors. 
These  are  technically  termed  '*  Gap  loans.*'  How  far  borrow- 
ing will  be  legalised  by  a  decision  of  the  House  of  Lords,  has 
yet  to  be  seen. 

Coming  now  to  the  right  to  borrow  under  the  1874  Act,  we 
find  many  directions  as  to  the  mode  in  which  this  may  be 
exercised.     Although  on  the  surface  there  does  not  appear  to 
be  any  difficulty  in  arriving  at  a  conclusion  as  to  the  ascertain- 
ment of  the  borrowing  power,  yet  when  it  Is  attempted  to  put 
the  provisions  into  practice,  all  kinds  of  diflSculties  present 
themselves  and  these  are  not  lessened,  by  the  fact  that  no 
decision  has  yet  been  given  by  the  Court3  as  to  the  interpreta- 
tion to  be  placed  upon  those  sections  of  the  Act  relating  thereto. 
Sub-section  2  of  Section  15  reads  as  follows : — 
'*  In  a  permanent  society,  the  total  amount  so  received  on 
**  deposit  or  loan,  and  not  repaid  by  the  society,  shall 
**  not  at  any  time  exceed  two-thirdi  of  the  amot/nt  for  the 
**  time  being  eeeurei  to  the  toeiety  by  mortgages  from  its 
•*  members.** 
Opiniona  differ  as  to  the  true  interpretation  to  be  placed 
upon  this  seetioa*    Now,  before  a  society  can  borrow,  it  is 
obvious  that  it  must  have  a  basis.    How  is  this  to  be  arrived 
at  ?  If  we  take  the  literal  construction  of  the  section,  we  ^ould 
have  to  take  the  whole  amount  of  future  instalments  (for  that 
is  what  such  a  reading  would  mean) ;  as  well  as  any  fines  or 
other  sums  payable  under  the  mortage.    The  result  of  such  a 
computation  of  the  basis  on  which  to  borrow  would  be  to 
oreata  a  power  to  borrow  to  a  larger  extent  than  had  actually 
been  lent  on  mortgage.    To  show  the  fallacy  of  this  view,  let 
us  take  the  advance  of  £100  on  mortgage,  to  be  repaid  in  say 
15  years.    Under  the  rules  and  tables  of  some  societies,  the 
amount  to  be  repaid  would  be  about  £160,  two-thirds  of  which 
is  about  £107.    This  appears  to  be  conclusive  that  such  an 
interpretation  cannot  be  the  true  one.    The  common  sense 
view  seems  to  be  to  construe  the  section  as  meaning  balance  of 
principal  for  the  time  being  secured  to  the  society.    How  far 
the  Court  would  support  such  a  view  it  is  not  for  me  to  say, 
but  assuming  it  to  be  the  correct  basis  on  which  to  calculate 
the  borrowiog  power,  we  have  not  by  any  means  overcome  our 
difficulty.    Amongst  the  many  points  which  will  require  to  be 
solved  before  any  reliable  account  could  be  taken  to  distinguish 
between  legil  loans  and  loans  outside  the  borrowing  powers, 
is  whether  an  overdraft  from  bankers  is  to  be  considered  as  an 
exercise  of  the  borrowing  power.    Then  there  is  the  farther 
question,  whether  if  a  person  lent  say  £1,0t)0  to  a  society  when 
it  had  an  unexhausted  power  of  £500,  would  the  loan  be  bad 
in  part  or   in  whole?    There  are  also  many  other  equally 
knotty  pointa  which  would  require  to  be  taken  into  account, 
but  I  think  sufficient  has  been  said  to  convince  you  that  if  un- 
fortunately it  became  needful  to  investigato  the  borrowing 
powers  of  a  society  in  winding-up,  the  result  mizht  be  that 
nearly  the  whole  of  the  assets  would  be  roent  in  litigation  to 
ascertain  and  trace  the  legal  claims.    Where  societies  have 
gone  into  liquidation  and  their  borrowing  powerd  have  admit- 
tedly been  exceeded,  every  effort  has  been  made  by  those  con- 
cerned to  bring  about  some  scheme  of  arrangement  by  which 
such  a  necessity  could  be  avoided  and  the  enormous  costs 
which  such  a  step  would  Involve  saved. 

The  right  of  a  society  to  deposit  deeds  as  security  for  money 
lent,  is  another  very  important  feature  in  building  society  law, 
ond  one  which  has  given  lise  to  some  very  interesting  deci- 
sions. Until  very  recently  there  had  not  been  any  ca.se  which 
could  be  relied  upon  as  establishing  the  law  on  this  point.  A 
case  which  has  often  been  referred  to,  viz.  Wilson's,  was  de- 
cided many  years  ago  by  Vice-Chancellor  Bacon,  but  bis  judg- 
ment was  not  considered  a  strong  one  because  it  appeared  to  have 
left  the  litigant  parties  pretfy  much  in  the  same  position  which 
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they  oocapied  preTionsly.  The  issue  there  raised  was  whether 
a  person  who  had  had  deeds  deposited  with  him  by  the  trustees 
of  a  society  to  secure  a  loan  which  was  ultra  vtreM,  was  entitled 
to  retain  such  security.  The  Vice- Chancellor  held  that  al- 
though the  consideration  for  such  deposit  was  illegal,  he  must 
refuse  to  compel  the  depositee  to  deliver  up  the  deeds  until  his 
money  was  repaid,  but  at  the  same  time  he  did  give  the  de- 
positee more  than  a  passive  right  to  the  deeds,  he  had  not  any 
power  to  sdl  and  recoup  himself  in  that  way.  It  could  not  be 
expected  that  such  a  decision  could  long  remain  undisturbed, 
snd  in  a  recent  winding-up  of  a  society  under  the  old  Act 
having  an  unlimited  power  of  borrowing,  it  was  found  that 
many  of  Uie  large  loanholders  had  ^ad  deeds  deposited  with 
them  as  collateral  security  for  their  loans.  The  contention  was 
raised  by  the  liquidator  tiiat  the  consideration  for  these  de- 
posits being  an  illegal  loan,  the  holders  were  not  entitled  either 
legally  or  equitably  to  any  lien.  Upon  the  test  cases  which 
were  selected  to  raise  this  issue,  eventually  reaching  the  Court 
of  Appeal,  it  was  held  that  the  loans  being  ultra  virea,  the 
deeds  must  be  given  up  as  there  had  not  been  valid  considera- 
tion given  for  them.  An  individual  therefore  who  has  lent 
mon^  to  a  society  without  a  legal  power  to  borrow  and  is  a 
holder  of  deeds  must  give  them  up  and  be  left  without  any  right 
to  prove  as  a  creditor.  If,  however,  he  could  earmark  his  loan 
and  show  that  it  had  been  specifically  appropriated 
to  the  payment  of  legal  debts  of  the  society,  or  to  a  particular 
mortgage,  which  formed  part  of  the  residinm  of  assets,  he 
would  then  be  entitled  to  take  out  such  security  from  the 
residinm.  Although  theoretically  this  seems  possible,  yet  in 
practice  it  is  almost  impossible,  and  this  was  so  far  recognised 
in  the  case  of  which  I  am  now  speaking,  that  no  attempt  was 
made  with  a  view  to  tracing.  In  keeping  an  account  of  their 
cash  transactions,  the  usual  custom  in  these  societies  is  to  pay 
the  whole  of  the  receipts  into  the  bank,  and  to  make  all  pay- 
ments l^  cheque ;  and  this  being  so  it  seems  to  me  that  the 
funds  become  so  merged  in  the  general  account  as  to  entirely 
lose  their  identity  for  the  purpose  of  tracing.  With  regard  to 
the  validity  of  a  deposit  of  deeds  to  secure  a  loan  to  a  society 
incorporated  under  the  Act  of  1874, 1  am  not  aware  whether 
any  decision  has  ever  been  given  raising  such  an  isaue,  but  I 
think  it  may  reasonaMy  be  inferred  that  if  the  consideration 
was  not  opea  to  sospicioa  on  tha  ground  of  over* borrowing, 
and  it  their  had  been  a  special  bargain  for  deeds,  the  depodt 
would  hold  good. 

Whilst  upon  this  subject  of  security,  I  must  not  omit  to  refer 
to  the  dealmgs  of  bankers,  although  the  space  at  my  disposal 
will  allow  of  but  very  few  remarks.  Probably  the  most  im« 
portant  action  affectiog  the  rights  of  bankers  in  connection 
with  building  societies  is  the  case  of  the  BUtkhurn  Benefit 
Buildifig  Society  v.  Cunl^ffet^  Brooke^  and  Cb.,  which  has  in  its 
various  stages  been  reported  in  the  Law  Joumale,  Originally 
the  bankers  claimed  to  have  a  lien  upon  deeds  in  their  posses- 
sion to  the  extent  of  the  amount  owmg  to  them  on  their  over- 
draft ;  but  the  society  being  one  which  had  not  any  power  to 
borrow  (either  limited  or  otherwise),  the  liquidator  contended 
that  ^e  bank  had  no  claim  whatever  to  retain  the  deeds ;  and 
and  on  the  matter  coming  before  V.  C.  Bristowe,  he  confirmed 
the  latter  view.  The  matter  was  then  carried  to  the  Court  of 
Appeal,  and  the  Lord  Chancellor  delivered  judgment,  of  which 
I  will  give  you  the  substance :  **  that  although  he  agreed  with 
"  the  v.  G.  in  the  principles  on  which  he  had  proceede  I,  he 
**  must  reverse  the  order  against  the  bank  made  on  the  footing 
**  that  there  was  no  evidence  to  show  that  any  specific  accounts 
«*  of  the  money  advanced  to  the  society  had  been  applied  in 
**  payment  of  debtd  and  liabilities  for  which  they  (the  society) 
**  were  properly  answerable.  The  bankers  ^ere  on  equitable 
'*  principles  entitled  to  datm.  An  enquiry  must  be  directed 
**  to  ascertain  those  facts,  the  appellants  not  to  be  allowed  any 
'*  money  advanced  to  the  society  since  it  last  ceased  to  have  a 
'*  balance  standing  to  ita  credit  at  the  bank.  So  far  as  the 
**  mor  ey  went  to  paying  the  legal  debs  of  the  society,  the  claim 
'*  must  be  allowed ;  but  the  burden  was  on  them  (the  b  inkers) 
«  gf  showing  what  if  any  of  the  money  advanced  by  them  had 


**been  applied  In  payment  of  legal  debts.'*  Ctenerally  the 
result  of  the  judgment  was,  as  you  will  perceive,  to  give  the 
bankers  the  opportunity  of  tracing  their  money.  The  quest  ions 
between  the  society  and  the  bank  being  still  snb-judiee,  it  is 
perhaps  not  desirable  that  I  should  make  further  reference  to 
them. 

The  liability  of  members,  both  advanced  and  imadvanced.  is 
another  question  in  regard  to  which  there  is  a  considerable 
amount  of  uncertainty.    Although,  as  I  have  said  before, 
regard  must  be  had  to  the  tenor  of  the  rules,  it  seems  to  be  a 
settled  principle  of  law,  that  so  fto  as  societies  not  incorporated 
are  concerned,  the  liability  of  both  classes  of  members  is  un- 
limited.   Now  the  liability  as  thus  broadly  stated  does  not  at 
first  sight  appear  to  present  or  suggest  any  complication,  but 
I  venture  to  think,  however,  that  when  it  is  attempted  to  work 
out  this  liability  for  purposes  of  contribution,  many  difficulties 
will  arise.    Suppose  for  the  purpose  of  illustration  we  are 
called  upon  to  deal  with  the  afbdrs  of  a  society  having  a  large 
amount  of  legal  claims  upon  it,  and  that  the  assets  are  insuffi- 
cient to  pay  uiese  claims  and  the  costs  of  winding-up.    One  of 
the  first  steps  it  would  be  needful  to  take  would  be  the  settle- 
ment of  a  list  of  contribntories.    With  a  view  to  ascertaining 
the  liability  of  each  member,  it  would  be  necessary  to  show  the 
number  of  shares  held  by  every  member,  and  the  date  of  com- 
mencement of  membership.    Now  I  believe  I  am  correct  in 
stating  that  a  member  would  not  be  liable  for  any  debts  con- 
tracted prior  to  his  becoming  a  member,  and  I  think  it  follows, 
therefore,  that  before  it  can  be  seen  to  what  extent  he  must  be 
called  upon  to  contribute,  an  investigation  would  have  to  be 
made  to  ascertain  what  debts  (if  any)  oontraced  after  his 
joining  the  society  were  still  nnsatisfled.    It  wiU  at  onoe  be 
seen  that  this  would  involve  an  enormous  amount  of  labour, 
and  would  mean  practically  a  separate  account  being  taken  for 
every  member,  so  as  to  show  the  debts  for  which  each  member 
was  liable.    Bappose  then  we  are  now  in  the  position  of  being 
able  to  show  what  each  member  is  liable  for  in  the  way  of 
debts,  how  is  this  liability  to  be  worked  out ;  because  it  must 
not  be  forgotten  that  every  member  has,  in  all  probability, 
joined  the  society  at  a  different  date  to  the  others ;  that  the 
number  of  shares  held  by  each  member  will  differ  from  evtrry 
other  member,  and  the  amount  of  debts  for  which  he  is  respon- 
sible will  also  be  different.    So  far  as  I  can  gather,  there  dc^s 
not  appear  to  be  any  record  of  a  list  of  contribntories  of  tlii^ 
character  ever  having  been  settled,  and  it  may  be  that  th  t 
occasion  will  never  arise.    In  the  comparatively  few  societ  ea 
now  existing,  the  assets  may  prove  sufficient  to  meet  aU  leyal 
claims  without  recourse  to  a  call  upon  contribntories.    I  think 
this  is  likely  to  be  so  for  this  reason.    Where  societies  (not 
incorporate  I)  have  an  unlimited  power  to  borrow  (and  probably 
this  is  BO  in  the  majority  of  cases),  the  legal  claims  would  be 
comparatively  small,  because  the  loans  would  be  ultra  vires. 
Whether  it  would  be  compulsory  to  settle  a  list  of  contribn- 
tories to  adjust  the  rights  of  members  inter  s$  Is  another 
question,  and  one  which  is  uncertain.    Assuming,  however, 
that  there  was  a  sufficiency  of  assets  to  meet  all  claims,  and 
leave  a  surplus  for  division  amongst  members,  it  would  then 
have  to  be  determined  in  what  priority  (if  any),  they  should 
participate. 

On  this  point  it  has  been  held  on  the  authority  of  the  Court 
of  Appeal  in  re  The  Blaekhurn  Benefit  Buildinri  Society  that 
those  members  who  had  given  notice  to  withdraw  prior  to 
winding-up  would  be  entitled  to  be  paid  in  pr'ority  of  notice 
before  those  who  ha'I  not  given  notice.  Miny  of  you  ma^  have 
sern  a  roport  in  the  Manchester  piipcrs  recently  that  thu  Vicj- 
Chanc  11  ir  of  the  Palntine  Court  hail  given  the  liquidators  uf  the 
above  society  per.Ditsioo  t*)  pay  a  dividend  to  those  memb*  r%  of 
I  the  s{M:i'  ty  who  had  given  notice,  but  that  ai  appeal  had  been 
I  lidgedtothe  House  of  Lo:ds  against  the  decision  in  favour  of 
the  first- mentioned  rlafs,  and  t^at  pending  the  ros'ilt  of  thi»  ap- 
peal the  proposed  dividend  mu»t  bo  withVeld. 

In  some  societies  thern  are  in  tddition  to  the  iiHual  adv^nre  I 
and  unadvanoed  menber^  a  third  class,  styled  prefeivnce  or  ili- 
poiit  members,  who  uolike  the  unadvanoed  members  rjccivo 
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their  interest  yearly  or  half-yearly  as  the  case  may  be.  Now  al- 
though the  Act  of  1836  does  not  expressly  authorise  the  creation 
of  this  kind  of  member,  the  Court  of  Appeal  hare  decided  in  re 
The  Quardinn  Building  Society  that  a  rule  authori«iog 
the  issue  of  such  a  class  cf  shares  is  not  repugnant  to  the  proTi- 
siona  of  the  Act,  and  consequently  in  the  society  referred,  they 
are  entitled  to  rank  in  priority  of  payment  to  those  of  unadran- 
ced  members.  I  may  mention,  howeYer,  that  this  decision  has 
also  been  appealed  against  to  the  House  of  Lord«. 

It  is  satisfactory  to  say  that  under  the  Act  of  1874,  the 
liability  of  Members  is  much  more  clearly  defined  and  settled 
than  under  the  previous  Act.  Section  14  provides  that  the 
liability  of  any  member  in  respect  of  any  share  on  which  no 
advance  has  been  made,  shall  be  Umited  to  the  amount  actually 
paid  or  in  arrear  on  such  share,  which  means  in  effect  that  an 
investing  or  unadvanced  member  is  only  liable  for  that  which 
has  accrued  due  between  the  date  of  the  commencement  of  his 
share  and  the  date  of  commencement  of  termination  proceed- 
ings. For  example,  if  a  person  takes  up  a  share  on  the  Ist 
January,  1878,  and  the  society  commences  to  wind-up  on  the 
8  ist  December,  1882,  the  amount  of  subscriptions  accrued  duo 
would  be  60  monthly  instalments  (or  otherwise  according  to  the 
rules)  and  he  could  be  called  upon  to  pay  such  amount,  sub- 
ject however,  to  deduction  in  respect  of  any  sum  which 
might  be  standing  to  his  credit  on  such  share.  This  liability 
is  put  in  another  way  by  the  Lord  Chancellor  in  his  judgment 
on  a  Scotch  Appeal,  Broicnlie  v.  Rusaell  (L.  T.  Bep.  8  and  9,  83). 
After  quoting  the  pirt  of  the  section  referred  to,  he  says : — 
**  In  favour  therefore  of  the  unadvanced  member  the  statute 
**  reduces  the  liability  to  a  lower  amount  than  the  full  £25 
**  (that  was  the  nominal  value  of  the  share);  he  is  only  to  be 
"  liable,  which  I  think  means  to  creditors  or  anybody  else,  for 
V  that  which  is  actually  in  arrear  at  the  time  when  the  liability 
"  is  to  be  enforced  in  addition  to  what  he  has  actually  paid." 

The  appeal  I  refer  to  did  not  turn  upon  the  liability  of  an 
unadvanced  member,  but  on  that  of  an  advanced  member  who 
had  borrowed  £700  from  a  society  which  had  not  in  its  rules 
any  express  power  to  make  a  levy  upon  members.  The  liqui- 
dators had,  however,  sought  to  make  the  borrower  liable  to  pay 
the  full  £700  before  ho  could  redeem,  although  he  had  at  the 
date  of  the  winding-up  already  paid  about  £400  on  account  of 
instalments.  The  House  of  liords  unanimously  held  that  as 
the  rules  did  not  contain  one  single  word  as  to  levies,  the  re- 
spondent was  entitled  to  withdraw,  notwithstanding  the  liqui- 
dation upon  payment  of  the  balance  due  on  the  advance  made 
to  him.  One  argument  which  was  put  forward  on  this  appeal 
deserves  to  be  mentioned,  and  it  was  this :  that  as  the  rules 
of  the  society  in  question  provides  that  the  borrowing  mem- 
bers were  to  participate  in  profits  if  any,  it  followed  that  they 
were  liable  to  bear  the  losses.  Lord  Bramwell  very  effectively 
disposed  of  this  argument,  in  regard  to  which  he  said :  — 
"  There  is  not  one  word  in  the  rules  about  losses  being  borne 
** either  by  the  advanced  or  unadvano^  members;  and  the 
*'  only  reason  that  can  be  given  why  the  advanced  members  or 
**  anybody  else  should  bear  the  losses,  is  that  they  were  to  have 
"  profits  if  there  were  any.  So  they  will,  undoubtedly ;  but  it 
*'  does  not  follow  from  that  they  are  to  bear  losses,  it  might 
*Miave  been  a  reasonable  stipulation  to  put  in  if  they  hod 
ught  of  it,  but  either  they  did  not  think  of  it,  or  if  they 
think  of  it,  they  did  not  consider  that  it  was  reasonable 
put  it  in ;  and  we  cannot  put  it  in  upon  mere  speculation, 

that  if  they  had  thought  of  it  they  would  have  put  it  in." 

Upon  the  terms  of  this  judgment  I  think  it  follows  beyond 
a  doubt  that  where  the  rules  of  any  society  contain  provision 
for  levits  on  advanced  Tnembers,  the  liability  on  their  part 
would  be  practically  imlimited  nnless  the  levies  were  limited 
in  extent. 

These,  gentlemen,  are  some  of  the  most  important  questions 
affecting  building  societies,  and  although  I  have  endeavoured 
to  the  best  of  my  ability  to  explain  them  as  clearly  as  posatblc, 
I  am  conscious  that  I  have  but  feebly  dealt  with  the  subject ; 
the  more  so  that  I  have  omitted  to  make  any  reference  to  such 
matters  as  right  of  set-off,  and  many  others,  which  it  would  be 
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almost  impossible  to  include  in  the  compass  of  a  paper  such  as 
I  have  read  to  you. 

At  its  conclusion  Mr.  C.  R.  Trevor,  F.C.A.,  rose  to  propose  a 
vote  of  thanks  to  Mr.  T.  B.  Brooks  for  what  be  styled  *' A  lucid 
paper  on  a  complex  subject  "  and  supplemented  some  of  the 
information  given  by  the  lecturer,  especially  in  regard  to  the 
case  of  CtthUffu  Brooks  and  Co.  v.  7*he  Blackburn  Building 
Society.  Mr.  A.  Wildp,  A,C.A,,  in  rising  to  second  the  vote  of 
thanks,  also  complimented  the  lecturer,  Mr.  Brooks  on  the 
able  way  in  which  he  had  treated  the  subject,  and  in  the  course 
of  his  remarks  suggested  a  codification  of  the  law  relating  to 
Building  Societies. 

The  President  put  the  motion,  which  was  carried  with  ac- 
clamation.   Other  speakers  then  made  remarks,  viz. — 

Mr.  Walkden,  Mr.  Murray,  Mr.  Harris,  Mr.  Abbot,  Mr.  Kerr, 
Mr.  Sutton  and  Mr.  Lunt.  Mr.  Brooks  replied,  and  after  a 
vote  of  thanks  to  the  chairman,  the  proceedings  terminated. 
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EXAMINATIONS  HELD   BY  THE   INSTITUTE   OF 
CHARTERED  ACCOUNTANTS. 

In  another  column  is  printed  a  list,  in  order 
of  merit,  of  the  successful  candidates  at  the 
examinations  held  in  December,  1883,  and  we  now 
propose  to  compare  the  results  of  that  examination 
with  the  two  previously  held  by  the  Institute. 
The  following  table  gives  the  number  of  candidates^ 
successful,  or  otherwise,  at  these  examinations  : — 


Peliininary. 

Intermed. 

Final. 

Eqy  toFinl 

Total. 

Exanma- 

Un- 

Un- 

1  Un- 

Un- 

1  Un- 

tion  held. 

Sue. 

suces. 

Sue 

suoes. 

Suo  suoes. 

Suc  suces. 

Suc  suces. 

Doc.  1882  .  ■ .  • 

10 

9 

— 

— 

16 

6 

8 

2 

28 

16 

June,  1888. . . . 

24 

17 

10 

2 

28 

6 

1 

1 

68 

26 

DeCf  1888. .  •  • 

90 

96 

22 

1 

18 

16 

6 

1 

65 

27 

Totals   

&4 

86 

82 

8 

m 

27       9 

4 

51 

69 

From  these  figures  it  will  be  seen  that  the 
results  of  the  examination  held  in  December 
1883,  show  an  improvement  on  that  held  in 
June,  1883 ;  that  improvement  being  particularly 
noticeable  in  the  Preliminary,  Intermediate  and 
Equivalent  to  Final :  the  only  column  showing  a 
retrogression,  being  the  Final,  which  mxy  perhaps 
be  attributed  to  the  fact    of    the  papers  being 


of  a  severer  nature,  or  the  examiners  requiring  a 
higher  standard  of  excellence.  The  percentage  of 
successful,  as  compared  with  unsuccessful,  candi- 
dates at  the  examination  in  question,  shows  an 
improvement  on  the  last  examination,  of  nearly 
8  per  cent,  and  we  think  both  candidates 
and  examiners  are  to  be  congratulated  on  the 
result.  We  think  it  would  be  a  great  im- 
provement if  in  publishing  future  result 
Usts,  the  Institute  were  to  state  the  highest 
possible  number  of  marks  attainable,  and  the 
number  actually  obtained  by  each  candidate. 

Those  candidates  who  have  passed  their  final 
examination,  are  now  in  a  position  to  com- 
mence  practising  in  a  profession  rapidly  at- 
taining  an  importance  in  the  commercial 
world  which  must  increase  and  require  the  utmost 
watchfulness  and  attention  on  their  part  to  keep 
pace  with.  To  the  large  number  who  have  passed 
the  Intermediate,  we  counsel  steadiness  and  per- 
severance, to  enable  them  speedily  to  pass  the 
Final,  and  become  fully  qualified.  While  those 
who  have  passed  the  Preliminary,  should  be 
encouraged  by  their  success  in  the  first  step  to 
continue  in  the  same  path  till  they  reach  the  goal 
of  their  ambition.  Those  who  have  failed  this 
time,  we  counsel  not  to  be  disheartened,  but  to  try 
again.  The  harder  a  thing  is  to  obtain,  the  greater 
the  merit  when  perseverence  overcomes  all  obstacles. 
Perhaps  a  too  easy  success  would  lead  to  over- 
weening confidence  which  might  be  sharply  checked 
at  a  later  period  when  recovery  would  be  much 
more  difl&cult. 

We  wish  to  call  the  attention  of  our  readers, 
who  have  not  already  joined  any  of  the  various 
Accountants'  Students'  Societies  to  the  great 
assistance  they  are  to  all  beginners.  In  addition  to 
affording  the  means  of  interchange  of  ideas  and 
information,  the  libraries,  which  they  are  gradually 
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forming,  enable  Students  to  have  the  use  of  books 
that  would  otherwise  be  unavailable  ejccept  at  a 
large  cost  to  themselves;  while  the  mock  meetings  of 
creditors,  &c.,  they  hold,  are  useful  in  more  ways 
than  one — ^firstly,  those  present  are  able  to  see  the 
form  of  procedure  practically  carried  out ;  secondly, 
having  the  opportunity  of  speaking,  they  get  that 
confidence  in  themselves  which  is  so  necessary  to 
anyone  having  to  address  a  meeting  of  strangers, 
and,  commencing  among  comparative  friends,  they 
do  not  feel  so  nervous  as  they  would  if  among  total 
strangers ;  thirdly,  if  attentive  to  the  way  the 
proceedings  are  carried  out,  they  must ''pick  up 
wrinkles"  as  to  the  most  advisable  manner  of 
dealing  with,  say  a  hostile  creditor  or  an  injudici- 
ously friendly  friend.  We  regret  that  we  have 
been  unable  to  give  in  these  columns  an  account  of 
a  mock  shareholders  meeting  held  by  the  London 
Accountants'  Students'  Society,  in  November  last, 
and  furnished  to  us  through  the  courtesy  of  Mr. 
Ellerman,  the  Chairman  on  that  occasion ;  we  had 
the  account  set  up  to  appear  in  our  December 
number,  but  other  important  matter  crowded  it 
out,  and  when  we  wanted  it  for  January  we  found 
the  type  had  been  distributed,  and  it  was  too  late 
to  have  it  re-set. 

We  consider  that  meetings  at  which  members 
are  invited  to  speak  in  turn,  are  as  useful 
in  their  way  as  the  debating  societies  at  the 
Universities,  in  forming  a  man's  style,  and  giving 
him  self  confidence  for  the  real  arguments  and 
debates  in  which  he  will  have  to  take  his  part  in 
after  life.  We  think  these  Societies  might  still 
further  increase  the  range  of  their  usefulness  by 
arranging  with  coaches  of  acknowledged  excellence 
to  givp  instruction  to  members,  either  in  classes  or 
privately. . 

We  give  in  the  present  number  a  portion  of  the 
questions  set  at  the  last  examination,  with  the 
answers  thereto,  which  we  shall  continue  unti^ 
finished.  These  papers  must  be  of  great  use  to 
future  candidates,  not  only  in  showing  the  scope 
of  the  questions  set,  but  also  the  best  form  in 
which  to  answer  them. 


BOOKKEEPING — Continued, 
Tlie  Ledger, 

The  Ledger  is  not  a  book  of  account  in  double 
entry,  for  the  simple  reason  that  it  is  only  the 
recipient,  or  collector,  of  what  is  recorded  in  the 
volmnes,  which  represent,  or  supplement,  the  Cash 
Book  and  Journal. 

The  ledger  is,  in  fact,  an  analytical  index,  or 
indiced  analysis,  of  the  records  contained  in  tho 
books  of  account. 

This  assertion  is  borne  out  by  the  laws  relating 
to  evidence.  If  the  objection  is  raised,  a  witness 
cannot  put  in  his  ledger  in  support  of  an  allegation, 
neither  can  his  opponent  compel  its  production, 
although  the  witness  may  be  using  it  in  the 
witness  box.  A  witness  is  entitled  to  use  his 
ledger  in  order  to  trace  back  to  his  books  of 
account  the  transaction  he  is  seeking  to  prove.  So 
far  does  the  law  go  on  tho  Continent,  that  if  a 
rough  cash,  or  any  other  book  of  record  is  kept, 
that  rough  book  (as  containing  the  original  entry) 
must  be  put  in,  the  witness  being  allowed  to  refresh 
his  memory,  or  to  trace  what  is  required  by  free 
reference  to  the  fair  copies  of  such  books,  or  to  tho 
ledger,  which  is  the  index  thereto.  Tho  ledger  is 
also  a  generic  term,  as  it  may  be  divided  into  as 
many  volumes  as  is  necessary. 

There  are  various  systems  of  double  entry  in 
general  use,  viz.  (1)  the  direct,  (2)  the  indirect,  and 
(3)  the  combined  sytems. 

The  Direct  System. 

Where  it  is  convenient  to  do  so,  postings  should 
be  made  direct  from  the  books  of  account  which 
contain  the  original  record  of  the  transactions. 

The  reasons  for  this,  are,  (a)  that  every  repeti- 
tion of  an  entry  increases  the  risk  of  clerical  error, 
(p)  that  extra  labour  is  avoided,  and  (c)  that  when 
required  in  evidence,  access  to  such  original  record 
is  far  more  easily  obtained.  Let  it  be  assumed 
that  "  the  cash  book  "  is  divided  into  two  volumes, 
one  for  the  house  (or  retail)  and  one  for  bank  (or 
wholesale)  transactions,  the  departments  being 
kept  distinct,  and  that  "  the  journal."  is  made  up 
of   seven    volumes,    viz.,    bought    goods    retail, 
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bought  goods  wholesale,  sold  goods  retail,  sold 
goods  wholesale,  bills  payable  book  (wholesale 
only),  bills  receivable  (ditto)  and  adjustment  and 
transfer  book.  There  would  thus  be  nine  volumes 
of  original  record,  all  of  which  are  used  for  posting 
from  direct  to  the  ledger.  The  books  of  original 
record  are,  in  such  case,  sections,  or  divisions,  of 
the  cash  book  and  journal  respectively,  and  are 
therefore  called  sectional  or  divisional  books. 

In  the  case  in  point,  we  will  further  assume 
that  so  far  as  relates  to  **  the  journal "  entries,  the 
debtors  and  creditors  accounts  are  posted  up 
daily,  and  that  with  regard  to  "  the  cash  book" 
all  entries  are  posted  daily  with  the  exception  of 
purchases  and  sales,  which  are  kept  in  distinct 
columns.  Once  a  month  the  total  of  each  section 
of  the  journal  must  be  posted.  Thus  restoring  the 
balances  or  contras  required  in  double  entry,  so  far 
as  those  books  are  concerned,  and  posting  in  Uke 
manner  the  totals  of  purchases  and  sales  contained 
in  the  cash  divisional  book.  When  all  these  post- 
ings are  completed,  we  shall,  by  adding  the 
balances  of  cash  in  hand,  obtain  as  the  result,  a 
true  balance,  provided  no  clerical  error  or  omission 
has  taken  place.  This  result,  which  is,  in  double 
entry,  indispensable,  will  have  been  obtained  at 
the  minimum  of  labour ;  for  instance,  our  whole- 
sale credit  sales  may  have  amounted  to  One 
hundred  distinct  entries,  during  the  month,  and 
yet  they  only  require  one  contra,  the  total  of  the 
months  sales,  which  is  posted  to  the  credit  of 
wholesale  goods  account ;  the  treatment  of  the 
remaining  contra^  being  similar. 

The  Indirect  System. 

Let  it  be  assumed  that  in  a  similar  business,  but 
of  larger  dimensions,  similar  books  are  kept  to 
those  mentioned  under  the  direct  system,  but  with 
this  difference,  that  each  section  is  divided  into 
"  odd  and  even  "  books,  that  is,  one  set  is  used  for 
Mondays,  Wednesdays,  and  Fridays,  and  the  other 
set  for  Tuesdays,  Thursdays,  and  Saturdays. 
There  would  then  be  four  volumes  of  cash  instead 
of  two,  and  fourteen  volumes  of  journal  instead  of 
seven.    It  is  obvious  that  a  cash  book  so  broken 


up  would  be  very  inconvenient  for  reference ;  there- 
fore the  contents  of  such  volumes  are  in  condensed 
form  collected  into  one  general  cash  book ;  in  like 
manner  the  contents  of  the  fourteen  divisions  of  the 
journal  are  corrected  in  condensed  form  into  one 
general  journal,  and  the  contents  of  these  two 
books  are  posted  into  the  ledger. 


companies'  acts — continued. 

The  liquidators  are  to  send  to  the  Begistrar  notice 
of  the  meeting  having  been  held,  and  the  date  of  it, 
and  the  company  is  considered  as  dissolved  after 
three  months  from  the  registration  of  such  notice. 
The  cost  and  expenses  of  winding  up  and  the 
amount  paid  to  liquidators,  as  remuneration  for 
their  services,  have  precedence  of  all  other  claims, 
and  are  to  be  paid  out  of  the  assets  of  the  company. 
The  above  apply  to  a  voluntary  winding  up  by  the 
company  itself,  without  any  interference  from  the 
Court,  except  in  cases  where  its  assistance  is 
required,  but  there  is  another  method  of  winding 
up,  and  that  is  "  winding  up  under  the  supervision 
of  the  Court,"  and  for  this  method  the  Act  provides 
in  the  next  few  clauses.  After  the  Company  has 
passed  a  resolution  for  winding  up  voluntarily,  the 
Court  may,  on  petition,  make  an  order  for  such 
winding  up  to  continue  on  terms  approved  of  by 
the  Court,  and  subject  to  its  supervision.  The 
petition,  presented  for  the  purpose,  shall  be  con- 
sidered to  be  a  petition  for  winding  up  the  Company 
by  the  Court,  and  the  Court  ¥dll  have  regard  to 
the  wishes  of  the  creditors  or  contributories  in 
deciding  the  question  as  to  whether  the  Company 
shall  be  wound  up  by  the  Court,  or  only  under  its 
supervision. 

In  order  to  arrive  at  the  wishes  of  the  creditors 
or  contributories  in  the  matter,  the  Court  may 
appoint  meetings  to  be  held,  and  may  also  appoint 
the  chairman.  In  taking  the  votes  at  such  meetings 
regard  will  be  had  in  the  case  of  creditors  to  the 
amount  of  the  debt  due  to  each,  and  in  the  case  of 
contributories  to  the  number  of  votes  that  each  has 
under  the  regulation  of  the  Company. 

In  case  of  winding  up  under  the  supervision  of 
the  Court,  the  Court  may  appoint  one  or  mora 
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additional  liquidators,  who  will  have  the  samo 
powers  as  though  they  had  been  appointed  by  the 
Company,  and  the  liquidators  so  appointed  may 
exercise  the  same  powers,  and  shall  perform  the 
same  duties  as  if  the  winding  up  were  voluntary, 
and  the  liquidators  w411  have  the  same  powers  and 
duties  as  if  they  were  official  liquidators.  When  a 
Company  has  been  wound  up  by  the  Court,  or 
under  its  supervision,  the  books  and  documents 
shall  be  disposed  of  in  such  manner  as  the  Court 
directs,  and  where  the  winding  up  has  been  volun- 
tary they  shall  be  disposed  of  in  such  manner  as  the 
Company,  by  extraordinary  resolution,  shall  direct. 
But  after  the  lapse  of  five  years  from  the  dissolution 
whoever  has  the  custody  of  such  books  and 
documents,  is  not  to  be  responsible  to  the  parties 
interested  therein,  provided  they  are  not  forthcom- 
ing. If  the  winding  up  is  by  the  Court  or  under  its 
supervision,  it  may  make  an  order  allowing  creditors, 
or  contributories,  of  the  Company  to  inspect  the 
books  and  papers.  The  liquidators  may  compromise 
with  creditors  or  with  any  persons  having  claims 
against  the  Company,  but  if  the  winding  up  is  under 
the  supervision  of  the  Com*t,  its  sanction  is  requisite, 
and  where  the  winding  up  is  voluntary,  the  consent 
of  the  Company  by  extraordinary  resolution  is 
required.  The  liquidators  may  also,  subject  to  such 
consent  as  before  mentioned,  compound  any  claims 
of  the  Company  on  a  contributory,  also  any  claims 
of  any  contributory  on  the  Company  or  any  claims 
between  the  Company  and  any  other  person,  and 
may  also  take  security  for  the  proper  discharge  of 
claims  due  to  the  Company,  and  may  give  complete 
discharges  for  the  samo.  Where  the  winding  up 
is  under  the  supervision  of  the  Court,  any 
execution  against  the  effects  of  the  Company  put  in 
force  after  the  conmiencement  of  the  winding  up  is 
void.  Any  Act  done  by,  or  against,  the  Company 
that  would  in  the  case  of  a  private  trader  bo  con- 
sidered as  a  fraudulent  preference  in  the  event  of 
his  bankruptcy  will  have  the  like  effect,  and  will  be 
deemed  in  the  event  of  winding  up  the  Company  to 
be  an  undue  preference  of  the  Company's  creditors, 
and  invalid  accordingly.  The  presentation  of  a 
petition  for  winding  up,  or  the  passing  of  a  resolu- 


tion for  winding  up  voluntarily,  will  be  considered 
as  an  act  of  bankruptcy.  A  Company  cannot,  under 
any  circumstances,  convey  its  property  to  trustees 
for  the  benefit  of  its  creditors.  If  any  past,  or 
present,  director,  liquidator,  or  other  officer  of  the 
Company,  has  misappropriated  or  become  liable  for 
moneys  of  the  Company,  or  has  been  guilty  of  any 
breach  of  trust  in  connection  with  the  affairs  of  the 
Company,  the  Court  may,  on  the  application  of  any 
liquidator,  creditor  or  contributory,  examine  into 
the  conduct  of  such  defaulter,  and  compel  him  to 
repay  the  money  so  misapplied  with  interest,  or  to 
pay  a  sum  by  way  of  compensation  for  such 
misapplication,  and  this  may  be  done  whether  the 
person  is  criminally  responsible  or  not.  If  any 
director ,officer,  or  contributory,  of  a  Company  being 
wound  up  under  the  Act  either  destroys  or  alters 
any  books,  papers  or  other  documents,  and  even  if 
he  is  privy  to  any  such  destruction  or  to  the 
making  of  any  false  entries  in  any  book  or  docu- 
ment belonging  to  the  Company,  with  the  intention 
of  committing  a  fraud,  the  offender  is  guilty  of  a 
misdemeanour,  and  liable  to  a  punishment  of  two 
years'  imprisonment  with  hard  labour.  The 
liquidators  may,  when  the  winding  up  is  by  order 
of  the  Court,  or  under  its  supervision,  order  at  the 
expense  of  the  Company  the  prosecution  in  a  court 
of  law  of  any  past,  or  present,  officer,  or  member,  if 
it  appear  that  he  has  been  guilty. 


STUDENT»S  GUroE. 


We  publish  elsewhere  an  advertisement  of  Mr,  Norton's 
Chartered  Accountant's  Examination  Guide,  designed  for  the 
help  of  Students  in  self -preparation  for  the  Intermediate  and 
Final  Examinations  of  the  Institute  of  Chartered  Accoxmtants. 
In  addition  to  being  prepared  by  a  prize  winner  at  the  Final 
Examination,  June,  1883,  the  questions  and  answers  have 
been  approved  by  the  following  authors  :  W.  W.  Kerr,  J.  H. 
Redman,  William  Phippens,  E.  W.  Fithian,  T.  Eustace 
Smith,  and  F.  W.  Pixley.  Esqrs.,  whose  works  ore  referred  to. 
The  questions  and  references  on  Partnership,  Bankruptcy, 
Mercantile  Law,  and  Joint  Stock  Companies  Law  have 
been  checked  and  revised  by  J.  W.  Piercy,  Esq,,  solicitor.  A 
work  practically  produced  with  the  approval  of  these  gentle- 
men  who  are  well-known  authorities,  cannot  fail  to  be  of 
immense  service  to  all  students  intending  to  present  them- 
selves for  examination. 
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INSTITUTE    OP    CHARTERED     ACCOUNTANTS    IN 

ENGLAND  AND  WALES. 


The  following  is  a  list  in  ordor  of  merit  of  the  successful 
candidates  at  the  Examinations  held  in  December,  1883 : — 

PRELIMINARY  EXAMINATION. 

NoBMAH  Glatton  Waltebs,  Wamngton  House,  Park  Hill 

Road,  Croydon. 
Geobob  Spenceb  Bahkabt,  96,  New  Walk,  De  Montfort 

Square,  Leicester. 
John  Haines  Biddle,  88,  Addison  Road,  Kensington. 
William  Chables  Stanham,  15,  Milner  Square,  Islington,  N. 
John    Douoi^as   Stewabt   Boole,    69,    Mansfield   Rood. 

Gospel  Oak,  N. 
John  Inole,  276,  Monument  Road,  Edgbaston,  Birmingham. 
Cecil  Stanley  Pollitt,  12,  Howe  Street,  Higher  Broughton, 

Manchester. 
Cecil  James  Babnes,  18,  Denmark  Villa!*,  Ealing,  W. 
Abthub  Fbancis  Whinnbt,  90,  Regent's  Park  Road,  N.W. 
John  Pebct  Smith,  7,  Belle  Yue  Terrace,  Gateshead-on- 

Tyne,  Durham. 
Edwabd  Gbat,  106,  High  Street,  Homerton. 
Geoboe  William  Thompson,   Brougham   House.  Aoock*s 

Green,  near  Birmingham. 
Walteb  Howobave,  37,  Wiltshire  Road,  Brixton. 
Edmxtnd  Gebald  Robins,  79,  Alexandra  Road,  St.  John's 

Wood. 
Joseph   Edwabd  Tonge,  Oshome  Place,  42,  Fitzwarren 

Street,  Pendleton. 
Thomas  Abthub  Payne,  90,  Hagley  Road,  Edgbaston,  near 

Birmingham. 
William   Henby   Thompson,    The    Willows,    Timperley, 

Che^ire. 
Ralph  Walteb  Abmstbong,  Pelan  House,  Chester-le-street, 

Newcastle-on-Tyne. 
Reginald  Rowley  IVATT,l,Bloomsbuxy  Place,  Bloomsbury 

Square,  W.C. 
William   Edwabd   Pitt   Pitts,    6,    Woodland    Terrace, 

Redhind,  Bristol. 

9  Candidates  failed  to   satisfy  the  Examination 

Committee. 

INTERMEDUTB  EXAMINATION. 

Thomas  Cbeswell  Pabkin,  clerk  to  W.  Wing,  Market  Place, 

Chambers,  Sheffield. 
Robebt  Smith,  clerk  to  Broome,!  Murray  &  Co.,  104,  King 

Street,  lianchester. 
Alfbed  Robebt  Stephenson  clerk  to  F.  Whinney,  6,  Old 

Jewry,  E.C. 
Pebcy  Matthews,  clerk  to  Turquand,  Youngs  &  Co.,  41, 

Coleman  Street,  E.C. 
Geobob  Sydney  Tubneb,  clerk  to  Broome,  Murray  &  Co., 
104  King  Street,  Manchester. 
Joseph  Littleton,  clerk  to  H.  Anstoy,  13,  John  Street, 

Bristol. 
Athelstan  Dangebfield,  clerk  to  Cooper  Brothers  &  Co., 

14,  George  Street,  Mansion  House,  E.C. 
Tinsley  Watebhodse,  clerk  to  T.  G.  Shuttleworth,  Wham- 

cliffe  Chambers,  Bank  Street,  Sheffield. 
John  Hofne  Boubne,  clerk  to  E.  Mounsey,  3,  Lord  Street 

Liverpool. 
Edoab  Welch  Babbows,  clerk  to  W.  N.  Fisher,  4,  Waterloo 

Street,  Birmingham. 
Thomas  Gilbebt  Gbiffiths,  clerk  to   Howard    Smith   & 

Slocombe,  87,  Bennetts  Hill,  Birmingham. 
Robebt  John  Sissons,  clerk  to  W.  H.    Fox,  17,  Austin 

Friars,  E.C. 
RiCHABD  Robebt  Hamilton,  clerk  to  Broome,  Murray  & 

Co.,  104,  King  Street,  Manchester. 


James  Fbederick  Bubgis,  clerk  to  G.   Clark,  12,  Little 

Tower  Street,  E.C. 
JosiAH  RiOBY,  clerk  to  A.  W.  Chalmers,  5.  Fenwick  Street, 

Liverpool. 
Abthub  William  Kenwobthy,  clerk  to  H.  J.  Goss,  Swansea. 
Sidney  Peabs,  clerk  to  Cooper  Brothers  ft  Co.,  14,  George 

Street,  Mansion  House,  E.C. 
Samuel  Bakeb  Smyth,  clerk    to  G«   Van   de   Linde,    12« 

Laurence  Poulntney  Lane,  E,C. 
John  Addison  Inole,  clerk  to  J.  Foster,  3,  Rose  Cresent, 

Cambridge. 
Thomas  Josiah  Witt,    clerk  to   H.    Spain,    76,   Coleman 

Street,  E.C. 
Clement  KEYS,*clerk  to  F.  J.  Heathoote,  13,  Temple  Street, 

Birmingham. 
John  Basset  T.  Hallam,  clerk  to  J.  W.  Barber,;  Alliance 

Chambers,  George  Street,  Sheffield. 

1  Candidate  failed  to  satisfy  the  Examination  Committee. 

FINAL  EXAMINATION. 

Fbedk.  Wm.    Smyth,  clerk  to  A.  Edwards,  83,  New  St., 

Birmingham.    Certificate  of  Merit. 
Chables  Clayton,  clerk  to  H.  F.  Knight,  2,  Devonshire 

Chambers,  Bishopsgate  Street,  E.C. 
Henby  G\*dpbey,  clerk  to  F.  B.  Smart  &  Co.,  63,  Cannon 

Street,  E.C. 
Clabe  Smith,  clerk  to  Tribe,  Clark  &  Co.,  2.Moeigate  Street, 

Buildings,  E.C. 
Chables  Richabd  Tubley  Batson,  Liverpool  A  London  & 

Globe  Chambers,  Colmore  Row.  Birmingham. 
Thomas  Lewis  Rawlins,  clerk  to  Heathcote  &  Coleman,  13, 

Temple  Street,  Birmingham. 
James  Blackbubn  Sutton,  elerk  to  Handley  A  Wilde,  C, 

Booth  Street,  Machcstor. 
John  Fbedebick  Bond,  clerk  to  Cooper  Brothers  &  Co.,  14 

George  Street,  Mansion  House,  E.C. 
John  Tonge,  clerk  to  Broome,  Murray  A  Co.,  104,  King 

Street,  Manchester. 
Hugh  Vebnon  Hebfobd,  clerk  to  Howard  Smith  &  Slocombe, 

37,  Bennetts  Hill,  Birmingham. 
Jaees  Dufp,  clerk  to  J.  D.  Taylor  &  Co.,  Town  Hall  Build- 
ings, Halifax. 
William  Plendeb,  clerk  to  J.  G.  Benson,  12,  Grey  Street, 

Newcastle-on-Tyne. 
Fbank  Hyland.  clerk  to  James  &  Edwards,  66,  Coleman 

Street,  E.C. 
Haeby  Babkeb,  clerk  to  H.  Ball,  149,  Pahnerston  Buildings, 

E.C. 
Henby  John  Jones,  clerk  to  J.  Jones,  41,  Foregate  Street, 

Worcester. 
Habby  Fbank  Woodwabl,  clerk  to  Carter  &  Carter,  33, 

Waterloo  Street,  Birmingham. 
Robebt  Walteb  Bbown,    clerk    to    Grey,    Prideaux,    & 

Booker,  48,  Lincoln's  Inn  Fields,  W.C. 
Abthub  May  Gibds,    clerk    to    Marreco    &    Darnell,    1, 

Clements  Inn,  W.C. 

16  Candidates  failed  to  satisfy  the  Examination 

Committee- 

EXAMINATION   EQUIVALENT  TO   THE    FINAL 

EXAMINATION. 

HoBACE  Woodbubn  Kibby,  4,  Coleman  Street,  E.G. 
John  Wabd,  2,  India  Buildings,  Liverpool. 
Edoab  Musgbave,  1,  Bonk  Street,  Bradford. 
James  Findlay,  Bank  Chambers,  Stephenson  Street,  Bir- 
mingham. 
Joshua  Mabsham  Hale,  26,  Nicholas  Street,  Bristol. 

1   Candidate   failed   to  satisfy    the   Ezamino^on 

Committee. 
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CHARTERED    ACCOUNTANTS'    STUDENTS' 
SOCIETY  OP  LONDON, 


THE  LAW  OP  PARTNERSHIP. 
By  W.  GoODE,   Esq.,    Barrister-at-law. 


The  members  of  this  Society  assembled  at  St.  ^fichael's 
Hall,  to  hear  a  lecture  by  Mr.  Ringwood,  on  Partnership 
Law.  Mr.  Ringwood  was  unable  to  attend,  through  pressure 
of  engagements,  and  the  chairman  (Mr.  F.  W.  Pixley, 
F.O.A.)  announced  that  the  lecture  would  be  delivered  by 
W.  Goode,  Esq.,  barrister-at-law. 
The  following  is  a  report  of  Mr.  Goodo's  lecture  : — 
The  Law  of  Partnership  is  a  very  great  subject,  and  one 
of  the  most  important  branches  of  English  Law,  and  I 
cannot  do  adequate  justice  to  it  in  the  space  of  one  hour.  I 
ean  only  profess  to  give  you  an  outline  of  the  elements  of  the 
subject,  and  in  preparing  my  remarks,  I  have  had  regard  to 
the  special  requirements  of  gentlemen  who  are  preparing 
themselves  to  become  accountants. 

In  the  great  work  on  partnership  by  Lord  Justice  Lindley, 
there  are  sixteen  definitions  of  the  word  '*  partnership  "  not 
one  of  which  is  regarded  by  that  eminent  judge  as  perfectly 
satisfactory.  The  only  definition  to  which  he  gives  his 
his  distinct  approval  is  tnis,  **  It  is  a  voluntary  unincorporated 
association  of  persons,  standing  to  one  another  in  the  relation 
of  principals,  for  carrying  out  a  joint  operation  or  under- 
taking, for  the  purpose  of  a  joint  profit."  Ho  does  not 
himself  give  a  definition,  because  he  considers  that  a 
definition  given  by  a  text-book  writer,  not  by  law,  is  of  no 
great  value. 

The  chief  characteristics  of  ordinary  partnerships  are 
three. 

1.  Community  of  interest  in  profits  and  losses. 

2.  Community  of  interest  in  the  capital  to  be  employed. 
8.  Community  of  power  in  the  management  of  the  business 

to  be  engaged  in. 

The  only  one  essential  characteristic,  however,  is  that  of 
(*  community  of  interest  in  the  profits,"  without  that,  there 
can  be  no  partnership,  properly  so  called.  That  is  the  one 
essential.  But  although  community  of  interest  in  the 
profits  is  essential,  it  does  not  of  itself  alone  constitute  a 
partnership,  it  is  not  the  test  of  partnership.  Th'o  doctrine 
used  to  be  that  every  person  who  received  his  share  of  the 

Srofits  of  a  trade,  incurred  the  obligation  of  a  partner.  That 
octrine  was  not  approved  of,  for  in  a  very  important  case, 
decided  in  the  House  of  Lords  in  1860  (Cox  v.  Hickman),  the 
Court  laid  down  that  persons  who  share  the  profits  of  a 
business  do  not  incur  the  liabilities  of  partners,  unless  that 
business  is  carried  on  personally,  or  by  others  as  their  real 
or  ostensible  agents.  That  law  has  been  much  qualified  by 
a  well  known  Act  of  Parliament  "The  Partnership  Law 
Amendment  Act,  1865,"  which  is  so  important  that  I  pro- 
pose to  give  you,  in  brief,  what  is  enacted  by  that  Act. 

A  loan  to  a  person  engaged  in  any  trade  or  undertaking, 
upon  a  written  contract  that  the  lender  shall  receive  a  rate 
of  interest,  varying  with  the  profits,  or  that  he  shall  receive 
a  share  of  the  profits,  does  not  make  the  lender  liable  as  a 
partner. 

In  the  event  of  any  sueh  trader  becoming  bankrupt,  or 
entering  into  an  arrangement  with  liis  creditors  by  which 
means  ne  pays  less  than  twenty  shillings  in  the  pound,  or  in 
the  event  of  his  d3ring  insolvent,  then  the  lender  of  the  loan 
shall  not  be  entitled  to  recover  any  portion  of  the  principal 
or  interest ;  nor  shall  the  vendor  of  the  goodwill  be  entitled 
to  recover  any  profits,  until  the  claims  of  the  other  creditors 
iMve  been  fully  satisfied. 


No  contract  for  the  remuneration  of  a  servant  or  agent  of 
a  person  engaged  in  any  trade  or  undertaking,  by  a  share  of 
the  profits,  does  not  of  itself  give  him  the  rights  of  a  partner 
or  make  him  liable  as  a  partner. 

No  widow  or  child  of  the  deceased  partner  of  a  trader, 
receiving  by  way  of  annuity  a  portion  of  the  profits  of  the 
business,  shall  by  reason  of  such  receipt  be  liable  as  a 
partner. 

No  person  receiving  a  portion  of  the  profits  of  a  business 
in  consideration  of  the  sale  by  him  of  the  goodwill  of  such 
business,  shall,  by  reason  only  of  such  receipt,  be  liable  as  a 
partner. 

The  word  "person"  engaged  in  trade,  is  declared  to 
include  a  partnership  firm,  joint-stock  company,  and  a 
corporation. 

There  are  generally  considered  to  be  three  kinds  of 
partnerships  la)  ostensible  (6)  dormant  (c)  nominal  but  there 
are  really  only  two  kinds  of  partnerships  "  ostensible  "  and 
**  dormant." 

An  ost£7isible  partner  is  one  who  takes  an  active  part  in  the 
business,  and  who  appears  to  all  persons  dealing  with  that 
business,  to  be  a  partner ;  his  name  may  not  appear  in  the 
style  of  the  firm,  but  it  is  generally  known  that  he  is  an 
actual  partner  and  is  actively  engaged  as  a  partner. 

A  dormant  partner  or  sleeping  partner  is  as  much  a  partner 
as  an  active  one;  he  has  the  rights  and  obligations  of  a 
partner,  but  takes  no  active  part  in  the  business,  and  is  not 
as  a  rule  known  to  be  a  partner  in  the  business,  but  he  is 
liable  for  the  debts  of  the  firm  on  the  ground  that  an  un- 
disclosed principal  is  liable  for  the  debts  incurred  on  his 
behalf  by  his  agent. 

Nominal  partners  are  not  partners  properly  so  called. 
Lindley  calls  them  qiuisi-partners.  They  nold  themselves 
out  to  the  world  as  partners  in  a  firm,  and  induce  persons 
to  deal  with  that  firm  on  the  footing  that  they  are  partners. 
They  are  therefore  prevented  from  denying  the  fact  that 
they  are  partners,  and  become  liable  without  being  actually 
so.  They  have  none  of  the  rights  of  a  partner,  but  incur  the 
obligations  and  liabilities  of  a  partner. 

Now,  with  regard  to  the  capacity  of  persons  to  become 
partners.  As  a  rule  no  person  under  the  age  of  twenty-ono 
can  be  a  partner.  He  cannot  bind  himself  by  any  contract 
which  the  firm  makes,  and  although  he  takes  a  share  of  the 
profits  he  is  not  liable  for  debts  incurred  whilst  under  the 
age  of  twenty-one. 

Married  women  are  fully  competent  to  be  partners, 
especially  I  think,  since  the  passing  of  the  **  Married 
Womans'  Property  Act,  1882.  Any  woman  who  has  property 
or  skill,  can  contract  as  a  partner  and  be  a  partner,  without 
her  husband's  consent,  but  the  husband  is  not  liable  for  any 
debts  or  liabilities  incurred  by  her. 

Every  partner  must  be  compos  mentis,  i.e,  no  lunatic  can 
be  bound  as  a  partner. 

Clergymen  can  become  partners ;  although  a  clergjrman 
who  becomes  a  partner  renders  himself  liable  to  suspension 
or  deprivation  of  his  living. 

There  is  a  limit  imposed  by  the  Companies*  Act,  1862," 
to  the  number  of  partners  of  a  firm.  Not  more  than  ten 
persons  can  carry  on  business  as  bankers,  and  not  more  than 
twenty  persons  can  csury  on  any  ordinary  business  under  the 
provisions  of  that  Act,  which  require  that  they  shall  be 
registered  as  a  joint  stock  company  if  they  exceed  those 
numbers. 

Partnerships  are  generally  created  by  an  agreement  of 
the  parties  The  agreement  is,  as  a  rule  under  seal,  and 
called  **  articles."  A  deed  is  not  however  necessary,  except 
when  the  partnership  is  to  extend  over  a  year. 

If  a  contract  is  made  for  an  indefinite  length  of  time,  it 
is  then  a  "partnership  at  will,"  however  long  it  may  last. 
It  can  be  put  an  end  to  at  cuiy  moment. 

When  a  contract  has  been  entered  into  for  a  term  of 
years  and  that  term  has  expired,  there  is  necessarily  a 
dissolution  of  partnership.    If  the  partners  desire  to  carry  on 
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the  partnership  without  a  further  agreement  heing  made, 
it  becomes  a  partnership  at  will,  and  all  the  terms  of  the 
agreement  are  applicable  to  the  continuing  partnership, 
except  so  far  as  they  are  applicable  to  a  partnership  for  a 
term  of  years. 

I  regret  that  time  will  not  allow  me  to  go  into  the  usual 
conditions  of  partnership  deeds. 

With  reference  to  the  rights  and  obligations  of  the  partners 
as  between  each  other  : — 

In  the  absence  of  agreement  to  the  contraiy,  the  powers 
of  the  members  of  an  ordinary  partnership  are  in  all  respects 
equal,  they  have  community  of  power  of  management, 
although  their  shares  in  the  profits,  or  in  the  capital,  or  both, 
may  be  unequal ;  there  is  no  right  on  the  part  of  one  to 
exclude  another  from  an  equal  share  in  the  management. 

One  partner  may  agree  to  undertake  more  special  duties 
than  another,  and  he  then  receives  a  fixed  salary  for  the  per- 
formance of  such  duties.  In  the  absence  of  agreement  to 
that  e0cct,  no  partner, is  entitled  to  special  salary  for  special 
scn'ices  performed. 

The  utmost  good  faith  is  necessary  between  partners.  If 
one  partner  knows  more  about  the  business  than  another, 
and,  concealing  what  he  knows,  enters  into  an  agreement 
with  that  other  relative  to  some  matter  as  to  which  his 
superior  knowledge  is  material,  such  agreement  will  not  be 
allowed  to  stand. 

This  obligation  to  perfect  fairness  and  good  faith  extends 
to  persons  negotiating  for  a  partnership,  although  no  part- 
nership exists  between  them,  and  it  continues  between 
persons  who  have  dissolved  partnership  until  the  business  is 
finally  wound  up. 

Good  faith  requires  that  no  partner  shall  ever  obtain  a 
private  advantage  at  the  expense  of  the  firm.  He  must  do 
his  best  for  the  firm,  and  share  with  his  co-partners  all 
profit  that  he  makes.  If  he  attempts  to  make  a  profit 
behind  the  backs  of  his  partners,  they  are  entitled,  in  mak- 
ing up  the  accounts,  to  have  the  profit  brought  in. 

On  the  same  principle  no  partner  can  engage  in  any 
business  in  rivalry  with  the  firm.  If  so,  all  the  profit  he 
makes  must  be  brought  in  the  accounts  of  the  firm  in 
which  he  is  a  partner. 

In  the  absence  of  a  special  agreement,  all  the  partners  are 
interested  in  the  partnership  property,  and  are  also  equally 
interested  in  the  capital  and  profits,  unless  the  contrary 
appears  from  the  agreement.  The  capital  from  the  partner- 
ship is  not  the  same  thing  as  property.  Capital  means  the 
aggregate  of  the  sums  contributed  by  each  jMvrtner  to  the 
business.  Property  means  the  floating  capital,  the  amount 
var>'ing  from  day  to  daj'.  A  partner  is  not  entitled  to 
receive  interest  on  his  capital.  If  he  makes  an  advance  to 
the  firm,  it  is  generally  agreed  that  he  shall  receive  interest 
on  that  advance,  but  interest  on  the  capital  he  is  not  entitled 
to,  unless  it  is  expressly  agreed  upon. 

One  of  the  most  important  rights  of  a  partner  is  his  right 
to  have  an  account  of  the  partnership  dealings  and  transac- 
tions, and  that  right  is  not  limited  to  original  partners.  If 
a  partner  dies,  his  personal  representative  (his  executor  or 
administrator)  has  a  right  to  an  account  from  the  surviving 
partner.  If  a  partner  becomes  bankrupt,  his  representative 
the  trustee  in  bankruptcy  has  the  same  right.  If  all  the 
partners  die,  their  respective  personal  representatives  have 
the  same  right  of  account  as  against  each  other.  A  sub- 
partner  has  no  right  to  an  account  from  the  principal  firm, 
except  the  principal  of  whom  he  is  a  sub-pstrtner. 

Sub-partners:  If  a  partner  agrees  with  a  third  person, 
that  he  shall  participate  in  his  share  of  the  profits,  that 
third  person  is  a  sub-partner.  Any  partner  is  at  liberty  to 
make  an  agreement  with  a  third  person ;  but  if  he  docs  so 
the  other  partners  have  no  coimection  with  the  sub-partner, 
and  are  not  liable  to  render  an  account  to  him. 

The  account  which  is  claimed,  may  be  either  general  (Lc. 
with  a  view  of  winding  up  the  business)  or  limited  {i.e.  con- 
fined to  an  account  of  some  particular  transaction  or 
transactions.) 


It  was  deemed  to  be  an  old  rule  that  a  decree  for  an 
account  would  be  made  by  the  Court,  except  with  a  view  to 
dissolution  of  partnership.  That  rule  is  now  no  longer  com- 
pletely acted  upon.  There  are  two  classes  of  cases  in  which 
the  Court  will  allow  a  limited  account. 

(1)  Where  a  partner  has  sought  to  withhold  from  his 
co-partners  the  profit  arising  from  some  one  or  more  trans- 
actions. 

(2.)  Where  a  partnership  is  for  a  term  of  years  yet 
unexpired,  and  one  partner  nas  sought  to  exclude  his  partner 
or  drive  him  to  a  dissolution. 

The  usual  defences  to  an  action  of  account  are,  according 
to  Lindley,  six  in  number. 

1.  A  denial  of  the  partnership. 

2.  Statute  of  Limitations.  (The  defence  that  the  action 
is  brought  too  late.)  The  Statute  of  Limitations  |James  I. 
21,  cap  16,)  enacted  that  all  actions  of  account  shall  be  com- 
menced within  six  years'  after  the  cause  of  action  arose  (with 
certain  exceptions  which  were  done  away  with  by  the 
Mercantile  Law  Amendment  Act,  of  1856).  It  therefore 
follows,  that  if  none  of  the  transactions  occurod  mthin  six 
years'  before  the  commencement  of  the  action,  the  action  for 
the  accoimt  must  fall  to  the  ground,  and  any  decree  for  an 
account  must  be  confined  to  transactions  which  have  taken 
place  within  the  previous  six  years  before  the  commence- 
ment of  the  action.  The  chief  exception  is  where  there  has 
been  fraud  on  the  part  of  the  defendant.  If  he  has  been 
guilty  of  fraud,  then  no  lapse  of  time  will  bar  the  plaintiff's 
right  of  action.  If  he  has  made  payment,  such  payment 
makes  the  six  years  run  afresh.  And  further,  if  he  has  given 
any  acknowledgement  of  the  plaintiff's  right  to  an  account, 
that  act  makes  the  six  years  run  afresh.  It  is  also  laid  down 
that  the  Statute  of  Limitations  has  no  application  so  long  as 
the  partnership  is  subsisting,  and  ecM^h  partner  is  exercising 
his  rights  and  enjoying  his  property.  The  Statute  of 
Limitations  has  no  application  until  the  dissolution  of  the 
partnership,  or  until  one  partner  is  excluded  from  his  par- 
ticipation m  the  management  and  profits. 

3.  An  accoimt  stated,  i.e.,  a  statement  of  the  aocount, 
which  must  be  in  writing,  and  should  be  signed,  but  it  need 
not  be  signed  if  it  can  be  shown  that  the  partners  have 
acquiesced  in  it.  An  account  may  be  impeached  whpUy  or 
partly  on  the  ground  of  fraud  or  mistake.  If  there  be  any 
fraud  or  mistake  affecting  the  whole  account  then  the  whole 
will  be  re-opened,  but  if  certain  items  only  are  disputed,  the 
court  will  not  re-open  the  whole  ihccount  but  go  mto  those 
particular  items. 

4.  Defence  of  an  award,  i.e.,  where  the  matters  in 
difference  have  been  disposed  of  by  arbitration.  This  is  no 
defence  to  an  action  for  an  account  of  moneys  received,  after 
the  making  of  the  award  and  not  dealt  with  by  the  award, 
owing  to  a  mistake  on  the  part  of  an  arbitrator,  e,g.^  certain 
partners  referred  their  differences  to  an  arbitrator,  and  he 
awarded  that  one  of  the  partners  should  get  in  the  out- 
standing debts  which  the  arbitrator  estimated  at  a  certain 
amount,  but  which  realized  a  larger  amount.  The  court  held 
that  the  other  partner  was  entitled  to  an  account  of  the 
moneys  actually  received.  He  was  entitled  to  share  in  the 
difference  between  the  amount  estimated  by  the  arbi- 
trator and  the  amount  actually  received  in  respect  of  those 
debts. 

5.  Payment  and  accord  and  satisfaction.  Payment  is  not 
a  defence,  as  the  object  of  the  action  is  to  ascertain  how 
much  is  or  was  payable.  But  payment  and  acceptance  of 
that  payment  in  satisfaction  of  all  demands  is  eqmvalent  to 
payment  and  accord  and  satisfaction. 

6.  Release.  In  order  that  the  release  should  be  perfectly 
effectual  it  should  be  under  seal.  If  it  is  not  under  seal,  it 
is  regarded  only  as  an  account  stated,  and  whether  under 
seal  or  not,  it  may  be  set  aside  on  the  ground  of  fraud. 

The  time  from  which  the  accoimt  begins,  is,  as  a  role, 
from  the  commencement  of  the  partnership.  It  is  not  so 
when  some  account  has  since  been  settled  by  the  partners, 
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in  which  case,  that  settled  account  is  the  point  of  departure. 
The  time  when  an  account  ceases,  is  the  dissolution  of 
partnership. 

If  the  partners  have  had  dealings  together  before  the 
commencement  of  the  partncrsliip,  these  dealings  must 
be  brought  into  account.  Transactions  after  the  dissolu- 
tion and  before  the  winding-up  must  also  be  brought  into 
account. 

The  decree  for  an  account  usually  directs  that  all  parties 
shall  produce  all  books  and  papers  relating  to  the  creditors, 
on  oath.  If  a  partner  has  kept  private  books,  they  must 
also  bo  produced.  If  a  partner  refuses  to  produce  books  and 
accounts  in  his  possession,  the  accomit  may  still  be  arrived 
at  by  presuming  everj'thing  against  him.  Partnership  books 
and  accounts  being  kept  under  surveillance  are  prima  facie 
evidence  against  the  partners,  but  entries  made  by  one 
partner  without  the  knowledge  of  the  other  are  no  evidence 
against  the  latter,  and  although  such  entries  are  evidence 
against  liim  of  what  he  has  received,  tlioy  are  not  evidence 
as  to  what  he  has  paid  away  on  behalf  of  the  firm.  The 
Court  has  power  by  statute  to  direct  that  the  accounts  shall 
bo  taken  by  special  mode.  It  is  not  usual  to  do  so  except  in 
cases  of  necessity.  The  Court  has  every  power  to  appoint 
professional  accountants  to  assist  in  taking  accounts,  and 
may  act  ujwn  their  report. 

Two  of  the  chief  remedies  which  one  partner  has  against  a 
co-partner  are  injunctions  and  receivers.  In  order  to  pre- 
vent a  person  acting  contrary  to  his  agreement,  the  Court 
may  grant  an  injunction  against  him,  or  in  certain  cases  the 
Court  can  take  the  whole  of  the  partnership  affairs  out  of  the 
hands  of  the  partners  and  put  them  in  the  hands  of  a 
receiver.  An  injunction  may  be  granted  against  a  partner, 
pJthough  no  dissolution  is  sought,  c.g.^  where  a  partner  is 
excluded  by  his  co-partner  from  his  share  m  the  manage- 
ment. But  where  the  partnership  is  at  will,  the  Court  will 
not  grant  an  injimction,  because  if  it  did  so,  the  other  partner 
might  dissolve  the  partnership  and  thus  render  the 
injunction  ineffectual. 

The  object  of  appointing  a  receiver  is  to  place  the  partner- 
ship assets  under  the  protection  of  the  Court,  and  to  prevent 
everybody  from  in  any  way  intermeddling  with  them.  The 
receiver  has  no  power  to  carry  on  the  business  unless  he  is 
appointed  manager.  The  object  of  appointing  a  manager  is 
to  carry  on  the  business  under  the  direction  of  the  Court,  but 
the  Court  will  not,  as  a  rule,  carry  on  the  management  of  a 
partnership  business  except  only  with  a  view  to  its  dissolu- 
tion and  final  winding-up. 

A  receiver  will  not  be  appointed  at  the  instance  of  a 
surviving  partner  on  the  death  of  one  partner;  the  other 
partner  has  a  right  to  carry  on  the  business.  Where  all  the 
partners  are  dead,  it  is  the  practice  for  the  Court  to  appoint 
a  receiver  on  behalf  of  all  parties.  The  Court  generally 
appoints  one  of  the  partners  to  be  a  receiver  or  manager  if  ho 
has  not  been  guilty  of  misconduct.  It  is  usual  for  him  to 
give  security  to  manage  the  partnership  affairs,  and  to 
account  for  money  received  by  him.  All  the  effects  of  the 
partnership,  and  all  securities  in  their  hands,  together  with 
all  partnership  books  and  papcra,  must  bo  delivered  up  to 
the  receiver.  He  is  directed  to  get  in  the  debts  of  the  firm, 
and  may  bring  actions  to  recover  debts  with  the  approbation 
of  the  judge.  Further,  ho  is  directed  to  pay  all  partnership 
debts,  pass  accounts,  and  pay  the  balance  in  his  hands  into 
Court.  Any  interference  with  the .  receiver  is  contempt 
of  Court,  and  may  be  punished  accordingly  (by  imprison- 
ment). 

Liability  of  partners  to  third  persons. — ^The  rule  is,  that 
each  partner  is  the  agent  of  the  firm,  for  the  purpose  of 
carrying  on  the  business  of  the  firm  in  the  ordinary  manner. 
Ho  has  power  to  do  all  things  necessary  to  carry  on  the 
business  of  the  firm  in  the  ordinary  manner,  and  so  far  as  ho 
does  so,  ho  makes  the  firm  liable  for  his  acts.  If  he  buys 
goods  on  credit,  the  firm  is  liable  for  payment,  notwithstand- 
ing any  private  arrangement  between  the  partners  them- 


selves, such  private  arrangement  being  unknown  to  third 
party  dealing  with  the  partner.  If  the  borrowing  of  money 
is  necessary  for  carrying  on  the  business  of  the  firm,  then  one 
partner  borrowing  the  money  will  bind  the  firm.  If  a  partner 
in  the  course  of  business  defrauds  some  third  person,  that 
third  person  con  sue  the  whole  firm  for  the  damage.  A 
partner  in  an  ordinary  mercantile  business,  has  power  to 
bind  the  firm  by  accepting  or  endorsing  Bills  of  Exchange 
in  the  name  of  the  firm.  Payment  of  a  debt  to  one 
partner  is  equivalent  to  being  paid  to  all,  as  each  partner 
has  authority  to  receive  money  due  to  the  firm,  but  a  receipt, 
if  not  under  seal,  is  not  conclusive  evidence  of  payment.^  It 
is  merely  pHmd  facie  evidence,  but  when  under  seal,  it  is 
always  conclusive.  The  only  thing  that  will  impeach  a  deed 
is  fraud,  and  illegality.  A  partner  is  unable  to  bind  his  co- 
partners by  a  deed,  unless  authorised  under  seal  to  do  so. 
He  has  no  power  to  assign  partnership  goods  unless 
authorised  to  do  so.  The  power  of  attorney  given  him  must 
be  under  seal ;  it  does  not  apply  however  to  a  deed  of  release. 
A  partner  is  able  to  bind  his  partners  by  a  release,  although 
not  authorized  under  seal  so  to  do.  The  liability  of  a  part- 
ner continues  until  dissolution  of  the  firm,  and  from  the 
time  of  dissolution  he  is  not  liable  for  any  future  acts  of  the 
partners  who  continue  to  carry  on  the  business ;  but  he  of 
course  remains  liable  under  the  deeds  contracted  whilst  he 
was  a  partner,  and  his  liability  continues  until  they  are  dis- 
charged or  barred  by  lapse  of  time  (6  years) .  Persons  who  have 
had  previous  dealings  with  the  firm  must  be  informed  of  the 
dissolution.  It  must  be  proved  that  they  have  received 
notice  of  the  dissolution,  otherwise  they  can  hold  liable  thoM 
who  were  formerly  partners.  With  regard  to  the  world  at 
largo,  a  notice  in  the  London  Gazette  is  sufficient. 

There  is  a  striking  difference  between  a  partner  in  an 
ordinary  firm,  and  a  shareholder  in  a  joint  stock  company. 
A  partner  is  entitled  to  a  community  in  the  management  of 
a  firm,  a  shareholder  is  not.  A  shareholder  has  no  power  of 
himself  to  control  or  management ;  he  can  only  act  with  his 
co-shareholders,  and  as  they  delegate  their  ]x>wers  to  the 
directors,  a  shareholder  has  practically  no  individual  control. 

A  partner  is  not  liable  for  the  prior-existing  debts  of  the 
firm  which  he  joins.  It  is  not  so  with  a  shareholder.  When 
a  person  buys  shares  he  becomes  liable  for  the  prior-existing 
debts  of  the  company,  although  ho  was  no  party  to  the 
agreement  under  which  they  were  created. 

The  liability  of  a  shareholder  for  debts  incurred  whilst  he 
was  a  shareholder  continues  for  one  year ;  the  liability  of  a 
partner  continues  for  G  years. 

I  hope  these  remcurks,  which  are  necessarily  brief,  will  be 
usef  lU  to  you  in  your  study  and  examinations,  and  I  must 
thank  you,  gentlemen,  for  your  kind  and  courteous  attention. 

At  the  suggestion  of  the  lecturer,  several  members  asked 
questions  on  points  arising  from  his  observations,  all  of  which 
were  replied  to. 

A  vote  of  thanks  was  accorded  to  the  lecturer  and  the 
chairman. 


NEW  WORK  ON  MERCANTILE  LAW. 

The  Principles  of  Mercantile  Law,  by  Joshua  Slater, 
Barrister  at  Law.  This  book,  which  is  now  in  the  hands  of 
subscribers,  comprises  in  a  handy  form,  at  a  reasonable  price 


1882,  it  also  deals  with  the  Bankruptcy  Acts  of  1869  and  1883 
and  gives  the  clauses  of  the  various  Acts  bearing  on  the 
subject.  The  author  has  specially  kept  the  requirements  of 
Chartered  Accountants  before  him,  and  those  who  have 
studied  his  Epitome  of  Arbitrations  and  Awards  will  know  that 
he  thoroughly  deals  with  any  subject  he  writes  about.  It 
will  be  specially  useful  to  those  who  do  not  care  to  pay  the 
high  price  for  other  works  on  the  same  subject  containing  aa 
it  docs  aJl  the  information  required  on  the  subjects  dealt 
with. 
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INCOME  TAX  PRACTICE. 

BY  ▲.  MURBAY,  F.C.A. 


The  thirteenth  ozdinary  meetmg  of  the  Manchester 
Acoonntants'  Students'  Society  was  held  on  Monday  evening 
the  17th  December,  1883,  in  the  Old  Town  Hall,  at  half- 
past  sis  o'clock. 

There  were  present :  Mr.  A.  Murray,  F.C.A.,  the  president ; 
Mr.  David  Smith,  F.C.A. ,  the  vice-president  (in  the  chair) ; 
Messrs.  William  Aldred,  F.C.A.,  William  Ashworth,  F.C.A., 
Samuel  Mosley,  F.C.A.,  and  C.  R.  Trevor,  F.C.A.,  together 
with  a  large  attendance  of  members. 

The  Secretary,  Mr.  A.  E.  Piqoott,  read  the  minutes  of  the 
previous  meeting,  which  were  declared  correctly  recorded. 

Mr.  David  Smith,  F.C.A.,  then  called  upon  Mr.  Adam 
Murray,  F.C.A.,  to  deliver  his  lecture  on  "Income  Tax 
Practice." 

Mr.  Murray  on  rising  said : — If  it  should  be  considered 
that  the  subject  of  this  paper  is  not  of  sufficient  general 
interest  to  Students,  inasmuch  as  many  of  them  have  not 
the  privilege  of  being  Income  Tax  Payers,  the  best  reply  is 
to  express  a  hope  that  their  intelligence  and  industry  may 
be  such  as  will  very  soon  raise  them  to  that  position,  and 
that  they  may  therefore  be  contributors  to  the  State  for 
many  years  ;  or  if  it  should  be  thought  that  a  Imowledge  of 
Income  Tax  Practice  will  not  increase  the  usefulness  of 
Accountants,  as  being  a  subject  supposed  not  to  come  within 
their  practice,  the  objection  may  be  met  by  the  assertion 
that  uiere  are  those  in  the  profession  who  have  found  it 
valuable  to  know  something  of  the  Income  Tax  Acts,  and  an 
advantage  to  their  clients  to  be  able  to  assist  them,  not  only 
in  making  their  returns,  but  in  obtaining  either  a  reduction 
of  assessment,  or  a  return  of  duty  overpaid. 

In  the  course  of  this  paper,  it  will  be  attempted  to  show 
that  as  Auditors,  Trustees  in  Liquidations,  and  otherwise, 
we  may  frequently  have  to  prepare  or  adjust  accounts  for 
those  purposes. 

It  will  have  been  observed  from  recent  reports  in  The 
Accountant,  as  well  as  a  leading  article  theiin,  that  the 
National  Traders*League  have  addressed  a  memorial  to  the 
Inland  Revenue  Board,  setting  out  certain  imaginary  griev- 
ances in  connection  with  the  assessment  and  collection  of 
Income  Tax,  alleging 

Firstly : — ^That  the  Surveyors  have,  without  good  ground, 
increased  the  Assessments  on  Traders  under  Schedule  D, 
thus  causing  much  trouble  to  those  surcharged. 

Secondly : — ^That  rather  than  expose  their  books  to  the 
Commissioners,  who  may  be  friends  either  of  themselves,  or 
of  the  wholesale  merchants,  with  whom  they  have  trade 
cozmections,  they  elect  to  pay  the  charge,  however  unjust. 

Thirdly : — A  further  complaint  is  that  the  District  Com- 
missioners ignore  accounts  produced  to  them,  and  the  sugges- 
tion is  made  that  the  Board  should  make  an  order  to  the 
effect  that  accounts  certified  by  any  Chartered  Accountant 
shall  be  conclusive  evidence  on  which  to  base  the  amount  of 
profit  for  assessment. 

The  reply  given  by  the  Inland  Revenue  Coiomissioners,  is 
that  the  charge  made  against  surveyors  as  to  the  increase  of 
Assessments,  and  that  against  the  District  Commissioners,  of 
ignoring  accoimts,  are  too  general  to  be  easily  dealt  with, 
but  that  if  particulars  are  furnished  of  any  instances  of 
supposed  hardship,  the  Board  will  institute  strict  enquiry, 
and  that  as  to  accounts  being  ignored  by  the  District 
Commissioners,  the  Board  understand  from  the  principal 
officials  that  the  District  Commissioners  do  accept  and  do 
not  ignore  accounts  certified  by  Chartered  Accountants  when 
such  accounts  are  produced  on  appeal. 


Now,  it  may  well  be  imagined  the  trouble  that  is  caused 
to  surveyors  and  commissioners  when  traders  go  to  them 
with  imperfect  accounts ;  and  the  experience  of  Acoountante 
is  that  there  is  not  any  want  of  attention  on  the  part  of  the 
commissioners  and  surveyors,  but  that,  on  the  contnuy,  full 
information  and  instructions  are  given  either  to  the  Tax- 
payer, or  to  any  Accountant  who  may  attend  on  his  behalf, 
either  at  the  hearing  of  appeals  or  o&erwise. 

The  surveyors  can  only  desire  that  a  fair  and  proper 
assessment  may  be  made,  and  heing paid,  not  by  a  poundage, 
but  by  a  fixed  salary,  they  have  not  any  personal  mterest  in 
the  Tax  Payer  being  overcharged. 

It  is  due  to  the  present  surveyors  in  Manchester  and  to 
their  predecessors,  for  at  least  twenty  years,  to  say  that  they 
have  been  very  reasonable  in  the  discharge  of  their  duty, 
and  Accountants  are  under  an  obligation  for  the  courtesy 
with  which  they  have  been  received  by  them,  as  well  as  by 
the  commissioners. 

Statements  have  been  accepted  by  them  when  they  were 
satisfied  that,  while  Accountants  were  protecting  their 
clients,  they  were  at  the  same  time  taking  care  that  the 
Revenue  received  all  that  was  fairly  payable. 

As  to  the  objection  to  produce  accounts  to  the  District 
Commissioners  who  may  be  competitors  in  business,  the 
reply  of  the  Board  is  that  any  person  chargeable  on  profits, 
under  Schedule  D,  may,  as  intimated  in  the  form  of  return, 
elect  to  be  assessed  by  the  commissioners  for  special 
purposes,  such  commissioners  being  resident  in  London,  and 
not  traders. 

What  has  been  said  as  to  the  surveyors,  applies  eemally  to 
the  Special  Commissioners'  Department,  and  indeed  to  any 
other  department  with  which  Accountajits  may  have  rela- 
tions, for  instance : — The  Probate,  Legacy,  and  Succession 
Duty  Departments.  In  correspondence  or  interviews  with 
the  Special  Commissioners  or  officials,  the  same  unvarying 
courteous  attention  is  received. 

If  the  inequalities  in  the  incidence  of  the  Tax  conld  be 
adjusted,  it  would  become  less  unpopular,  but  on  the  whole 
it  is  a  Tax  that  is  paid  without  much  complaint. 

The  injustice  of  taxing  industrial  incomes  on  the  same 
principle  as  if  derived  from  property  or  investment,  was  fully 
considered  by,  and  explained  in  the  elaborate  reports  of,  the 
committees  appointed  on  the  motion  of  the  late  Mr.  Joseph 
Hume,  in  1851,  and  in  1861,  at  the  instance  of  Mr.THubbarid. 
The  question  has  also  been  the  subject  of  pamphlets  by  Mr. 
David  Chadwick  and  others. 

It  is  not  the  purpose,  however,  of  this  paper  to  enquire  in 
what  way  the  rights  of  the  various  classes  of  property  and 
Income  Tax  Payers  can  be  equalised,  but  rather  to  refer 
generally  to  the  Income  Tax  Acts,  and  to  give  a  few  illuB- 
trations  of  points  which  arise  in  practice,  and  which 
students  may  find  it  useful  to  direct  their  attention  to. 

At  various  times,  from  1870  to  1673,  there  appear  to  have 
been  takes  imposed,  which  partook  of  the  nature  of  an 
Income  Tax.  In  1798  an  Act  was  introduced  at  the  instance 
of  Mr.  Pitt,  for  granting  a  contribution  for  the  prosecution 
.of  the  war,  not  imposing  a  duty  upon  property,  but  addi- 
tional duties  of  assessed  taxes,  regulated  by  the  amount  of 
income,  which  the  person  charged  with  the  assessed  taxes, 
possessed.  The  amount  realised  for  the  year  was  £1,855,000. 
In  1799  the  Act  of  1798  was  repealed,  and  in  lieu  thereof  a 
duty  imposed  at  the  rate  of  10  per  cent,  on  income,  which 
produced  £6,046,000,  being  about  £250,000  for  each  penny  of 
tax.  The  tax  was  discontinued  for  1802,  and  reimposed 
in  1803. 

Up  to  1803  the  duty  had  been  charged  on  individuals,  on 
a  general  account  of  income  from  all  sources.  In  that  year 
the  present  system  of  charging  each  source  by  itself  was 
first  introduced,  under  the  several  Schedules  A,  B,  C,  D, 
and  E,  the  rate  of  10  per  cent,  being  reduced  to  five. 

There  is  an  obvious  advantage  in  the  system  introduced 
in  1803,  and  continued  under  tiie  present  Income  Tax  Aets 
in  charging  all  income  at  U$  source,  instead  of  making  a  chaife 
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on  each  individual  for  tho  whole  of  his  income.  The  tax  is 
much  easier  of  collection  in  this  way,  for  instance  : — From 
railway  and  other  companies,  instead  of  charging  each 
shareholder  separately ;  and  the  whole  income  of  each 
person  is  not  revealed,  except  in  the  cases  of  claims  for 
abatement  or  exemption. 

In  1806  the  rate  was  increased  again  to  10  per  cent.,  the 
tax  being  repealed  in  1816,  the  amount  produced  in  the  last 
year  being  £14,500,000. 

The  present  Income  Tax  Act,  6th  and  6th  Victoria,  chap. 
85,  has  been  continued  under  various  Acts  of  Parliament 
since  1842,  when  the  tax  was  re-imposed  by  Sir  Robert  Peel, 
as  a  temporary  tax  for  three  years. 

The  rate  of  duty  under  the  various  Schedules,  A,  C,  D, 
and  E,  for  the  year  1842  was  7d.  in  the  £,  or  £2  ISs.  4d. 
per  cent.,  at  which  it  continued  until  1853.  In  1854  it  was 
1/2,  and  in  1855  and  1856, 1/4  in  the  £.  Since  then  the  rate 
has  fluctuated  between  2d.  and  lOd.  in  the  £,  the  rate  for 
the  present  year,  1883-4,  being  6d. 

Under  the  1842  Act,  tho  rate  under  Schedule  B,  in  respect 
of  occupation  of  land  in  England  w*as  SJd.  in  tho  £,  and  in 
Scotland  2}d. 

Schedule  A  is  levied  on  tho  annual  value  of  Land,  House, 
and  other  property,  the  original  assessments  in  1842  being 
prepared  from  the  Poor  Rate  Assessments,  power  being  given 
m  the  Act  to  require  the  production  of  the  rate-books  and  to 
examine  the  overseers.  The  assessments  are  made  on  the 
rack  rent,  except  where  tenants'  rates  and  taxes  are  agreed 
to  be  paid  by  the  landlord,  in  which  case  the  assessment 
will  be  reduced  correspondingly.  Certain  deductions  and 
allowances  are  provided  for  in  respect  of  colleges  and  stalls 
in  imiversities,  hospitals,  schools,  &c. 

The  tax  is  due  from  the  owner,  being  a  charge  on  the 
property,  and  payable  either  direct  by  the  owner  or  by  the 
tenant.  If  by  the  latter,  then  it  is  received  from  the  owner 
by  way  of  deduction  by  the  tenant  out  of  his  rent,  but  the 
tenant  is  not  entitled  to  deduct  until  he  has  paid  the  tax, 
and  when  the  tax  is  allowed  to  him,  he  should  deliver  the 
collector's  receipt  to  the  owner.  This  is  in  conformity  with 
Sec.  60  of  the  1842  Act,  Rule  4,  Sub.  Sec.  9.  Provision  is 
also  made  for  an  allowance  for  the  time  during  which  pro- 
perty may  be  unoccupied.  This  Schedule  originally  included 
profits  from  quarries,  iron,  and  other  works,  canals,  railways, 
and  similar  undertakings,  but  these  were  in  the  year  1&66 
transferred  to  Schedule  D.  If  the  whole  income  of  the 
owner  of  the  property  is  within  the  amount  to  entitle  him  to 
exemption,  the  assessment  under  Schedule  A  will  either 
be  discharged,  or  he  will  be  allowed  to  claim  repajTnent  of 
he  tax. 

If  an  owner  has  borrowed  money  on  mortgage  of  his 
property,  he  will  deduct  the  tax  on  paying  to  the  mortgagee, 
and  if  the  owner  is  entitled  to  exemption,  the  assessment 
will  be  discharged,  or  duty  will  be  returned,  except  as  to 
interest  on  mortgage  debt,  the  tax  being  collected  in  respect 
of  the  property,  and  not  as  a  charge  on  the  mortgagee,  who 
pays  by  way  of  deduction.  For  example :  If  A  owns  shop 
property,  the  annual  rack  rent  of  which  is  £200,  and  he 
has  borrowed  on  the  property  £2,000  at  4^  per  cent.,  the 
interest  on  which  is  £90,  his  net  income  from  the  property 
being  £110,  the  owner,  on  paying  the  interest,  will  deduct  tax 
at  the  present  rate  of  5d.  in  the  £,  he  having  paid  on 
£200.  If  he  has  not  any  other  income,  he  will  claim  to 
have  tho  assessment  discharged,  except  as  to  the  £90. 

In  a  recent  number  of  The  Accountant^  a  correspondent 
X.A.,  stated  that  a  mortgagee  had  refused  to  allow  the 
tax  from  interest,  on  the  ground  that  he  paid  his  own 
tax.  X.A.  properly  concluded  that,  if  so,  the  tax  was 
paid  twice  over.  The  case  stated  is  an  improbable  one, 
as  there  is  not  any  place  in  the  Schedule  D  return  in 
which  to  enter  interest  on  mortgage. 

With  Chief  Rents  the  deduction  is  made  in  the  same  way 
B  in  the  case  of  interest  on  mortgskge. 

Whenever  a  change  takes  place  in  the  rate  of  income  tax, 


we  see  in  the  newspapers  that  a  tax  collector  or  other 
correspondent  usually  furnishes  tho  public  with  advice  as 
to  the  rate  to  be  deducted  from  quarterly  or  half-yearly 
Chief  Rents,  &c.  Such  statements  are  frequently  misleading 
and  create  difficulties. 

The  simple  course  is  to  deduct  the  old  rate  up  to  the  5th 
April,  and  the  altered  rate  frotn  the  6th  April,  by  apportion- 
ment, and  to  follow  the  rate  for  the  time  being. 

Any  instructions  from  the  Inland  Revenue  Office  are  only 
intended  to  refer  to  railway  and  other  compajiies,  in  cases 
where  an  adjustment  has  not  been  made  in  the  half-3'ear 
current  at  the  time  of  the  passing  of  the  new  Act. 

Schedule  B  is  the  Occupation  Tax,  in  respect  of  farms, 
nurseries,  market  gardens,  land,  &c.,  the  duty  for  1883-4  on 
land  in  England  being  2^d.  in  the  £,  and  in  Scotland  and 
Ireland  Ijd,  the  charge  at  these  rates  being  on  the  principle 
of  estimating  the  profits  in  England  at  one  half  of  the  rent, 
and  in  Scotland  at  one  third  thereof.  Tenant  farmers  and 
others  may  appeal  against  the  assessments  under  Schedule 
B,  if  their  actual  profits  are  less  than  the  estimate  on  which 
the  assessment  is  made. 

Schedule  C  is  for  the  assessment  of  dividends  on  the 
public  funds,  there  being  an  exemption  in  the  case  of 
Friendly  Societies,  Savings  Banks,  and  Charitable  Institu- 
tions, the  claims  for  the  return  of  duty  having  to  be  sent  to 
the  Special  Commissioners. 

The  assessments  under  Schedule  D  are  those  with  which 
we  are  more  familiar,  and  which  require  more  attention 
and  consideration  than  the  others,  this  Schedule  including 
the  a^ssessment  of  profits  from  all  trades,  professions,  em- 
ployments or  vocations,  and  the  profits  from  companies  such 
as  railways,  water,  canal,  iron,  coal,  &c.,  which  were 
previously  included  in  Schedule  A,  having  since  the  year 
1866  been  transferred  to  Schedule  D,  the  assessment  on 
railway  companies  being  made  by  the  Special  Conamissioners. 
The  form  No.  11a  contains  full  information  with  an  abstract 
of  the  rules  and  regulations  for  guidance  in  filling  up  the 
various  particulars  required.  In  the  case  of  coal  and  other 
mines  the  return  is  to  be  made  for  the  profits  on  the  average 
of  the  five  years  preceding;  for  trade  manufacture,  pro- 
fessions or  employment  on  an  average  of  three  years 
preceding,  and  in  the  case  of  work  such  as  ii'on,  gas,  salt- 
water, canals  and  other  concerns  of  a  like  nature,  on  the 
profits  of  the  preceding  year. 

When  owners  occupy  their  own  works  or  buildings,  there 
is  not  any  deduction  allowed  for  depreciation  of  buildings. 
Up  to  the  year  1877,  there  was  not  any  allowance  made  for 
the  depreciation  of  machinery  and  plant,  on  the  ground  that 
this  was  covered  by  the  allowance  made  for  repairs  and 
alterations  of  machinery,  that  provision  being  construed 
liberally  by  the  Income  Tax  Commissioners,  so  as  to  embrace 
the  full  amount  actually  expended,  not  only  for  repairs, 
but  also  for  renewals  or  replacements.  Depreciation  of 
machinery  and  plant  is  now  allowed,  the  rate  of  per  centage 
being  a  matter  for  arrangement  with  the  commissioners  or 
surveyors. 

As  pre\iously  mentioned,  returns  under  Schedule  D  may 
be  made  for  assessment  by  the  Special  Commissioners 
where  there  is  any  objection  to  make  the  return  to  the 
District  Conmiissioners,  and  in  the  event  of  appeal,  it  is 
equally  convenient  to  attend  before  the  Special  Commis- 
sioners, inasmuch  as  they  go  on  circuit  annually  for  the 
purpose  of  hearing  appeals.  In  this  way  the  returns  of 
individuals  or  firms  are  concealed  from  their  neighbours. 

It  will  be  apparent  that  the  Ledger  Profit  and  Loss 
Account  as  ordinarily  made  up  will  not  show  the  amount  of 
profit  to  be  used  for  the  purpose  of  making  a  return — ^the 
net  profit  according  to  the  books  having  been  arrived  at 
after  charging  items  which  are  not  allowed,  for  instance : — 

Rents  payable. 

Interest  on  Mortgage. 

Interest  on  Capital.  [of  Mines. 

Depreciation  of  Buildings  or  Instalment  written  ofi  Cost 
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Partners'  Salaries. 
Income  Tax. 
One  or  two  examples  may  bo  useful — Assume  that  in  the 
case  of  a  colliery  the  net  profit  according  to  the  accounts 
is  £10,000    0    0 

This  amount  is  to  be  increased  by 
deductions  made  before  ascertain- 
ing such  profit,  viz  : — 

For  Partners' Salaries £1,000    0    0 

Boyalty  payable  5,000    0    0 

Income  Tax   500    0    0 

Instalment  written  off  cost 

of  colliery   8,750    0    0 

Interest  on  Capital 2,000    0    0 

17,250    0    0 


Less,  cottage  rents  included  in 
profits 

Leaving  profit  for  assessment    .... 

The  profit  on  the  same  principle  for 
the  four  years  preceding  being 
respectively : — 


27,250    0    0 


250    0    0 
27,000    0    0 


25,000  0  0 

26,000  0  0 

27,000  0  0 

80,000  0  0 


5)135,000  0  0 
Average  profit    £27,000    0    0 

The  royalty  is  added  as  above  to  the  net  profit  because  on 
the  payment  of  such  royalty  the  Income  Tax  is  deducted 
by  the  colliery  owner,  and  the  rent  of  cottages  is  deducted 
because  the  tax  under  Schedule  A  is  paid  upon  thorn  by 
the  owner. 

In  connection  with  the  item  InstiUment  written  off  Cost  of 
Colliery f  there  have  been  some  important  cases  before  the 
Courts.  In  that  of  Addie  and  Sons,  in  the  Court  of 
Exchequer,  Scotland,  in  the  year  1875,  the  cost  of  pit-sinking 
was  not  allowed,  being  held  to  be  a  charge  on  capital.  In 
the  case  of  A.  Knowles  and  Sons,  Limited,  the  High  Court 
of  Justice,  Exchequer  Division,  gave  judgment  in  1880  in 
favour  of  the  company  and  allowed  them  to  make  a 
deduction  for  exhaustion  of  capital  by  the  working  of  the 
minerals,  the  view  taken  being  that  the  effect  of  transferring 
the  assessment  of  mines  from  Schedule  A  to  Schedule  D  was, 
as  the  Judges  thought,  to  cause  the  company  to  be  assessed 
as  carrying  on  the  trade  of  vendors  of  coal,  having  bought 
wholesale  a  large  (quantity,  not  stored  in  warehouses  but  in 
the  earth,  and  which  they  were  going  to  sell  in  the  course 
of  their  trade,  and  that  they  ou^t  to  be  assessed  on  the 
principle  of  valuing  the  stock-in-trade,  that  is: — ^the  coal 
thus  stored  in  the  earth  at  the  beginning  of  the  three  years, 
and  again  valuing  the  stock  at  the  end  of  the  three  years, 
taking  the  difference  between  them  into  account  in 
estimating  the  profits  for  assessment. 

This  judgment,  however,  has  since  been  overruled  in  the 
case  of  the  Coltness  Iron  Company. 

'nie  company  claimed  in  the  first  instance  to  have  a 
deduction  of  £9,027,  being  the  cost  incurred  in  sinking  new 
pits.  This  claim  was  afterwards  amended,  because  it  was 
found  to  be  not  the  cost  of  sinking  new  pits,  but  the  amount 
of  an  annual  instalment  written  off  an  account  in  the  books 
called  Sunk  Capital  Accountythe  instalment  being  estimated 
as  equal  to  the  exhaustion  of  capital  by  the  working  of  the 
minerals.  The  claim  was  disallowed  by  the  Commissioners 
of  the  District,  and  their  determination  was  afterwards 
affirmed  by  the  Court  of  Exchequer,  Scotland,  on  the  7th 
January,  1881.  The  case  was  then  taken  to  the  House  of 
Lords  and  argued  very  fully,  it  being  maintained  on  behalf 
of  the  company  that  they  were  entitled  to  the  deduction 
claimed  under  the  Inland  Bevenue  Act,  1878,  which  gave 


power  to  allow  for  depreciation  of  machinery  and  plant; 
that  there  could  not  be  any  profits  until  the  expenditure 
was  repaid,  that  in  the  wages  expended  there  was  not  any- 
thing to  represent  capital ;  and  that  in  fact  the  flinking  of 
pits  was  an  expenditure  in  winning  the  minerals,  and  not 
an  investment  of  capital. 

On  behalf  of  the  crown  it  was  argued  that  the  eost  of  pit 
sinking  was  an  expenditure  on  capital  account,  that  tne 
statutes  did  not  allow  any  such  deduction,  the  1878  Act 
only  providing  for  a  just  and  reasonable  deduction  for  the 
dimished  value  of  machinery  and  plant.  The  case  of  Miller 
V.  Ferrie  was  also  referred  to,  in  which  it  was  decided  that 
no  deduction  for  exhaustion  of  capital  by  diminution  of 
minerals  could  be  allowed. 

Earl  Cairns,  Lord  Penzance,  and  Lord  BIao)cbnzn  were 
unanimous  in  their  opinion  that  the  claim  of  Uie  Coltness 
Company  could  not  be  allowed.  They  admitted  that  the 
exhaustion  of  capital  would  be  a  proper  charge  in  the  Profit 
and  Loss  Account,  but  not  for  Income  Tax  purposes ;  that 
the  assessment  ica«  not  on  profits,  but  on  annual  vahUt  and 
that  there  was  not  any  distinction  between  temporary  and 
permanent  incomes,  and  instanced  the  case  of  terminable 
annuities.  They  also  held  that  the  decision  in  the  case  of 
A.  Knowles  and  Sons,  Limited,  was  wrong,  and  one  which 
in  their  opinion  was  not  capable  of  being  supported. 

Lord  Blackburn  said  that  "  whether  just  or  not,  there  can 
be  no  doubt  that  the  same  annual  charge  is  imposed  upon  a 
terminable  aimuity  and  on  one  in  perpetuify,  and  what 
seems  harder,  that  the  same  aimual  charge  is  imposed  upon 
a  professional  income  earned  by  hard  labour,  often  extenmnff 
over  many  years  before  any  return  is  got,  and  when  earned 
precarious,  as  depending  on  the  health  of  the  owner." 

The  result  of  tne  decision  in  the  Coltness  case  is  to  over- 
rule that  of  A.  Knowles  and  Sons,  Limited,  and  consequently 
there  is  not  any  allowance  for  exhaustion  of  capital. 

It  was  also  hold  by  the  House  of  Lords  that  although 
mines  had  been  transferred  from  Schedule  A  to  Schedule  D 
the  assessment  of  them  was  still  under  the  rules  in  Schedule 
A,  and  subject  to  five  years'  average. 

It  appears  however  still  to  be  undecided  whether  expendi- 
ture on  pit-sinking,  or  some  portion  thereof  during  the  yean 
included  in  the  average  should  not  be  allowed. 

Earl  Cairns  said,  "  I  am  not  prepared  to  say  that  a  mine 
owner  might  not  in  some  cases  oe  entitled  to  an  allowance 
in  respect  of  the  cost  of  sinking  a  pit,  by  means  of  which  pit 
the  minerals  are  gotten  which  are  the  source  of  profit  lor 
the  year  in  which  the  pit  was  sunk.  I  desire  to  reserve  my 
opinion  on  that  point  tmtil  the  question  arises." 

Lord  Blackburn  said, "  I  do  not  wish  to  lay  down  any 
general  proposition  either  that  money  expended  in  Binking 
pits  can  never  be  in  Uie  nature  of  expenses  incurred  within 
the  five  years  in  working  the  coal  so  as  to  be  properly  taken 
into  account  in  estimating  the  profits  made  m  that  jwriod 
or  to  say  what,  if  any,  the  circumstances  are  under  which  it 
may  be  done.  That,  I  think,  had  better  be  left  to  be 
determined  when  the  case  arises." 

Another  instance  is  that  of  a  Limited  Company  canying 
on  business  as  manufacturers  in  works  owned  by  the 
company. 

Net  profit  for  one  year  according 
to  the  Profit  and  Loss  Account 

in  the  books £15,662  10    0 

Add  deductions  made  in  account 
before  arriving  at  such  profit, 
viz: — 

Income  Tax £212    5    0 

Depreciation  of  Buildings    884    9    0 

Chief  Rente  paid 187  10    0 

Interest  on  Mortgage....     450    0    0 

1,234    4    0 

£16,790  14 
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Deduct  Chief  Bents  received  and 
included  in  above  profits 


Profits  for  the  two  years  preceding 
viz: 


Average  Profit 

Deduct  also  the  annual  value  of 
the  works  at  which  the  property 
is  assessed  under  Schedule  A  . . 


95  10  0 

£16,701    4  0 

14,807    8  0 

15,502  17  6 

3)47,011    9  6 

£15,670    9  10 


•  1,640    0    0 


Leaving  amount   for 
under  Schedule  D  . 


assessment 


£14,130    9  10 

The  chief  rent  paid  and  the  interest  on  mortgage  are 
added  because  the  tax  is  deductible  from  those  amounts 
when  paid  by  the  company  to  the  owner  of  the  chief  rent, 
and  to  the  mortgagee.  In  like  manner  the  chief  rent 
received  by  the  company  is  deducted  because  the  tax  is 
allowed  to  the  person  from  whom  the  chief  rent  is  receivable. 

The  deduction  of  £1,540  is  made  because  that  sum  has 
already  been  jiaid  upon  under  Schedule  A,  and  the  profits 
are  only  net  after  deducting  the  amount  at  which  the  works 
would  let  to  a  tenant  instead  of  being  occupied  by  the 
owners.  This  is  a  deduction  which  is  not  unfrcquently  lost 
sight  of. 

The  two  statements  given  as  examples  are  only  for  the 
purpose  of  ascertaining  the  average  amount  to  be  returned 
uy  adjustment  of  the  Ledger,  Profit  and  Loss  Account 
balance.  Of  course  for  the  purx)05e  of  claims  for  the 
reduction  of  assessments,  which  will  be  referred  to  hereafter, 
it  will  be  needful  to  furnish  detailed  Profit  &.  Loss  Accounts, 
excluding  the  before-mentioned  items. 

Although  it  was  formerly  considered  that  rates,  taxes  and 

premium  on  insurance  from    fire  were  not  allowable  as 

deductions    in    estimating    profits,    the    practice    of  the 

commissioners  and  surveyors  now  is  to  allow  payments  for 

ates,  taxes,  and  the  insurance  of  buildings  and  stock. 

Li  the  case  of  a  firm  in  this  country  having  also  a  house 
abroad,  the  return  should  include  the  share  of  profits  in  the 
foreign  house  (when  remitted  to  this  country)  to  which 
partners  resident  here  are  entitled. 

A  company  having  its  head  office  abroad  is  not  liable  to 
the  tax  on  the  whole  of  the  profits,  but  only  in  respect  of  the 
profits  arising  from  the  English  branches  or  the  dividends 
paid  in  the  United  Kingdom. 

This  was  so  held  by  the  Court  of  Appeal,  ^lay,  1881,  in  the 
case  of  the  Imperial  Ottoman  Bank.  Dividends  payable  in 
this  country  out  of  Fpreign  and  Colonial  Revenues,  or  on 
the  stocks,  funds  or  shares  of  Foreign  and  Colonial  Com- 
panies are  subject  to  Income  Tax. 

The  Court  of  Appeal  held  in  the  case  of  the  Mersey  Docks 
and  Harbour  Board,  in  December,  1881,  that  surplus 
revenue  applicable  to  extinction  of  debt  was  profit  and 
assessable  to  Income  Tax. 

It  is  important  to  notice  that  if  at  the  end  of  the  year  of 
assessment  it  is  found  that  the  average  profits  including  the 
year  of  assessment  (charged. imder  Sched.  D)  are  less  than  the 
average  for  the  three  years  on  which  the  return  was  made, 
the  Commissioners  may  cause  the  assessment  to  be  amended, 
or  if  the  tax  lias  been  paid,  to  certify  to  the  Special 
Commissioners  the  amount  overpaid  so  that  it  may  be 
repaid.  The  133rd  Section  of  the  1842  Act,  authorised  such 
adjustment,  not  on  an  average  of  three  years,  but  on  the 
amount  of  profit  for  the  ye(ir.  of  assessment.  This  was 
amended  by  the  Customs  and  Inland  Revenue  Act,  1866, 
28th  Victoria,  chapter  30,.  section  6,  which  provided  that  the 
deduction  or  repayment  to  be  made,  should  be  for  the 
difference  between  the  profits  on  an  average  of  three  years 


including  the  year  of  assessment^  and  the  sum  on  which  the 
assessment  had  been  made. 

In  applying  for  a  return  of  the  tax  in  the  case  of  mines, 
iron  and  other  works,  the  accounts  are  to  be  taken  on  an 
average  of  three  years,  notwithstanding  that  the  return  has 
been  made  on  an  average  of  five  years  in  the  case  of  mines, 
and  on  the  profits  of  the  preceding  year  in  the  case  of  iron 
and  other  works. 

Notice  of  Appeal  under  the  188rd  section  of  the  1842  Act, 
and  of  the  6th  section  of  the  1865  Act,  is  to  be  given 
within  12  months  after  the  end  of  the  year  of  assessment  in 
respect  of  which  the  appeal  is  intended  to  be  made. 

The  provision  imder  these  sections  was  intended  to  meet 
cases  of  fluctuating  profits,  and  although  there  is  a  general 
impression  that  duty  once  paid  cannot  be  recovered  either 
in  whole  or  in  part,  nevertheless  large  sums  are  from  time 
to  time  either  discharged  or  repaid  in  respect  of  claims 
made  under  the  two  sections  referred  to.  Doubtless  there 
are  many  cases  in  which  the  tax  might  properly  be  recovered 
but  in  which  claims  are  pot  made  in  consequence  of  it  not 
being  generally  known  to  Income  Tax  payers  that  they  are 
entitled  to  discharge  or  repayment  where  the  average 
including  the  year  of  assessment  has  been  less  than  the 
estimate. 

As  to  the  complaints  which  are  made  from  time  to  time 
of  the  hardship  and  trouble  caused  by  having  to  attend  for 
the  purpose  of  appealing  under  Schedule  D,  these 
complaints  are  believed  in  the  majority  of  cases  to  come 
from  those  who  have  been  assessed  not  having  made  returns^ 
and  thus  the  trouble  is  brought  on  themselves.  It  rests 
with  them  to  assist  the  surveyors  and  ofi^cials  in  making 
proper  assessments.  The  Board  has  discouraged  the  charging 
of  persons  upon  sums  beyond  their  actual  income,  as  being 
calculated  to  give  rise  to  complaints  on  the  part  of  the  public 
and  to  diminish  the  confidence  of  the  District  Commissioners 
in  the  judgment  of  the  surveyors. 

Schedule  E  is  for  the  assessment  of  salaries  of  those  in 
public  offices  and  public  companies,  including  the  fees 
payable  to  auditors  appointed  by  shareholders  in  companies. 

It  is  only  needful  to  refer  to  the  allowance  which  is  made 
under  each  of  the  Schedules  in  respect  of  Premium  on  Life 
Insurance  (not  exceeding  one-sixth  of  the  income),  and 
to  the  total  exemption  from  assessment,  where  the 
income  from  all  sources  is  less  than  £150  a  year,  and  that 
on  abatement  of  £120  is  made  from  all  incomes  amounting 
to  £150  or  upwards,  and  under  £400. 

The  system  of  average  leads  to  inconvenience,  and  it  is 
questionable  whether  any  advantage  arises  from  it,  either  to 
the  taxpayer  or  the  Revenue.  It  would  be  a  great  improvement 
to  make  tiie  assessments  in  all  cases  on  the  actual  profits  of 
the  year  ending  31st  Dec,  immediately  preceding  the  year  of 
assessment.  At  present  the  assessments  under  Schedule  D 
for  coal  and  other  mines,  are  on  an  average  of  th^  fiv§ 
preceding  years ;  for  trades,  professions,  vocations,  and 
employments,  on  an  average  of  three  years ;  and  on  iron  and 
other  works,  the  profits  of  the  preceding  year,  whereas  under 
Schedule  £,  the  assessment  is  made  on  the  income  or  salajy 
of  the  year  of  oMessment,  and  if  made  on  the  income  of  the 
previous  year,  is  subject  to  increase  at  the  end  of  the  year 
for  which  the  charge  is  made,  so  that  in  the  case  of  employ^ 
of  individuals  or  firms,  they  are  assessed  under  Schedule  D, 
on  an  average  of  three  years,  and  employes  of  Limited 
Companies  are  chargeable  under  Schedule  E  on  the  salary 
of  the  current  year. 

The  Income  Tax  was  not  extended  to  Ireland  until  the 
year  1853. 

On  lands,  houses,  and  salaries,  the  tax  is  supposed  to  be 
levied  almost  to  the  full  amount  payable,  but  this  is  not  the 
case  with  profits  under  Schedule  D.  Discoveries  have  from 
time  to  time  been  made  that  fraud  has  taken  place  in 
various  ways.  Either  unwillingly  or  intentionally  returns 
have  been  made  at  amounts  much  less  than  the  actual 
profits,  and  it  has  been  estimated  that  as  much  as  £1,000,000 
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per  anniun  would  be  added  to  the  tax  if  aocnrate  xetunii 
were  made  in  all  cases. 

The  following  are  instances  of  some  of  the   defeotiye 
returns : — 


for. 

2,000 

9,000 

65.000 

23,000 

2,000 

16,000 


Buida,  Mid  dotj 
paid  on. 

S9,500 
88,000 
81,000 
45,000 
12,000 
24,000 


for. 

M 

5.000 
d9,000 
14.000 

NU. 
140,000 

6,000 


Bude.  Mid  daty 
paid  on. 

J 
90,000 
52,000 
55,000 
63,000 
186,000 
88,000 


In  one  case  the  sum  of  £11,000  was  received  from  one 
person  for  duty  under-paid ;  in  another  £10,500  on  an  annual 
mcome  of  £13,000,  from  1842  to  1865.  In  another  instanoe 
tax  was  received  on  £288,000  in  respect  of  profits  previous 
to  1870. 

Fraudulent  returns  are  frequently  discovered  in  connec- 
tion with  claims  for  compensation  for  loss  of  business 
carried  on  in  promises  required  for  town  improvements,  or 
otherwise,  and  for  injury  in  railway  accidents,  and  from  the 
frauds  discovered  it  is  fair  to  conclude  that  many  escape 
detection  altogether. 

Frauds  have  also  been  discovered  in  connection  with  the 
exemption  of  foroigners  who  roside  abroad  from  the  tax  on 
foreign  dividends  pavable  in  this  country.  It  was  found 
that  it  had  become  a  business  for  some  persons  to  purohase 
coupons,  the  property  of  British  subjects  resident  in  this 
country,  and  then  to  send  them  abrtMkd,  to  be  rotumed  to 
this  country,  ostensibly  from  foreigners  resident  abroad,  in 
Older  to  cUum  exemption  from  tax,  and  this  was  carried  on 
for  a  time  on  such  a  large  scale  as  to  make  it  remunerative. 
It  is  very  roprohensible  that  these  frauds  exist,  and,  as 
Accountants,  we  ought  not  to  be  parties  to  any  irrogularity, 
but  do  all  we  can  to  assist  the  Bievenue  in  the  collection  of 
what  is  fairly  due.  It  would  have  a  deterrent  e£fect  if 
proceedings  in  such  cases  could  be  taken  in  the  local  courts, 
by  which  means  thev  would  be  made  public.  As  against 
the  cases  of  fraud,  thero  are  instances,  but  probably  not 
numerous,  in  which  it  is  convenient  for  persons  to  be 
assessed  on  a  largo  amount  for  the  sake  of  appearance. 

In  the  case  of  an  insolvent  in  Manchester,  who  was 
assessed  at  £5000,  when  asked  how  it  was  that  he  had  not 
appealed,  replied  that  if  he  had  done  so,  one  of  the  Com- 
missioners, from  whom  he  made  largo  purohases,  would  not 
have  continued  to  give  him  credit. 

Some  companies  do  not  deduct  the  tax  from  their  divi- 
dends, but  m  such  cases  the  dividends  have  not  to  be 
returned  by  the  shareholders  for  assessment. 

The  laige  number  of  claims  for  ropayment  entail  vast 
labour  on  the  surveyors,  and  the  department  of  the  Special 
Commissioners.  Cases  of  total  exemption  and  abatement  of 
£120,  as  well  as  allowances  for  Life  Premium  can  be  dealt 
with  by  the  surveyors  so  far  as  rogards  Income  Tax,  which 
is  chaxgoable  direct  to  the  claimants,  but  whero  such 
allowances  aro  claimed  in  rospoct  of  income,  the  tax  on 
which  is  chaigcd  by  way  of  deduction,  the  only  means  of 
affording  to  such  persons  the  relief  to  which  they  are 
entitled  is  by  ropayment,  forms  of  claim  for  which  have  to 
bo  famished  to  the  surveyors,  and  by  them  transmitted  to 
the  Special  Commissioners,  from  whose  department  the 
warrants  for  repayments  aro  issued. 

All  such  claims  have  to  be  made  within  three  years  after 
the  end  of  the  year  in  respect  of  which  the  claim  is  made. 

Useful  books  on  the  subject  of  Incpme  Tax  Practice 
are : — Senior* 9  Handbook ;  Muir't  Manual;  Long's  Popular 
Guide;  and  much  information  with  statistics  and  reports  of 
judicial  decisions  will  be  found  in  the  annual  reports  of  the 
Commissioners  of  Inland  Revenue. 

The  Income  Tax  having  now  existed  for  41  years,  it  may 
be  looked  upon  as  permanent.  In  1842  it  was  imposed  as  a 
temporary  tax,  bat  it  hae  imv^  b«en  oonvwiient  to  iubstituto 


any  other  tax  in  its  place.  It  is  true  that  Mr.  Oladstona 
went  to  the  eountiy  nme  years  ago  on  a  proposal  to  abolish 
the  tax,  but  that  was  when  there  was  a  surplus  of  £6,000,000, 
and  it  is  not  likely  that  we  shall  soon  have  a  Chancellor  of 
the  Exchequer  prepared  to  give  up  a  tax  which  now  yields 
about  £10,000,000  annually. 

The  nett  annual  produce,  after  deducting  aUowanees, 
repa3rment8,  ftc.,  and  the  produce  for  each  penny  of  tax,  wat 
for  each  decade  sinee  1842,  as  follows  i — 

For  esoh  p«Biiy 
TotaL  of  lAx. 

1842...., 5,405,000  ....      772,000 

1852 5,667,000  ....     800,000 

1862 10,723,000  ..,.  1,192,000 

1872 6,897,000  ....  1,724,000 

And  in  1880,  being  the  last  year  for  which  Uie  amoimii 
have  been  ascertained:    11,095,000    ....  1,849,000 

The  nett  amount  of  Income  on  which  tax  was  received  for 
the  year  1881-2,  after  all  allowances,  abatements  and 
repayments,  is  estimated  at  £480,000,000,  out  of  a  gross 
assessment  of  £601,450,977. 

It  seems  only  loft  to  us,  therefore,  to  wish  that  we  may 
have  increasing  incomes  on  which  to  pay  the  tax. 

The  paper  is  not  by  an^  means  exhaustive.  There  are 
many  important  cases  which  might  have  been  referred  to, 
and  details  which  might  have  been  given,  but  these  can 
always  be  dealt  with  as  individual  oases  arise,  and  tho 
surveyors  will  always  willingly  render  assistance. 

There  may,  however,  be  sufficient  in  the  paper  to  indicate 
the  leading  features  of  Income  Tax  Practice. 

Mr.  Wm.  AiiDBBD,  F.C.A.,  then  rose  to  propose  a  vote  of 
thanks  to  Mr.  Murray,  which  was  seconded  by  Mr.  Silas 
Cooke,  jun.,  and  supported  by  Mr.  G.  R.  Trevor,  F.C.A.,  who 
made  sevenJ  remarics  bearing  upon  the  subject,  giving  the 
figures,  showing  the  various  amounts  of  assessments  made 
during  one  or  two  periods  of  years,  and  pointed  oat  the 
utility  that  a  study  of  the  subieot  would  be  to  students. 

The  vote  of  thanks  being  tnen  put  to  tho  meelingi  wtm 
carried  with  acclamation. 

A  discussion  of  the  subject  then  followed,  in  wliieh  Mr. 
WAnrwBioHT  (Fletcher,  Holmes,  and  Wainwright,  Ashton- 
under-Lyne)  said,  in  reply  to  a  call  to  speak  from  the  Chair- 
man, that  he  considered  it  a  compliment  to  be  asked  to  say 
a  few  words,  as  ho  had  not  been  able  to  previously  attend 
the  meetings  of  the  Society,  but  that  he  was  glad  to  have 
that  opportunity  of  expressing  the  pleasure  he  experienced 
in  listening  to  Mr.  Murray's  valuable  lecture,  and  that 
though  he  had  had  a  large  experience  in  Income  Tax 
matters,  he  had  learnt  many  things  to-night.  He  said  that 
he  thought  Fire  Insurance  Premiums  should  be  allowed  by 
Uie  Commissioners  when  returns  were  made,  and  also  gave 
an  account  of  some  matters  that  had  come  under  his  own 
experience. 

Mr.  T.  B.  Baooks,  A.C.A.,  said  that  he  had  listened  with 
a  great  degree  of  pleasure  to  the  lecturer's  exhaustive  paper, 
and  in  the  course  of  his  remarks,  said  that  in  his  opinion 
subscriptions  and  donations  to  charitable  institutions  ouffht 
to  bo  aUowod  off  assessment.  He  also  spoke  of  the  proba- 
bility of  persons  returning  their  Income  Tax  at  a  larger 
amount  than  it  really  was,  and  thus  paying  more  than  they 
ought  to  do,  because  they  did  not  care  to  £sclose  the  books 
to  Commissioners  who  happened  to  be  in  the  same  trade. 

Mr.  MosLBT,  F.C.A.,  and  Mr.  Wm.  Aldbsd,  F.C.A.,  both 
complimented  the  lecture  upon  his  paper,  and  ga^  instanneii 
of  matters  in  practice  that  had  come  under  their  notice,  and 
the  latter  gentleman  said  that  he  had  always  found  the 
Commissioners  willing  to  listen  to  appeals,  and  to  do  what 
was  right. 

Mr.  C.  R.  Tbsvob,  F.C.A.,  remarked  upon  the  question 
of  bad  debts,  and  stated  that  it  was  the  practice  of  some 
surveyors  to  object  to  bad  debts  being  claimed  off  unless 
thigr  ooound  ia  th«  mum  year  m  4edaoted«  lyil  angiesltd 
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as  a  remedy  that  the  taxpayer  should  claim  on  past  years 
returns  as  being  over-estimated. 

Mr.  David  Smith,  F.C.A.  (Chairman),  following  up  the 
remarks  made  by  previous  speakers,  said  that  he  considered 
that  the  tax  was  an  equitable  one,  and  sfatcd  that  Iq.  regard 
to  the  riiatter  of  Fire  Insurance  Premiums,  in  some  districts 
they  were  allowed,  and  he  thought  they  ought  to  bo  allowed 
as  they  stood  in  the  same  category  as  Life  Assurance 
Premiums — a  promotion  of  thrift. 

Mr.  Smith  also" supplemented  Mr.  Brooks'  remarks  as  to 
lirany  hieh  paying  tax  on  larger  amount  of  returns  than  war- 
ranted, because  they  feared  exposure. 

Mr.  Murray,  F.C.A. ,  then  replied  to  the  various  speakers, 
and  said  that  he  had  had  much  pleasure  in  the  preparation  of 
the  paper,  gave  an  amusing  account  of  his.own  experience  of 
four  years'  service  in  a  tax  office  as  a  youth.  In  the  course 
of  his  remarks  he  said  that  the  Income  Tax  Commissioners 
say  that  thousands  of  pounds  might  be  rebated  if  the  payers 
only  knew  how  to  go  about  it.  Ho  spoke  about  the  returns 
having  to  bo  made  where  goods  are  manufactured^  not  where 
they  are  sold*,  and  said  that  he  also  considered  the  tax  to  be 
a  fair  one,  and  could  only  wish  for  the  members  of  the 
Society  that  they  might  all  have  large  incomes  upon  which 
to  pay. 

A  vote  of  tlianks  to  the  Chairman  closed  the  proceedings. 
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EXECUTORS'  AND  TRUSTEES'  ACCOUNTS. 
By  W.  G.  Hawson,  p.c.a. 


At  an  ordinary  meeting  of  the  Society,  held  at  the  Law 
Society's  Rooms,  Hoole's  Chambers,  on  Wednesday,  the  28th 
of  November  last,  the  following  paper  was  read  by  Mr.  W. 
G.  Hawson,  p.c.a.,  to  a  large  number  of  Honorary  and  Ordi- 
nary m'embers,  on  "  Executors'  and  Trustees'  Accounts  "  : — 

Having  been  requested  by  your  Committee  to  take  part  in 
the  programme  of  subjects  which  they  have  prepared  for 
the  instruction  and  advancement  of  the  students  of  your 
Society,  by  reading  a  paper  on  one  of  the  subjects  selected 
for  the  final  examination  for  admission  to  membership  of  the 
Institute  of  Chartered  Accountants  in  England  and  Wales, 
I  not  only  felt  it  a  duty,  but  also  a  pleasure,  to  contribute 
something,  however  feeble  it  might  be,  to  the  furtherance  of 
the  objects  of  our  Charter,  and  to  the  advancement  of  the 
profession  in  which  I  have  for  many  years  taken  an  active 
part  and  a  great  interest. 

I  experienced  some  little  difficulty  at  the  outset  in  the 
choice  of  a  subject,  mainly  arising  from  the  fact  that  I  was 
anxious  to  avoid  clashing  with  the  choice  of  other  members, 
feeling  that  variety  of  subject  in  these  papers  would  be 
more  acceptable  to  you  than  variety  of  treatment,  parti> 
cularly  in  the  early  stages  of  your  existence. 

I  was,  however,  relieved  from  this  difficulty  by  a  happy 
suggestion  on  the  part  of  one  of  your  members,  which  was 
that  I. should  read* a  paper  bn  "Executors'  and  Trustees' 
Accounts." 

I  readily  fell  in  with  this  suggestion,  as  it  is  a  branch  of 
our  profession  in  which  I  have  had  some  considerable  expo; 
rience  and  taken  a  g^^kt  interest."  I  trust,  therefore,  that 
the  remarks  I  inay  have  to  make  will  be  equally  interesting 
and  instructive. 

Some  years  ago — and  in  many  districts  even  now — it  was  the 
practice  for  the  accounts  of  Executors  and  Trustees  to  be 
kept  m  the  solicitors'  office,  and  doubtless  in  small  estates 
this  has  been  ,  and  ia,  the  sii^plest  .method  of  disposing  of 
them,  but  of  late  years  the  wealth  of  the  countrj'  has  greatly 
increased  and  become  more  widely  distributed,  and  estates 
of  ma^^hitude  of  deceasocl  persons  are  more  numerous. 


Fresh  channels  for  investments  have  opened  up,  and  are 
still  continuing  to  do  so,  providing  a  variety  of  ways  in 
which  men  of  the  present  day  may  embark  their  wealth. 
Consequently  the  realization  and  disposition  of  their  estates 
has  become  more  complicated,  involving  greater  responsi- 
bilities upon  executors  and  trustees  than  formerly.  It  is 
therefore  almost  a  matter  of  necessity  that  the  services  of  a 
skilled  accountant  should  be  employed  to  aid  the  executors 
and  their  solicitor  in  the  preparation  of  their  accounts  and 
administration. 

And  doubtless  in  time  this  branch  of  an  accountants* 
business  will  so  develop  as  to  render  it  a  very  much  more 
important  part  of  our  profession  than  ix,  has  hitherto 
constituted. 

In  fact  the  same  may  be  said  of  this  as  ot  other  branches 
of  the  profession,  as  trade  and  commerce  increase  and  bring 
with  them  the  accumulation  of  property  and  wealth,  and 
large  undertakings  with  their  accompanying  responsibilities, 
so  will  the  utility  of  a  professional  accountant  and  the  dis- 
tinctive duties  attaching  to  his  calling  become  more  widely 
recognised. 

With  reference  more  particularly  to  the  duties  attaching 
to  us  in  connection  with  executors'  and  trustees'  accounts,  it 
has  frequently  been  a  matter  of  doubt  as  to  where  those  of 
an  accountant  end  and  those  of  a  solicitor  begin,  but  I  think 
there  need  be  no  difficulty  on  this  point,  as  to  my  inind  their 
respective  duties  may  be  clearly  defined,  and,  where  carefully 
and  judiciously  managed,  the  two  professions  may  work 
to<?ether  in  the  most  perfect  harmony. 

In  most  cases  in  which  I  have  been  entrusted  with 
accounts  of  this  nature,  it  has  been  at  the  suggestion  of  the 
solicitor  that  my  services  have  been  called  in,  and  the 
matter  has  always  been  conducted  on  lines  mutually  satis- 
factory to  us  both ;  and  where  it  has  been  necessary  to 
consult  the  solicitor  in  the  bearing  of  those  special  points 
which  happen  in  one  form  or  another  in  every  trust  one  has 
to  do  with,  I  have  alwiays  found  him  not  only  willing  but 
anxious  to  render  every  assistance  in  his  power  to  ensure  the 
accounts  being  established  on  a  thoroughly  accurate  basis. 

Of  course  when  accounts  are  placed  in  our  hands  we  must 
remember  that  we  are  held  responsible  for  their  accuracy, 
and  the  solictor  does  not  feel  himself  called  upon  to  exer- 
cise that  supervision  which  he  otherwise  would  do  if  we  had 
not  been  employed,  or  be  in  any  way  responsible  unless  ho 
is  consulted.  It  is  therefore  our  duty  to  our  client,  when 
occasion  requires,  to  consult  him  during  their  preparation, 
as  when  once  the  accounts  have  been  prepared  and  the 
estate  disposed  of,  it  is  too  late';  and  any  error  of  principlo 
on  our  part  afterwards  discovered,  may  not  only  lead  to 
serious  complications,  but  be  very  damaging  to  our  profes- 
sional reputation. 

It  therefore  behoves  us  to  devote  much  care  and  attention 
to  their  preparation,  and  to  thoroughly  clear  up  at  once  any 
point  upon  which  there  may  be  even  the  shadow  of  a  doubt. 

You  are  aware  however  that  in  this  as  in  all  branches  of 
our  profession  it  is  necessary  for  us  to  be  acquainted  with 
some  legal  knowledge,  and  not  to  have  to  run  to  the  solicitor's 
office  for  guidance  in  every  little  matter,  as  the  various  duties 
we  are  called  upon  to  perform  are  so  subservient  to  the  law 
that  without  it  we  are  unable  to  conduct  the  various  matters 
intrusted  to  our  care  to  any  practical  and  reliable  issue. 
The  Institute  of  Chartered  Accountants  has  therefore  very 
wisely  required  candidates  for  examination  to  pass  in  a  legal, 
as  well  as  practical,  knowledge  of  those  subjects  which 
directly  bear  on  the  duties  of  our  profession. 

And  there  is  perhaps  none  in  which  it  is  more  important 
than  that  bearing  upon  the  subject  of  my  paper  this  even- 
ing. I  therefore  earnestly  recommend  every  student  of  this 
Society  to  make  himself  .thoroughly  acquainted  with  the 
principles  of  the  law  relating  to  the  duties  of  Executors  and 
Trustees ;  the  nature  of  the  accounts  required  to  bo  kept  by 
them,  and  the  disposition  of  the  estates  committed  to  their 
charge,  in  order  that  when  he  is  called  upon  to  deal  with 
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questions  of  this  nature  he  may  understand  the  distinctions 
which  exist,  and  be  able  to  act  promptly  upon  the  instructions 
given  to  him,  as  well  as  be  able  to  give  a  practical  opinion 
on  the  treatment  thereof  when  called  upon  to  do  so,  for 
whatever  our  qualification  for  figures  may  be,  we  shall  not 
be  able  to  grasp  fully  the  instructions  that  may  be  given  to 
us,  and  bring  such  intelligence  to  bear  as  the  subject  requires 
unless  we  have  a  sufficient  knowledge  of  the  Law  which 
regulates  these  matters. 

A  man  dies  leaving  behind  him  considerable  property. 
He  has  left  a  will  stating  how  that  property  is  to  be  disposed 
of,  and  entrusting  the  disposition  to  one  or  more  individuals 
who  are  styled  his  executors  and  trustees — ^usually  friends 
or  relatives,  or  perhaps  both  of  some  standing  and  business 
capacity,  in  whom  he  has  implicit  confidence.  Ho  may,  or 
he  may  not,  have  bequeathed  them  a  legacy  as  a  token  of 
his  esteem,  and  a  compliment  for  the  trouble  and  attention 
they  will  be  required  to  devote  to  the  performance  of  the 
duties  of  the  office.  Invariably  the  sum  so  bequeathed  is  a 
mere  compliment,  and  totally  inadequate  to  the  time  and 
responsibility  usually  attending  such  duties.  In  fact  the 
responsibilities  are  perhaps  greater  than  in  any  other 
capacity  in  which  one  may  be  placed,  and  are  seldom  realized 
at  the  outset.  A  man  can  do  as  he  likes  with  his  own  :  he 
can  enter  into  engagements  and  contracts  ;  speculate  and 
embark  capital  in  anything  he  chooses ;  buy  and  sell  and 
hold  shares,  in  both  limited  and  unlimited  joint  stock 
companies,  banks,  and  the  like ;  and,  if  ho  suffers  loss 
thereby,  has  no  one  to  account  to  but  himself.  Not  so  an 
executor  and  trustee,  he  may  only  mako  such  investments 
as  are  admissible  by  law,  or  by  specific  declaration  of  the 
will  of  the  testator.  If  he  enters  into  any  engagement  or  con- 
tract, or  carries  on  a  business,  oven  with  special  authority 
for  so  doing,  he  runs  a  risk,  he  must  account  strictly  to  the 
estate  for  all  profit  made ;  and  if  a  loss  is  incurred,  he  is 
liable  to  have  to  makd  it  good  out  of  his  own  privato 
resources  ;  if  he  holds  shares  in  public  companies  or  banks, 
or  any  undertaking  upon  which  there  are  implied  calls — even 
whore  such  invesknents  are  part  of  tho  trust  estate  which 
comes  to  his  hands  at  death  of  testator — he  had  better 
realize  as  soon  as  possible,  as  in  the  event  of  the  estate 
being  insufficient  to  meet  the  calls  when  made,  he  is 
personally  liable. 

He  can  claim  no  remuneration  for  his  services,  however 
onerous  and  complicated  the  estate  may  be,  but  ho  may 
claim  expenses  out  of  pocket  incurred  in  perfonnanco  of  his 
duties,  and  can  employ  tho  services  of  a  solicitor  and  an 
accountant  or  agent,  where  the  nature  of  tho  case  justifies 
such  employment,  but  he  will  not  be  allowed  the  costs  of 
either  in  respect  of  work  which  he  should  have  performed 
himself. 

If  he  refuses,  or  is  unwilling,  to  act  in  the  capacity  to 
which  he  is  appointed,  he  must  be  careful  not  to  interfere  or 
intermeddle  in  the  slightest  degree  with  the  testator's  affairs, 
as  having  in  any  way  done  so,  and  then  refusing  to  continue, 
he  is  liable  to  be  committed  for  contempt  of  Court;  and 
having  acted,  he  must  not  purchase  for  himself  either  directly, 
or  indirectly,  any  part  of  the  testator's  assets,  even  in  the 
most  perfect  good  faith. 

It  is  therefore  clear  that  the  office  of  an  executor  and 
trustee  is  by  no  means  a  sinecure,  but  one  involving  serious 
responsibilities,  and,  when  attended  with  the  annoyance  and 
worry  not  unfrequently  experienced .  with  dissatisfied  and 
needy  legatees,  it  is  well  said  to  be  an  unthankful  office. 

I  have,  so  far,  named  a  few  of  the  grave  responsibilites  of 
executors  and  trustees,  but  there  are  still  many  more  which 
I  have  not  touched  upon,  as  the  student  will  readily  see  if 
he  dives  into  the  subject.  I  think  I  have,  however, 
said  sufficient  to  show  that  it  is  a  matter  of  infinite  import- 
ance that  executors  and  trustees  should  have  their  accounts 
accurately  and  faithfully  kept,  and  in  a  manner  clear  and 
straightfonvard,  and  strictly  in  accordance  with  law;  it 
therefore  follows,  that,  if  we,  as  prossessional  accountants, 


are  to  be  of  any  real  service  to  our  clients  in  those  matters, 
we  must  be  thoroughly  masters  of  the  subject,  and  when 
accounts  are  placed  in  our  hands,  bo  able  to  do  all  that  is 
required  of  us,  by  seeing  that  they  are  established  on  a  basis 
at  once  in  conformity  with  the  law  and  specific  dispositions 
of  the  Will. 

We  should  be  in  a  position  to  show  that  all  the  required 
duties  havo  been  paid,  and  lo  x  roduce  a  clear  and  perfect 
account  of  the  executors  stewardship,  shewing  tho  estate 
which  has  como  into  their  hands,  the  realization,  manage- 
ment and  disposition  thereof,  from  the  death  of  testator  to 
the  date  upon  which  tho  account  may  bo  required.  The 
powers  usually  delegated  to  us  are  unrestricted,  and  full  and 
perfect  protection  is  expected.  In  a  word  when  the  accounts 
are  placed  in  our  hands,  as  already  stated,  we  are  held  re- 
sponsible for  their  accuracy,  not  merely  as  to  the  accounting 
for  actual  receipts  and  payments,  but  as  to  the  adjustment 
of  capital  and  income^  and  the  proper  appropriation  and 
distribution  thereof. 

In  dealing  with  "Executors  and:] Trustees*  Accounts" 
there  is  one  maxim  I  would  particularly  impress  upon  the 
students  of  this  Society.  It  is  one  I  have  always  adhered  to 
myself,  and  found  of  great  service,  that  is, — begin,  continue, 
and  end,  your  work,  in  face  of  a  Chancery  suit.  Imagine 
that  such  a  contingency  is  about  to  happen,  and  that  the 
result  of  your  labour  is  certain  to  be  put  to  the  test.  If  you 
take  an  interest  in  your  work  in  general,  and  in  the  matter 
you  may  havo  in  hand  in  particular,  and  value  your  own 
reputation,  you  will  find  that  it  will  make  you  thoroughly 
foci  your  responsibility,  and  impel  you  to  devote  "propei  care 
and  attention  to  the  details  of  your  work;  and  if  ever  a 
Chancery  suit  should  occur  in  any  trust  in  which  you  have 
had  the  conduct  of  the  accounts,  it  will  be  difficult  to  esti- 
mate what  trouble  you  may  have  saved,  and  what  value  your 
services  may  have  been  to  the  various  pctrties  interested. 

The  first  duty  of  an  executor  after  the  interment  of 
deceased  (when  it  is  the  custom  for  tho  solicitor  to  attend 
and  read  the  will  in  tho  presence  of  tho  various  relatives 
and  friends  who  may  havo  attended  the  funeral),  is  to  prove 
it  ;  that  is  to  say  to  obtain  a  grant  of  Probate  to  show  evi- 
dence of  his  rights,  although  his  actual  right  under  the  will 
begins  at  tho  date  of  decease.  In  order  to  obtain  this  grant 
he  must  ascertain  the  total  amount  of  Personal  Estate  of 
which  testator  died  possessed. 

By  Personal  Estate  is  meant  all  the  estate  except  Beal 
Property,  and  is  that  which  is  subject  to  Probate.  It 
includes : 

Cash  in  house. 

Household  furniture  and  effects. 

Stocks  or  funds  of  Groat  Britain. 

Foreign  stocks. 

Leasehold  property. 

Bents  of  real  or  leasehold  property  due  at  death. 

Bents  of  leasehold  property  since  death  to  grant. 

Life  assurance  policies. 

Proprietary  shares  in  public  companies  with  dividends. 

Money  out  on  mortgage  and  interest. 

Book  debts. 

Bonds  and  bills. 

Notes  and  interest  thereon. 

Beal  estate  contracted  in  lifetime  of  deceased  to  bo  sold. 

Goodwill,  stock-in-trade,  farming  stock. 

Other  personal  property  (not  included  in  the  above). 

In  the  case  of  items  upon  which  a  value  has  to  be  fixed,  a 
valuation  is  usually  obtained  from  competent  valuers. '  In 
that  of  stock  and  shares,*which  may  be  taken  at  the  medium 
selling  price  of  the  day,  it  is  well  to  have  them  vouched  by*  a 
broker's  certificate.  When  the  whole  of  the  "personalty  arid 
its  value  Ims  been  ascertained,  an  account,  with  particulars, 
should  be  furnished  to  tho  solicitor  acting  for  tho  executors, 
who  will  at  once  prepare  tho  necessary  forms  and  apply  to 
the  District  Registry,  in  which  testator  resided,  or  in  some 
cases  tho  principal  Kogistxyfox  the  Grant  of  Probate,  a&d 
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pfty  the  duty  and  fees  chftigeftble  thereon.  Prior  to  the 
passing  of  the  Probate  Duty  Act,  1881,  the  duty  was  com- 
puted on  a  scale  which  went  by  leaps  and  bounds,  and  the 
total  amount  was  sworn  under  a  certain  figure  which  was 
the  next  leap  above  the  actual  amount. 

By  the  New  Act  referred  to,  all  estates  without  deductions 
for  debts  and  funeral  expenses  that  are  under  the  value  of 
£100  are  exempt  from  duty,  while  those  exceeding  that  sum, 
and  up  to  £800,  are  liable  to  an  even  duty  of  SOs.  Beyond 
£800  and  up  to  £600,  £1  for  every  £50,  or  fractional  part  of 
£60,  from  £600  to  £1,000 ;  2&b.  for  every  £50,  or  fractional 
part  of  £60 ;  and  above  £1,000,  £8  for  every  £100  or  frac- 
tional part  of  £100  to  any  sum.  By  the  old  Act  no  deduction 
was  allowed  for  debts  owinff  by  deceased  in  the  first  instance 
and  the  duty  had  to  be  paid  on  the  gross  estate,  and  a  return 
applied  for  afterwards — ^when  the  amount  was  sufficiently 
large  to  make  it  worth  while — but  under  the  new  Act  deduc- 
tion is  allowed  for  debts  and  funeral  expenses  on  all  estates 
exceeding  £800  in  value  after  such  deduction. 

As  however  an  accountant  is  rarely  called  in  at  this  early 
stage  except  in  largo  and  complicated  estates.  I  do  not  pro- 
pose to  occupy  your  time  by  going  into  the  nocessarv  duties 
that  might  devolve  upon  you  when  employed  for  this  pur- 
pose, for  two  reasons. 

Firstly.  It  has  been  thoroughly  dealt  with  in  an  able  address 
on  this  subject  by  a  member  of  the  Birmingham  Society, 
which  I  should  recommend  you  to  peruse  if  you  have  not 
yet  done  so,  as  you  will  find  it  fully  reported  in  The 
Aeeountani  of  the  28th  April  last,  and,  SeconcUjr.  In  the 
majority  of  oases  that  come  into  our  hands  in  this  district 
Probate  has  been  obtained  and  the  estate  frequently  carried 
on  for  some  time  before  we  are  called  in — in  fact,  m  many 
instances  before  the  necessity  of  employing  an  accountant 
has  actually  been  realised. 

I  will,  therefore,  assume  for  mv  purpose  this  evening, 
that  Probate  has  been  granted,  ana  the  bulk  of  the  estate 
realised  (where  directed  to  be)  before  the  Accountant  has 
been  oalled  in. 

It  will  bo  found  that  perhaps  few  books  have  been  kept  by 
the  executors— possibly  only  a  cash  book — showing  actual 
receipts  and  |»ayment8--8o  as  to  have  some  record  of  the 
transactions,  out  no  ledger,  containing  an  account  of  the 
estate,  which  they  have  to  deal  with,or  in  which  the  entries  of 
the  cash  book  have  been  classified,  so  as  to  ehow  the  neces- 
saijr  particulars  required  to  make  up  the  residuary  account, 
and  also  bank  pass  oook,  cheque  book,  and  a  batch  of  papers 
and  receipts  amongst  whicn  will  doubtless  be  found  a 
iolioitor*s  oill.  I  mention  the  latter  because  it  is  usually 
one  of  the  most  useful  documents  in  the  parcel,  as  a  perusal 
of  it  will  invariably  give  you  a  history  of  the  transactions  of 
the  trust,  and  throw  much  light  on  entries  and  matters 
whioh  you  will  presently  have  to  deal  with. 

With  the  materials  which  I  have  described,  and  the  form 
whioh  has  been  presented  for  probate  which  will  be  most 
Uksly  be  at  the  solicitor's  office,  and  readily  obtainable,  vou 
are  required  to  raise  a  sot  of  trust  books,  separating  capital 
from  income  and  classifying  all  receipts  and  payments  in 
tuoh  a  form  as  will  enable  the  residuary  account  to  bo  easily 
and  aoouralely  prepared. 

Then  oomes  the  question,  what  books  are  necessary  to  be 
ke|»l,  io  as  to  show  a  clear  and  concise  account  of  the  estate 
whic^  has  come  into  the  hands  of  tho  executors,  and  the 
manner  in  which  it  has  boon  dealt  with,  and  what  is  the 
best  method  to  adopt  so  as  to  present  it  in  a  clear,  pithy, 
and  simple  fonn,  at  once  to  meet  the  requirements  of  the 
lesiduMy  account ;  and  be  such  that  executors — ^who  are  not 
piolssiional  accountants — may  be  able  to  refer  to,  and 
undenland  lor  themtelvet,  without  having  to  ask  constantly 
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that  is  necessary  to  attain  the  object  for  which  they  ^are 
designed. 

There  are  some  members  of  our  profession  who  believe  in 
showy,  elaborate,  systems  of  accoimts,  but  I  must  confess 
that  1  do  not  belong  to  that  class.  The  system  therefore 
which  I  have  always  adopted  and  found  sufficient  for  all 
purposes  hitherto,  is  a  simple  one,  and  one  which  I  think 
will  commend  itself  to  your  .approval. 

The  books  required  are  two  in  number,  cash  book  and 
journal  in  one,  and  ledger. 

In  some  cases  the  word  journal  would  fully  describe  the 
first  of  these,  although  it  will  be  found  convenient  to  keep  it 
in  the  form  of  a  cash  book,  as  executors  rarely  keep  cash  in 
hand  if  tliey  are  wise,  most  of  their  receipts  being  paid 
direct  into  the  bank,  and  most  of  their  payments  being  made 
by  cheque,  which  means  crediting  the  account  on  which  the 
receipt  is  derived  and  debiting  the  bank,  or  debiting  the 
account  on  which  the  payment  is  made  and  crediting  the 
bank,  as  the  case  may  be. 

In  the  first  place  it  will  be  found  convenient  to  raise 
the  accounts  in  draft,  as  in  the  process  of  your  work  you 
are  sure  to  meet  with  items  requirmg  explanation  before  you 
can  decide  to  what  account  they  should  be  placed,  or  what 
proportion  may  be  capital  or  what  income ;  and  if  you  do 
not  also  find  it  necessary,  as  you  proceed,  to  make  altera- 
tions and  corrections  in  entries  which  you  may  have  already 
made,  you  will  indeed  be  fortunate  in  having  a  trust  com- 
mitted to  your  care,  in  which  tiie  information  in  your 
possession  is  unusually  complete  and  straightforward.  For 
this  purpose  two  ordinaiy  cheap  books  with  card  or  paper 
backs — both  ruled  alike,  namely,  in  the  form  of  an  ordumry 
cash  book  with  double  cash  columns — ^will  be  found  most 
convenient,  one  for  the  cash  book  and  journal,  and  the  other 
for  the  ledger.  This  form  wiU  be  found  very  suitable  for  the 
ledger,  as  it  will  afford  you  ample  room  to  detail  full  descrip- 
tive particulars  of  the  entries,  which  in  trust  books  is 
indispensable,  as  well  as  separate  cash  columns  for  income 
and  capital.  The  latter  in  the  case  of  investments  and 
personal  accounts  of  settled  legacies  enables  the  capital  and 
income  to  be  dealt  with  separately  in  one  account,  and  so 
obviates  the  necessity  of  having  two  accounts,  and  secures 
the  convenience  of  having  the  whole  matter  in  respect  of  an 
investment  or  settled  legacy  before  you  at  one  opening. 

Having  obtained  those  books,  you  will  find  it  of  great 
service  and  a  saving  of  much  time  and  trouble  afterwards, 
if  you  carefully  peruse  the  Will  and  enter  a  short  abstract  of 
its  provisions  and  dispositions  on  the  fly-leaf  of  one  of  them, 
in  addition  to  such  particulars  as  the  date  of  the  will,  date 
of  death,  date  of  grant  of  probate,  at  what  amount  sworn, 
the  names  and  addresses  of  the  executors  and  trustees ;  and 
where  there  are  legatees  under  age  not  coining  into  the  full 
benefit  of  their  legacies,  until  they  have  attained  their 
majority,  the  dates  of  their  respective  births,  so  that  in  case 
of  a  long  trust  in  which  in  all  probability  you  will  be 
entrusted  with  an  aimual  audit  of  the  accounts,  you  may 
not  lose  sight  of  these  matters,  but  have  all  the  information 
required  readily  at  hand,  without  time  iJter  time  having  to 
wade  through  the  legal  phraseology  of  these  sometimes  lengthy 
documents,  which  must  of  necessity  be  the  case  where  some 
course  of  this  description  is  not  adopted,  as  no  prolessional 
man  in  the  multiplicity  of  business  which  passes  through 
his  hands  can  reasonably  expect  to  commit  to  memory  from 
year  to  year  the  variety  of  provisions  oontained  in  all  the 
wills  regulating  his  trusts. 

When  you  have  done  this,  and  carefully  looked  through 
the  batch  of  papers  to  which  I  have  alluded,  yoc  will  find 
yourselves  tolerably  vrell  apqnainhwi  with  the  i^»«^«"g  points 
of  the  matter  in  hand,  have  a  very  fair  idea  of  the  frame- 
work of  your  task,  and  be  ready  to  eommenoe  raising  the 
necessary  entries  lor  the  basis  of  your  aecoonta. 

You  first  aacerlain  if  the  varioas  iteois  ol  the  estate 
tetamed  in  the  form  lor  probate  are  aoeurato,  and  in  case 
aoj  diffenqee  should  anso  in  consefoenoe  of  infomatiMs 
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which  lapse  of  time  may  have  revealed,  or  from  any  other 
cause,  you  may  make  a  note  of  it. 

You  then  commence  your  cash  hook  and  journal  with 
entries  of  the  personal  estate,  first  crediting  capital  and 
debiting  the  various  accounts  of  which  it  is  composed  in  such 
order  as  you  propose  to  open  them  in  the  ledger,  capital 
account  being  the  first. 

There  is  no  hard  and  fast  line  regulating  the  order  in  which 
they  should  be  arranged,  but  I  have  always  found  it  con- 
venient to  adopt,  as  near  as  circumstances  will  permit,  the 
order  in  which  they  appear  in  tiie  form  supplied  by  the 
Inland  Revenue  for  residuary  account,  as  by  so  doing  the 
latter  account  and  the  schedules  required  to  accompany  it 
can  be  very  quickly  prepared  from  the  books ;  and  in  cose  any 
action  or  suit  is  instituted  against  the  oxocutors,  in  which 
event  this  account  is  usually  taken  as  the  basis  of  operations, 
its  connection  with  the  books  and  subsequent  dealings  with 
the  estate  are  easily  traceable. 

I  do  not  propose  to  occupy  your  time  by  going  through  the 
list  comprised  in  this  account  in  detail,  as  the  form  is  readily 
obtainable  and  an  examination  of  it  will  at  once  supply  the 
details  required. 

When  the  journal  entries  setting  forth  the  personal  estate 
have  been  xnade,  and  posted  to  the  respective  accounts  in 
the  lodger  in  the  order  referred  to,  you  wOl  then  have  got  a 
fair  start,  and  the  capital  account  will  show  the  total 
personal  estate  of  which  the  testator  died  possessed.  If  this 
agrees  with  the  amount  sworn  to  for  probate,  or  at  any  rate 
does  not  exceed  it  to  such  an  extent  as  to  render  the 
executors  liable  to  payment  for  further  duty,  well ;  but  if,  on 
the  contrary,  it  exceeds  the  amount  so  much  as  to  show  that 
insu£Bcient  duty  has  been  paid,  you  should  at  once  com- 
municate with  Uie  solicitor,  m  order  that  he  may  take  the 
necessary  steps  to  pay  the  additional  duty,  and  avoid  any 
trouble  or  complication  which  might  arise  with  the  Inland 
Revenue  authorities  on  the  production  of  the  residuary 
account. 

Having  so  far  proceeded,  it  is  then  necessary  to  complete 
the  capital  account  by  making  the  entries  throu^^  the 
journal  of  real  estate,  and  any  other  estate,  not  included  in 
the  above. 

And  although  the  real  estate  may  be  specificallv  bequeathed, 
it  is  always  well  to  pass  it  through  the  books  by  debiting  real 
estate  and  crediting  capital,  and  when  you  appropriate  the 
estate,  debit  capital  and  credit  the  legatee,  and  debit  the 
legatee  by  a  transfer  from  real  estate  account,  which  will 
close  the  transaction.  By  adopting  this  course  the  books 
will  show  the  disposition  of  the  whole  estate  of  which  the 
testator  died  possessed,  whether  personal  or  real. 

Real  estate,  as  yon  are  aware,  is  chargeable  under  the 
Succession  Duty  Act,  and  is  not  brought  either  into  the 
probate  or  residuary  account,  unless  dircKsted  to  be  sold,  in 
which  case  it  becomes  liable  to  payment  of  residuary  duty 
and  must  be  included  in  the  residuary  account. 

I  now  assume  that  the  whole  estate,  real  and  personal,  of 
which  the  testator  dies  possessed,  has  been  entezed  with  full 
descriptive  particulars  in  the  cash  book  and  journal,  and 
that  the  values  inserted  are  either  the  amounts  actually 
realized  or  vouched  by  valuations  and  certificates  of  com- 
petent authorities ;  that  the  entries  have  been  duly  classified 
and  posted  to  accounts  opened  in  the  ledger  with  each 
investment  in  the  order  I  have  indicated,  and  that  all  the 
entries  of  capital  as  distinct  from  income,  have  been  entered 
in  the  outer  or  capital  column  in  the  ledger  and  those  of 
income  in  the  inner  or  income  column.  I  assume  that  the 
date  which  has  been  affixed  to  all  these  entries  is  the  date  of 
the  death,  and  that  all  rents  and  income  due  and  accrued  at 
death  have  been  apportioned,  as  if  accruing  from  day  to  day, 
and  treated  as  part  of  the  capital  estate  in  accordance  with 
the  Apportionment  Act,  1870;  and  that  the  books  now 
contain  an  account  of  the  whole  of  the  assets  of  the  testator, 
and  show  exactly  the  estate  which  the  executors  have  to 
deal  with. 


The  next  thing  to  be  proceeded  with  is  the  dealing  with 
the  estate,  which  of  course  comprises  the  transactions  of  the 
executors,  and  as  it  consists  entirely  of  receipts  and  pay- 
ments, it  will  appear  in  the  form  of  a  cash  account,  the 
entries  bemg  made  in  the  order  of  date  in  which  the  transao- 
tions  are  effected. 

The  first  entry  will  be  the  cash  in  the  house  brought  from 
the  previous  journal  entries  Iii  liou  of  posting  to  the  ledger, 
then  followixig  on  the  debit  or  receipt  side,  will  come  sums 
received  in  payment  of  book  debts,  proceeds  of  shares  and 
other  investments  realized,  loans  repaid,  &o.,  and  the  like 
which  are  capital  realized,  adso  rents,  dividends,  interest,  Ac. 
received,  which  are  income  and  cheques  drawn  on  the  bank« 
which  in  reality  are  receipts  from  the  bank,  of  moneys 
drawn  out  to  discharge  payments,  and  will  be  bidanced  by 
corresponding  entries  on  the  credit  or  payment  side. 

On  the  credit  side  wiU  appear  all  payments  and  disburse- 
ments made  by  the  executors  in  discharge  of  debts  due  by 
deceased,  funeral  and  testamentary  expenses,  duties  and 
payments  into  bank,  ^e. 

Vouchers  should  be  produced  for  all  these  payments,  and 
where  they  contain  it^ns  incurrred  previous  to  death,  as 
well  as  those  incurred  subsequently,  such  items  dbould  be 
carefully  separated  and  classified,  so  as  to  insure  their 
ultimate  entry  in  the  right  account. 

The  classification  under  which  tiiese  items  are  required, 
will  be  found  under  the  .head  of  payments  in  the  printed 
form  supplied  for  the  residuary  account,  and  are  as  foUows : 

1. — Probate  and  administration,  which  includes  the  du^ 
and  fees  payable  on  the  grant  of  probate. 

2. — Funeral  expenses,  which  mcludes  the  coffin,  hearse 
and  coaches,  interment  fees,  gravestone  or  monument. 
famUy  mourning,  Ac. 

3. — Executoruiip  enenses,  including  valuation  fees,  law 
costs,  accountants*  charges,  travelling  expenses,  cheque 
books  and  the  numerous  expenses  incident  to  the  execution 
of  the  trusts. 

4. — ^Debts  on  simple  contract,  comprising  debts  owing  by 
the  testator,  rent,  taxes,  wages,  &c. 

5. — ^Debts  on  mortgage  (if  any)  with  interest  due  at  death. 

6. — Debts  on  bonds  and  other  securities,  &o. 

7. — ^Pecuniary  legacies. 

Accounts  should  be  opened  in  the  ledger  under  these 
headings  following  those  already  opened,  and  the  various 
payments  previously  and  correctly  classLfiod  in  Uie  cash 
book  duly  posted  to  them  respectively. 

In  posting  the  various  entries  from  the  cash  book  to  the 
ledger,  I  would  here  observe  that  care  must  be  taken  to  post 
all  sums  received  on  account  of  income,  such  as  dividends 
on  shares,  interest  on  mortgages,  rents  on  properties,  Ac.,  to 
the  respective  accounts  opened  with  these  investments  in 
the  ledger,  in  the  inner  or  income  oolumn,  as  well  as  all 
payments  for  repairs,  insurance,  Ac.,  that  may  be  made  on 
account  of  the  properties,  which,  with  very  few  exceptions, 
are  chargeable  against  income. 

We  will  now  suppose  the  cash  account  to  have  been  duly 
completed,  and  extended  for  the  term  of  one  year  from  tiie 
date  of  death,  and  that  the  year  of  grace  allowed  to 
executors  for  realizing  the  estate  having  expired,  they  are 
anxious  to  pay  the  pecuniary  legacies,  taid  make  a  division 
of  the  estate,  where  such  division  is  directed,  or  pay  over 
the  income  to  the  life  tenant,  where  such  a  provision  exists. 
So  far  the  books  contain  the  whole  of  the  estate  which  has 
come  into  the  executors'  hands  and  the  income  received 
during  the  first  year  of  their  administration.  They  also 
contam  the  payments  which  have  been  made  in  dischiurge 
of  liabilities  and  expenses  attending  the  trust.  All  receipts 
and  payments  have  been  carefully  classified  and  postea  to 
the  ledger,  a  trial  balance  has  been  taken  and  the  correct* 
ness  of  the  posting  verified.  A  voucher  has  been  obtained 
for  every  payment  and  carefully  arranged  and  preserved  so 
as  to  be  ready  and  in  order  to  accompany  the  schedules  to 
be  f umished  with  the  residuary  account  il  required. 
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It  will  now  be  necessary  to  make  closing  entries  through 
the  journal  transferring  the  several  accounts  under  the  head 
of  payments,  already  referred  to  viz.,  probate  duty,  funeral 
expenses,  executorship  expenses,  debts.  &c.,  &c.,  to  the  debt 
of  capital  account.  It  will  also  be  necessary  to  transfer  to  the 
debit  of  this  account  any  deficiency  that  may  have  arisen 
in  the  realization  of  investments,  &c.,  or  property  previously 
taken  at  valuations,  as  well  sa  to  place  to  the  credit  of  the 
same  account  any  excess  that  may  have  been  realized  over 
and  above  such  valuations. 

When  all  these  entries  have  been  made,  a  balance  should 
be  struck  and  brought  down,  which  in  the  event  of  all  the 
debts  having  been  paid,  liabilities  discharged  or  provided  for 
and  assets  realized,  will  be  the  nett  amount  of  estate  applic- 
able- to  legacies  and  bequests.  In  cases  where  there  is  still 
a  portion  of  the  estate  unrealized  and  debts  outstanding,  a 
reserve  should  be  made  equal  to  the  amount  at  which  such 
items  have  been  valued  in  the  accounts,  and  may  be  carried 
forward  as  a  balance  only  to  be  divided  when  realised.  In 
the  event  also  of  an  annuity  for  life  being  bequeathed,  either 
a  sum  should  be  separately  invested,  to  produce  the  amount 
of  such  annuity,  or  if  pa.id  out  of  the  income  of  the  estate  a 
sufficient  portion  of  the  capital  should  be  reserved  out  of  the 
residue  to  cover  it  before  division.  Matters  of  this  descrip- 
tion, and  any  special  matter  of  the  nature  of  a  contingent 
liability,  which  often  happens,  having  been  duly  provided 
for,  so  as  to  protect  the  executors  ftom  parting  with  any 
estate  not  absolutely  ascertained  by  realization,  you  may 
proceed  to  apply  the  balance  as  directed  by  the  will. 

First  will  come  pecuniary  legacies,  if  any,  for  which  anv 
entry  should  be  made  through  the  journal,  debiting  capital, 
and  crediting  pecuniary  legacies*  account,  or  each  legatee 
in  a  separate  account,  if  you  prefer  it,  which  account  or 
accounts  will  be  closed  when  the  actual  payment  is  made, 
by  posting  the  cash  to  the  debit.  When  such  legacies  are 
bequeathed  duty  free,  it  will  also  be  necessary  to  provide  for 
the  duty  in  addition  to  the  legacy,  such  duty  to  be  calculated 
on  the  amoimt  of  the  legacy  bequeathea,  in  accordance 
with  the  degree  of  relationship  which  the  legatee  bears  to 
testator.    Husband  or  wife  are  not  subject  to  any  duty. 

To  children  and  their  descendants,  or  to  the  father  or 
mother  or  any  lineal  ancestor  of  deceased,  or  to  the  husbands 
or  wives  of  any  such  persons,  it  is  one  per  cent.  To  brothers 
and  sisters  of  deceased  and  their  descendants,  or  to  the 
husbands  and  wives  of  any  such  persons,  three  per  cent. 
To  brothers  and  sisters  of  the  father,  or  mother  of  the 
deceased  and  their  descendants,  or  the  husbands  and  wives 
of  any  such  persons,  five  per  cent.  To  brothers  and  sisters 
of  a  grandfather  or  grandmother  of  deceased  and  their  descen- 
dants, or  to  the  husbands  or  wives  of  any  such  persons,  six 
per  cent.    To  any  other  person  ten  per  cent. 

It  is  also  provided  that  where  any  legatee  shall  take  two 
or  more  distinct  legacies  or  benefits  under  any  will  or  testa- 
mentary instniment,  which  together  shall  be  of  the  amount 
or  value  of  £20  each,  such  legatee  shall  be  charged  with 
duty,  although  each  or  either  shall  be  separately  under  that 
amoimt  or  value. 

All  legacies  where  the  total  amount  is  under  £20  are 
exempt  from  duty. 

When  the  pecuniary  legacies  and  specific  bequests  have 
been  duly  provided  for,  the  balance  will  be  the  residue  of 
capital. 

It  now  remains  to  close  those  accounts  relating  to  income, 
which  are  the  sums  placed  to  the  credit  of  the  various  invest- 
ments for  dividends,  interest,  rents,  Ac,  less  the  proportion 
accrued  at  death,  which  has  been  already  posted  to  the  debit 
in  the  first  entries  made  in  the  journal  of  testator's  estate  at 
death. 

■The  balance  is  transferred  through  the  journal  by 
debiting  these  accounts  respectively  and  crediting  income 
account. 

The  books  now  contain  in  a  concise  form,  all  the 
information  requisite  to  complete  the  residuary  accounti 


and  the  schedules  required  to  accompany  it,  and  it  will  be 
well  to  make  out  a  statement  of  affairs  showing  such  par- 
ticulars  along  with  the  schedules  as  will  enable  the  solicitor 
to  fill  up  the  form  in  a  few  minutes. 

It  will  be  necessary  to  show  what  property  has  been  con- 
verted into  money,  and  the  date  of  such  conversion,  as 
separate  columns  are  provided  for  money  received  and 
property  converted  into  money;  and  for  the  value  of 
property  not  converted  into  money.  In  the  latter  case,  the 
value  of  the  property  at  the  time  the  account  is  rendered 
is  required,  and  inventories  and  proper  valuations  must  be 
produced,  so  that  care  must  be  taken  to  ascertain  whether 
any  variation  has  arisen  since  the  accounts  were  opened  and 
to  adjust  them  accordingly.  The  shares  not  converted  into 
money  are  to  be  valued  at  the  medium  price  of  the  day  on 
wliich  the  a.ccount  is  dated,  and  if  there  be  shares  in  many 
companies,  it  may  be  convenient  to  insert  the  total  amount 
or  value  in  this  account,  and  annex  a  schedule  of  the  par- 
ticular sharcF.  When  the  various  amounts  are  entered  in 
the  account  under  the  respective  headings  therein  required, 
the  total  of  the  first  column,  in  which  all  property  converted 
into  money  has  been  entered,  is  carried  out  into  column  No. 
2  and  cast  up  with  it,  the  total  being  the  total  of 
property. 

We  now  come  to  the  deductions  for  payments,  which 
include  probate  duty,  funeral  expenses,  executorship 
expenses  ;  debts  under  three  distinct  headings,  viz.  : 
simple  contract  debts,  mortgage  ditto,  and  those  on 
bonds  and  other  securities,  and  then  pecuniary  legacies. 
A  schedule  of  the  debts  signed  by  the  executor  or 
administrator  is  to  be  annexed,  and  the  particulars 
of  any  other  lawful  payments,  and  of  the  funds  and 
other  securities  purchased,  and  inserted  with  the  date  of  such 
purchase.  These  deductions  are  entered  in  an  inner  column 
and  the  total  carried  out,  and  deducted  from  the  total 
property,  leaving  the  nett  amount  of  property  to  be  oarried 
forward  to  the  next  page  of  the  account,  in  column  No.  3, 
in  which  must  be  inserted  and  added  the  accumulations  of 
interest,  dividends,  rents,  &c.,  from  date  of  death  to  date  of 
account,  classified  in  the  manner  therein  described.  From 
this  total  should  be  deducted  payments  out  of  interest  on 
mortgages,  bonds,  legacies,  &c.,  payments  on  account  of 
annuities  and  other  payments  (if  any)  comprising  expenses 
incurred  in  the  management  of  the  trust  estate,  and  cnaige- 
able  against  income  and  a  balance  again  shown.  Then  any 
deductions  from  residue  should  be  taken,  including  debts 
still  due  from  the  estate  (if  any)  and  money  retained  to  pay 
outstanding  legacies.  Wnen  the  account  has  been  carefully 
drawn  in  the  manner  described,  the  balance  will  be  the  nett 
residue,  which,  after  further  deducting  any  portion  thereof 
not  liable  for  duty  or  for  which  duty  is  paid  on  separate 
receipts,  is  the  amount  upon  which  duty  is  chargeable.  The 
residuary  account  in  this  district  is  usually  passed  by  the 
solicitor,  but  if  the  accountajit  is  to  be  of  any  service  in 
furnishing  the  necessary  particulars,  it  is  requisite  that  he 
should  be  thoroughly  acquainted  with  the-  form  in  which 
those  particulars  must  be  presented. 

By  the  Probate  Duty  Act,  1881,  the  residuary  account  for 

Eayment  of  the  one  per  cent,  duty  on  re^idue,  has  practically 
een  abolished,  and  I  have  perhaps  gone  more  fully  into  the 
matter  of  the  residuary  account  than  some  of  you  might 
deem  necessary,  but  as  many  estates  will  yet  come  into 
accountant's  hands  in  which  the  account  will  have  to  be 
furnished,  it  is  well  that  you  should  be  thoroughly  con- 
versant with  its  requirements. 

I  have  thus  far  endeavoured  to  give  you  a  brief  sketch  of 
what  is  required  to  be  done  in  the  preparation  of  executors' 
and  trustees'  accounts.  I  have  not,  by  any  means, 
exhausted  this  very  comprehensive  subject,  as  it  would  be 
futile  to  attempt  to  do  so  in  the  short  space  of  one  paper.  I 
hope,  however,  I  have  succeeded  in  giving  you  some  idea  of 
the  broad  principle  which  should  govern  them,  by  illustrating 
a  simple,  straightforward  case,  and  referring  to  some  of  the 
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f^cnoroJ  duties  and  rcBponsibilitics  attaching  to  this  branch 
of  tho  prolcKsion. 

You  will,  however,  in  tho  course  of  oxpericnee,  meet  with 
many  otii;iiiaUties,  and  matters  requiring  special  treatment: 
Its  you  wilt  rarely  find  two  truats  alilce. 

You  may  be  well  acquainted  with  the  l&w  relating  to  the 
general  principles  of  the  duties  of  trustees,  and  the  occountR 
to  bo  kept  by  them,  but  in  all  ciiscj  the  will  is  paramotmt. 
and  its  directions  must  be  closely  complied  with.  And,  as  it 
may  be  almost  as  truthfully  said  of  wills  as  of  faces  that 
there  no  two  alike,  it  requires  much  judgment  and  common 
sense,  in  addition  to  a  knowledge  of  figures,  to  w^rk  out 
equitably  and  to  a  succesaful  issue,  the  various  crotchets  and 
dispositions  which  ore  often  cviaced  in  these  interesting 
documents. 

I  must  now  draw  my  paper  to  a  close,  as  I  feel  that  I  havo 
occupied  your  time  sufficiently  long,  although  I  am  aware 
that  I  have  left  many  important  mattera  relating  to  my 
subject  unin  trod  need. 

In  conclUHioD.  I  will  simply  repeat  and  supplement  what  I 
have  already  hinted  at :— That  in  addition  to  a  knowledge  of 
the  law  and  tiguros  affecting  the  accounts  oC  executors  and 
trustees,  you  must  expect,  as  trust  after  trust  comes  into 
your  hands,  to  have  to  grapple  with,  and  decide  upon, 
questions  which  have  never  arisen  before,  and  j;ou  must  ho 
prepared  to  exercise  such  judgment  and  foresight  as  will 
enable  you  to  comprehend  the  exact  nature  of  tlio  position, 
and  deal  with  it  promptly. 

You  may  read  all  the  books  in  the  world  on  this,  or  that, 
mctliod  of  keeping  accounts,  and  bo  acquainted  with  all  the 
elaborate  theories  and  systems  in  existence,  but  if  you  wish 
to  be  useful  and  serriceablo  to  your  clients,  and  succeed  in 
tho  sphere  of  life  which  you  havo  chosen,  you  must  also  bo 
practical,  patient,  persevering,  and  accurate,  both  in  prin- 
cipal and  detail,  and  if  you  possess  these  qualities  in 
conjunction  witli  that  intuitive  capacity  for  accounts  which 
makes  you  love  your  work  and  wa^e  through  its  dry  details 
with  interest,  you  will  not  only  be  a  credit  to  the  crofcssion 
to  which  you  arc  attached,  but  a  benefit  to  Che  community  at 
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Question  1.   Add  up   tabulated    ehcct  which    will   bo 
presented. 

Question  2.  What  is  the  "  Cash  Book,"  and  what  should 
il  show  at  any  time  ? 

Answer.  Tho  cash  book  is  a  principal  book  of  account ;  it 
should  record  all  transactions  of  a  cash  nature.  In  the 
term  cosh  is  comprised  bank  receipts  and  payments. 
It  should  at  any  time  show,  the  amounts  of  cash  in 
hand  and  at  bonk. 

Q.  3.  What  is  tho  Journal? 

A.  The  journal  is  tho  other  principal  book  of  account,  and 
is  used  to  record  all  tho  transactions,  other  than  cash. 
It  ia  a  generic  term  and  in  many  cases  is  replacod  by 
sectional  books  such  as  bought  book,  sold  book,  bills 
book,  adjustment  book,  etc.,  which  books  are  books  of 
original  record. 

Q.  4.  What  is  the  "  lodger,"  and  what  should  it  show  at 
any  time. 

A.  The  ledger  is  an  indiced  analysis  or  analysed  index  of 
the  traders  business  tran tactions.  It  should  show  (I) 
the  position  of  the  trader  with  his  debtors  Emd  creditors 
(calfcd  personal  accounts).  (2.)  The  various  sub- 
divisions of  the  traders  own  account,  such  as  wages, 
goods  bought  and  sold,  trade  charges,  &c.,  (called 
nominal  Evccounts).  {3.)  Tho  private  accounts  of  the 
liodcr,  such  OS  capital,  drawings,  Jtc. 
For  Antwer  S  tet  latlpagt. 
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Q.  5,  Af  cm  1ft  Daeember,  1888,  prepan  for  the  Binning- 
h*m  Gun  Comptaijt  Limited,  ft  Bill  of  Ezclmnge  at  two 
monthi,  in  favoor  of  John  Jackson,  upon  the  Aldenhot 
Ordnance  Company,  Limited,  for  £1,000 ;  aecept  and  make 
it  payable  at  the  Ixmdon  and  Woitminster  Buak,  Limited, 
Lothhury,  London,  £.0.    State  what  if  the  proper  stamp. 

A,  5,  10  Deansgate,  Binninghanu 

1ft  December,  1688. 

Two  months  after  date  pay  to  John  Jaokfon,  Esq.,  or 
order,  the  fum  of  One  thoueand  ponndf  for  Taloe 
received. 


The  Birmingham  Gun  Company,  Limited. 

Edward  T.  Jones,  Secretary. 
To  the  Aldershot  Ordnance  Company,  Limited, 
25,  Cannon  Street,  London,  E.C. 
The  bill  must  have  the  acceptance   written  across  as 
follows,  "  Accepted,  payable  at  the  London  and  Westminster 
Bank,  Limiteo,  Lotnbuzy,  London,  E.C.    Aldershot  Ord- 
naaee  Company,  Limited. 


William  Smith, )  r^.      . 
Edwaid  Jones,  |I>«»c*o"- 

fPl..<^.MAa    ^im  ii  ■■■■■        ** *■ '* 


Thomas  Brown,  Secretary, 
and  must  bear  a  Ten  shilling  stamp. 


Q,  8.  T.  Wilson  bought  from  J.  Thompson,  100  tons  of 
Iron,  at  fiOs.  per  ton,  less  2^  per  cent,  oiscount.  Prepare 
invoice. 

A.  8.  Bristol, 

Mr.  T.  WilMMi.  17th  December,  1888, 

Bought  of  J.  THOMPSON, 

Iron  Merchant. 

£   B.  d. 

100 Tons  IffOD  si SOt t..i 9B0    0    0 

Ij«M9|dlieoant  « ».<...     0   6   0 

M8  15    0 


Q.  0.  Show  how  the  foregoing  transaction  should  appear 
in  their  respective  ledgers.    Personal  accounts  only. 

A.  0.  "t."  wiLSON'SLEDGERi  " 

Dr.  J.  Thompson.  Cr, 

lOOBi  M    ■•  d.  18BB.  M     ■.  d. 

nihDoe.  To  aiMOimt     0   6   0      nih  Dec.  Bj  iron  ....  KO  0  0 
OIM     n    BslM.forwd.  M0  16   0 

4IB0   0   0  JVO   0   0 


1884. 
1  Jan.  Bjbsleo.dowB  MS  16    0 


Dr. 


J.  THOMPSON'S  LEDGER. 
T.  Wilson. 


Cr. 


1888.  M     B.  d. 

ITtbDoe.    Togoodf  ..  960   0   0 


1888.  £     B.  d. 

ITth  Doe.  By  disci.  . .      6    6   0 
8lBl     n     B7lNa.fowd.  MS  15    0 


1880    0    0 

1881. 

iBt  Jon.    ToBsL  down  948  16   0 


49G0   0   0 


Q.  10.  A.  and  B.  entered  into  partnership  on  Ist  June, 
1888.  A.paidin£10,000andB.£5,000toBullionABlount,their 
bankers.  Their  first  cash  purchase  was  business  premises 
at  £7,000.  They  are  now  at  the  end  of  sis  months'  trading, 
and  their  sales  have  been  £41,000,  all  still  owing  for,  subject 
to  2}  per  cent,  discount.  Their  purchases  and  trade  expense 
have  been  £89,000  not,  none  of  which  have  been  paid  for. 
The  stock  in  hand  is  now  valued  at  £8,000.  Each  partner  im 
entitled  to  6  per  cent,  interest  on  his  capital,  and  sabjeet 
thereto  they  share  the  profits  equally. 

ii.)  Prepare  ledger  accounts  only, 
ii.)  Prepare  balance  sheet  as  on  1st  December,  1868. 


1  Dr. 
ino. 

Deo.  1,  To  balsaeo  torwsid 


A.— CAPITAL    ACCOUNT. 


.% 


M 
19,060 


d. 
0 


419,060   0   0. 


1888.  fo. 

Jono  1,  By  osah      , 1 

Doo.  1,  „    inlerosl  on  cspitel 8 

n    1,  H    Piofll  and  Ijobs,  holf  yosrs  profit. .       . .  8 

19,060   0   0. 
Doe.  1,  By  bolonoo  down 


Cr, 

M     B.  d. 

10,000    0    0 

960    0    0 

1,800    0   0 

19/160    0   0 


8  Dr. 

1888. 

Doo,  1,  To  balsaoo  forward 


B.-CAPITAL    ACCOUNT 


J         B.  d. 

0,996    0    0 


0   0 


1888.  fo. 

Jono  1,  By  csah 1 

Doo.  1,    w    intorosi  oo  Capitol 8 

n    1,    n    profit  and  loss,  half  yoan  profit . .       . .    8 

40,996    0    0 
Doo.  1,  by  balanoo 


Cr. 

£       8.d. 

6/X»    0    0 

195    0    0 

ijsao  0  0 

0,995    0    0 


BULLION  AND   BLUNT,   Bahkbbs,— (If  BANXiMa  Account  posted  to  LxDonm). 


8  l>r. 

1888.  lo. 

Jsao,  1,  TO  ooah . .    1 


Dm,  1,  To  balsaoo 
4  Dr. 


416JB00   0   0. 


£         B.  d. 

16J0OO   0   0 


8.000   0    0 


1888*  io. 

Janol,Byeaah      1 

Door.l,N    balanoo  forward       

in6,000   0   0. 


Cr. 

£  B.  d. 
7.000  0  0 
8,000    0    0 


iOMl«Tooaah 1 


PUBCHASE    OF    PREmSES. 
io.  ^      B.  d.  I 

0  1 


Dr. 


7,000   0 


6Dr^ 

1888* 

Doo.  I,  To  parobasoo 
,.   1,  w  profit  and  loss 

H   l»To  balanoo 
6  Dr. 


GOODS    ACCOUNT. 


JM/m  0  0. 


fo. 

0 

8 


£       B.  d. 

874X10    0   0 

7.000   0   0 

8.000   0   0 


1888. 
Doo.l,ByBalos 
•    1    • 


io. 
7 


Cr. 
£       a.  d. 
414100    O    0 
0    0 


£444100   0   0. 


SUNDRY    CREDITORS. 


I  1888.  to. 

I  BySondrlas ^.       .,  ..    6 


TDf. 
1888. 


SUNDRY    DEBTORS. 
l>oo.l,TB8andHeB 6  41,000   0   0  | 


Cr. 

£       B.  d. 
8B4M»   0    0 

Cr. 


(7b  be  eonliiMied.) 
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MABGH  1,  1884. 
accountants'   students'   SOCIETIES. 

Among  these  very  useful  institutions,  to  Birming- 
ham must  be  given  the  honour  of  being  pioneer  in 
the  movement,  and  Nottingham  is  the  latest 
addition  to  the  ranks.  Perhaps  it  will  not  be 
deetned  out  of  place  to  give  a  brief  resunU  of  their 
proceedings  from  the  commencement,  and  readers 
can  then  see  the  usefulness  of  their  operations,  and 
the  desirability  of  enrolling  themselves  as  members 
where  they  have  an  opportunity  of  so  doing. 

We  give  them  in  the  order  in  which  they  were 
formed : — 

(1)  Birmingham.  This  society  was  inaugurated 
on  the  5th  Oct.,  1882,  when  the  President,  Mr.  E, 
Carter,  F.C.A.,  delivered  a   general   address   on 


Accountancy.  Since  then  lectures  have  been  given 
by  Mr.  Gibson,  on  the  Companies'  Acts;  Mr. 
Slocombe,  on  Auditing;  Mr.  W.  N.  Fisher,  on 
Trustees  and  Liquidators;  Mr.  Caldecott,  on 
Executors'  and  Trustees'  Accounts;  Mr.  H.  S. 
Smith,  on  Interest;  Mr.  L.J,  Sharp,  on  Bankruptcy; 
Mr.  Carter,  on  How  to  Open  a  Set  of  Books ;  and 
Mr.  A.  Edwards,  on  Bills  of  Exchange. 

(2)  Manchester.  The  inaugural  meeting  was  held 
on  the  12th  February,  1883,  when  Mr.  A.  Murray 
delivered  the  usual  general  address,  and  since  that 
date  Mr.  Trevor  has  lectured  on  Book-keeping  and 
Auditing;  Mr.  Carse,  on  The  Companies'  Acts; 
Mr.  Guthrie,  on  Depreciation  and  Sinking  Funds ; 
Mr.  Piggott,  on  The  Science  of  Insurance ;  Mr. 
Thomas,  on  Death  Duties — Old  and  New;  Mr. 
Brooks,  on  Building  Societies ;  and  the  President 
(Mr.  Murray)  on  Income  Tax  Practice.  In  addi- 
tion, a  discussion  was  held  on  Mr.  Guthrie's  paper, 
on  Depreciation  and  Sinking  Funds. 

(3)  In  Liverpool,  Mr.  Chalmers,  as  President, 
deUvered  his  inaugural  address  on  the  28th  Feb- 
ruary, and  since  then  members  have  been  favoured 
by  lectures  on  the  following  subjects  : — ^Arbitration, 
by  Mr.  Cariss;  Bankruptcy,  by  Mr.  Sheen;  The 
Belation  between  Accountants  and  their  clients,  by 
Mr.  Banner ;  and  Balance  Sheets  by  Mr.  Jackson. 

(4)  London,  which  usually  takes  the  lead  must 
in  this  instance,  put  up  with  fourth  place,  the 
inaugural  meeting,  under  the  presidency  of  Mr.  F. 
Whinney,  being  held  on  the  24th  April,  and  the  fol- 
lowing gentlemen  have  given  lectures : — Mn  Welion, 
on  the  Liquidation  of  Estates,  otherwise  than  in 
Bankruptcy ;  Mr.  Pixley,  on  Auditing;  Mr^  BUes- 
man,  on  the  Qompanicig'  Acta ;  Mr.  Chadwick^  on 
the  Duties  of  a  iProfessioniJ  Anditoc;  Mc.  Sktoti 
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on  Arbitrations  and  Awards  ;  Mr.  Goode  (for  Mr. 
Bingwood)  on  Partnership  Law.  A  debate  has 
also  been  held  on  the  Duties  of  an  Auditor  to  a 
Public  Company. 

(5)  Bristol.  The  inaugural  meeting  of  this 
society  was  not  held  till  the  27th  September  last, 
under  the  presidency  of  Mr.  Clarke,  and  the  only 
further  business,  so  far  reported  was  of  a  mock 
creditors  meeting  in  October. 

(6)  Sheffield.  Mr.  Short  presided  at  the  in- 
augural meeting  on  the  3rd  October,  and  lectures  were 
delivered  by  Mr.  Shuttleworth  on  Beceivers,  and 
Mr.  Hawson,  on  Executors  and  Trustees'  Accounts  ; 
and  lastly 

The  inaugural  meeting  of  the  Nottingham  and 
Midland  Counties'  Accountants'  Students'  Associa. 
tion  was  held  on  the 

when  the  president,   Mr.    Mellors,    delivered    an 
address. 

Other  meetings  may  have  been  held  in  the  ear- 
lier stages  of  the  movement,  which  have  not  been 
reported  in  this  paper,  and  meetings  have  of 
course  been  held  since,  which  we  have  not  yet  had 
time  or  space  to  give  details  of,  but  full  reports  of 
all  the  proceedings  will  be  found  in  the  numbers 
of  this  paper  issued  between  the  1st  May,  1883, 
and  1st  February,  1884. 

As  this  paper  is  the  only  one  giving  full  reports 
of  these  meetings,  we  think  some  concerted  action 
should  be  taken  by  the  committees  of  the  various 
societies  to  arrange  for  the  transmission  of  the 
manuscript  of  all  lectures  delivered  to  them,  for 
due  insertion  in  our  columns  ;  and  further,  we  are 
willing  to  arrange,  with  the  due  consent  of  the 
authors  and  a  guaj*antee  of  the  various  societies 
to  take  a  minimum  number  of  copies,  to  re-publish 
in  pamphlet  form,  uniform  in  size  and  style,  all 
lectures  which  so  appear ;  these  could  afterwards 
be  bound  up,  and  form  a  handy,  useful,  and 
instructive  volume. 

Now  that  Accountancy,  is  on  its  trial  before  the 
commercial  world,  it  behoves  all  persons  qualifying  to 
enter  its  ranks  to  make  redoubled  efiforts  and  strain 
every  nerve  to  so  fit  themselves  for  their  future 
da  ties,  that  when  they  enter  the  ranks  of  the  noble 


army  of  *'  Martyred  Accountants,"  as  a  corres- 
pondent to  our  contemporary.  The  Accountant, 
suggested  they  should  now  style  themselves, 
their  knowledge  of  their  duties  and  proper  qualifi- 
cations for  the  task  they  have  undertaken  may  be 
patent  to  all  the  world.  In  no  way  is  information 
more  agreeably  and  speedily  acquired  than  by 
lectures  and  discussions  thereon,  and  we  advise 
the  committees  of  these  societies  to  arrange  for 
lectures  and  discussions  on  subjects,  as  varied  as 
possible,  which  will  be  useful  to  students  preparing 
for  examination. 


BOOK-KEEPING — Conttfiiied. 

The  Indirect  System. 

The  eighteen  volumes  in  question  contain  more 
particulars  than  the  two  books  in  which  their 
respective  contents  are  condensed,  and  therefore, 
while  they  remain  books  of^briginal  record,  they 
aie  not  books  of  account,  but  only  books,  which 
supplement    the    information    contained    in   the 
principal  books  of  account,  and  to  which  they  are 
subsidiary.      They,    are  therefore,  described    as 
"supplemental"  or  "subsidiary"  books  under  the 
indirect  system.    The  process  of  balancing  under 
this  system  is  the  same,  except  that,  instead  of 
obtaining  monthly  totals,  we  have  to  deal   with 
daily  ones  for  our  contras,  and  we  have  further  to 
contend  with  the  disadvantages  of  duplication  and 
increase  of  labour  and  increased  difficulty  in  tracing 
the  original  record  of  a  transaction. 

The  Combined  System. 

Let  it  now  be  assumed  that  the  cash  book  is> 
divided  into  two  volumes  as  mentioned  under  the 
direct  system,  and  that  the  postings  are  made 
from  the  entries  therein  contained,  while,  the 
journal  being  divided  as  mentioned,  under  the 
indirect  system,  the  entries  contained  in  the  bought 
and  sold  books  are  posted  direct,  and  those  con- 
tained in  the  remaining  books  are  collected  and 
condensed  in  another  book,  whence  they  are 
posted.  We  should  then  have  the  cash  section 
and  the  goods  section,  as  books  of  original  record 
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and  of  account,  they  being  sectional  or  divisional 
books,  while  the  remaining  volumes  would  be  books 
of  original  record,  but  not  of  account,  which  books 
would  be  supplemental  and  subsidiary  to  the 
volume  used  in  their  stead,  for  posting  purposes. 

Another  System. 

We  purpose,  later  on,  dealing  with  still  another 
system,  but  before  so  doing,  it  is  necessary  to 
complete  the  work  relating  to  the  simple  forms  of 
double  entry. 

Balancing  the  Books. 

When  all  the  postings  are  completed,  it  is 
necessary  to  ascertain  whether  the  books  (ledgers) 
balance. 

In  order  to  do  this,  every  account  must  be  cast 
up  on  both  sides,  and  the  result  dealt  with  in  one 
of  two  wajrs,  that  is,  either  we  must  put  down  on 
sheets  of  paper  the  total  debit  and  the  total  credit 
of  each  account,  in  distinct  columns,  until  we  have 
exhausted  the  ledgers,  by  treating  each  account  in 
like  manner ;  or  we  must  deduct  the  smaller  total 
from  the  larger,  and  put  down  the  difference  thus 
appearing  in  each  account,  in  the  debit  or  credit 
column  of  such  sheets,  ignoring  those  accounts  on 
which  no  balance  remains. 

The  former  method  is  called  a  '*  Trial  casting," 
the  latter  a  ''  Trial  balance." 

Each  method  has  its  advantages  and  its  disad- 
vantages, to  which  reference  will  be  duly  made. 
It  must,  however,  be  borne  in  mind,  that  under 
the  modern  methods  the  contras  of  each  are  posted 
as  they  are  in  the  journal  entries,  so  that  when  we 
want  to  balance  we  have  to  regard  the  cash  book  as 
part  of  the  ledger,  because  we  obtain  by  the 
balances  shown  in  the  cash  book,  as  in  hand,  or 
overdrawn,  the  equivalent  of  the  contras  required 
to  maintedn  a  perfect  balance.  For  instance, 
if  we  have  received  £10,000  and  paid  £8,000,  it  is 
evident  that  the  receipts  would  be  carried  to  the 
credit  of  the  apportionate  accounts  in  the  ledger, 
and  the  payments  to  the  debits  of  the  apportionate 
accounts.  Our  ledger,  therefore,  would  not  balance 
there,  and  would  be  £200  more  to  the  credit  than 
to  the  debit,  and  that  £200,  we  find,  on  turning  to 


the  cash  book,  as  in  hand  (that  is  a  debit). 
Under  modem  methods,  therefore,  the  balancing 
would,  in  this  instance,  come  out  as  follows: — 


Ledger  Debits. 
^  £8,000 
Cash  in  hand  £2,000 


Ledger  Credits. 
£10,000 


£10,000 


£10,000 


Whereas,  under  the  old-fashioned  method  of 
literally  giving  a  debit  for  each  credit  and  vice  versa 
we  should  find — 


Ledger  Debits. 
Accounts   ..     £8,000 
Cash  contras  £10,000 


Ledger  Credits. 
Accounts      £10,000 
Cash  contras  £8,000 


£18,000 


£18,000 


.  Trial  Balance. 

This  is  the  more  usual  method,  and  consists,  as 
already  stated,  of  taking  out  only  those  accounts 
on  which  a  balance  remains,  ignoring  those  which 
are  closed. 


THE   INSTITUTE  OF  CHARTERED    ACCOUNTANTS 
IN    ENGLAND    AND    WALES 


At  a  special  meeting  of  the  council,  held  at  the  offices  of  the 
Institute,  8,  Copthall  Buildings,  E.C.,  on  the  6th  February 
the  following  applicants  were  admitted  Associates  : — 

Batson,  Chablbs  Bichabd  Tublbt,  Liverpool,  London, 

and  Globe  Chambers,  Birmingham. 
Babxeb,   Habby,  clerk  to  Henry  Ball,  149,  Pahnetston 

Buildings,  Old  Broad  Street,  E.C. 
Bbown,  Bobebt    Waltbb.  clerk  to  Grey,  Prideaux  & 

Booker,  48,  Lincoln's-Inn-Fields,  W.C. 
GoDFBEY,  Hekbt,  clcrk  to  F.  B.  Smart  &  Co..  63,  Cannon 

Street,  E.C. 
Htlakd,  Fbank,  clerk  to  James  ft  Edwards,  66,  Coleman 

Street,  E.C. 
JoHBS,   Heivby  John,  clerk  to  John  Jones,  41,  Foregate 

Street,  Worcester. 
Stobeb,  EDwm,  clerk  to  Halliday,  Pearson  &  Co.,  20, 

Booth  Street,  Manchester. 
WooDWABD,  Habby  Fbank,  dezk  to  Carter  ft  Carter,  88, 

Waterloo  Street,  Birmingham. 
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BRISTOL    ACCOUNTANTS'    STUDENTS' 

ASSOCIATION. 


EXECUTORS'  AM)  TRUSTEES'  ACCOUNTS. 


The  fourth  general  meeting  of  this  Association  was  held 
at  Albion  Chambers,  Bristol,  on  Thursday  evening  the  13th 
of  December,  1883,  Mr.  Frank  N.  Tribe  in  the  chair. 

After  the  formal  business  of  the  meeting  had  been  com- 
pleted, the  Tice-piesideni,  (Frederick  A.  Jenkins,  Esq., 
F.C.A.),  read  the  following  paper  upon  "Trustees'  and 
Executors*  Accounts." 

It  may  i^pear  at  first  sight  rather  superfluous  and  rather 
pieeamptuous  to  attempt  to  submit  anjrthing  to  you  this 
evening  on  the  subject  of  Executors'  and  Trustees*  Accounts, 
after  the  very  comprehensive  and  exhaustive  paper  read 
before  the  Birmingham  Accountants*  Students'  Society,  by 
Mr.  Holt  Caldicott,  on  the  8rd  of  April  last,  and  which  is 
fully  recorded  in  the  Accountants*  Stitdents*  Journal  of 
August  and  September,  when  your  indefatigable  secretary, 
much  to  my  own  astonishment,  succeeded  in  extracting  a 
promise  from  me  to  take  this  part  in  the  work  of  your 
society.  I  was  not  aware  that  a  lecture  had  already  been 
delivered  on  t\us  subject,  or  I  should  have  hesitated  a  good 
deal  before  fixing  upon  it  for  myself,  as  it  certainly  appears 
to  me  that  after  Mr.  Caldicott's  paper,  very  little  more  can 
be  said  on  the  general  principles  which  should  guide  us  in 
the  management  of  estate  accounts,  as  they  are  ordinarily 
brought  before  us ;  but,  inasmuch,  as  no  two  estates  present 
piecisely  the  same  features,  and  therefore  all  cannot  be 
treated  in  exactly  the  same  way  in  working  out  their  details, 
I  have  thought  it  would  be  interesting  and  useful  if  we  were 
on  the  present  occasion,  instead  of  travelling  over  ground 
already  well  coursed,  to  assume  that  the  paper  to  which 
I  have  referred,  has  been  carefully  read  and  studied,  and  to 
direct  attention  to  one  or  two  side  issues  connected  with  this 
branch  of  our  profession,  which  from  time  to  time  force 
themselves  upon  our  attention  in  the  prosecution  of  our 
duties  as  Accountants  to  Executors  and  Trustees. 

The  little  time  I  have  had  at  my  disposal,  prevents  my 
presenting  this  subject  to  you  at  any  great  length ;  but  this 
will  be  to  your  advantage,  as  it  will  give  a  better  opportunity 
for  discussion  afterwards  on  any  point  which  may  be  referred 
to  or  omitted.  I  should  like,  however,  in  the  first  place,  to 
be  permitted  to  supplement  Mr.  Caldicott's  remarks  on  the 
best  way  of  keeping  executorship  accounts,  and  to  give  the 
result  of  my  own  experience  as  to  the  most  convenient  form 
to  be  adopted  in  reference  thereto. 

Let  us  suppose  then,  that  bH  difficulty  in  reference  to  the 
inventory  and  valuation  for  probate  have  been  surmounted, 
and  that  we  have  before  us  a  complete  list  of  the  property 
possessed  by  the  testator  at  the  time  of  his  death.  This  list 
embraces  personal  and  real  estate,  (that  is  assuming  our 
testator  to  nave  been  so  fortunate  as  to  possess  both),  and  we 
shall  therefore  oommenoe  our  ledger  by  opening  two  prin- 
cipal or  capital  accounts,  to  be  called  respectively  "The 
Personal  Estate  "  and  the  "  Real  Estate  "  account.  On  the 
credit  sides  of  these  accounts,  we  shall  now  enter  all  the 
testator's  property  of  which  we  have  obtained  any  informa- 
tion, and  debit  the  respective  personal  accounts  which  will 
follow  these  capital  accounts  in  the  ledger.  Money,  mort- 
gages, bonds,  and  securities  of  a  fixed  amount,  will,  of  course, 
be  entered  at  those  amounts,  and  shares  or  stocks  of  a 
fluctuating  value,  can  be  put  down  at  the  price  at  which 
they  wece  valued  for  probate. 


It  will  be  well  to  arrange  all  these  different  items,  as  well 
as  the  personal  accounts,  in  the  same  order  in  which  tlicr 
appear  in  the  form  of  residuary  account,  with  which  you 
will  have  hereafter  to  deal,  as  you  will  then  have  less  trouble 
in  filling  up  that  account,  or  in  preparing  the  schedules  to 
accompany  it.    The  next  accounts  to  be  opened  still  follow- 
ing the  order  of  the  residuary  account,  will  be  those  relating 
to  the  payments  out  of  the  estate,  such  as  probate  duty 
expenses,  funeral  expenses,  executorship  expenses,  debts  and 
legacies,  all  of  which  are  mainly  composed  of  items  posted 
from  the  cash  book,   the  exception  chiefly  being  specific 
legacies,    which    are  simply  transfers  from    the    personal 
accounts,  and  legacies  directed  to  be  held  in  trust,  the 
amount  whereof  is  debited  to  the  account  of  legacies,  and 
credited  to  an  account  with  the  parties  for  whom  it  is  held. 
The  income  accounts  will  now  occupy  our  attention.*  In 
large  estates  it  is  very  desirable  to  open  separate  accounts 
from  the  income  derived  from  the  various  sources  in  the 
residuary  account,  crediting  all  income  as  it  becomes  due  on 
each  investment,  and  debiting  the  individual  personal  ac- 
counts therewith,    Fxed  interest  due  at  specified  times  should 
be  credited  on  the  day  it  is  due,  but  variable  dividends  can 
be  more  conveniently  kept  in  proper  order  by  crediting  them 
on  the  day  they  are  payable,  and  stating  the  period  in 
respect  of  which  they  are  due.    All  these  several  income 
accounts  can    be    periodically — say  once   a  year,  on  the 
anniversary  of  the  testator'sSdeath — transferred  to  a  genetsJ 
income  account,  and  the  balance    be    then    divided   and 
credited  to  beneficiaries,  who  may  be  entitled  to  it.    Of 
course  separate  accounts  will  also  have  to  be  kept  of  income 
arising  from   investments    specifically    bequeathed,  or  on 
investments  made  for  any  special  purpose  as  may  be  directed 
by  the  Will,  and  which  income  ^nll  oe  paid  over  from  time 
to  time  to  the  proper  recipient. 

With  the  capital  and  mcome  accounts  thus  arranged,  no 
difiiculty  will  be  experienced  in  filling  up  the  xesiduaiy 
account,  and  when  that  is  done,  and  proper  value  put  to  all 
the  various  investments  and  securities,  the  individual  personal 
accounts  of  the  properties,  can  be  debited  or  credited  as  the 
case  may  be,  with  any  difference  between  the  value  as 
entered  in  the  residuary  account,  and  that  appearing  in  the 
ledger,  the  same  difference  being  debited  or  credited  to  the 
capital  account  to  which  it  belongs,  the  figures  in  the  ledger 
representing  the  value  of  the  respective  properties,  will  thus 
correspond  with  the  value  entered  in  the  residuary  account. 

The  totals  of  the  various  accounts  of  expenditure  vrill  then 
be  transferred  to  the  debit  of  the  personal  estate  account,  or 
to  the  real  estate  account,  if  any  of  the  payments  are 
properly  chargeable  thereto,  and  the  ultimate  Uhlance  of 
these  capital  accounts  will  both  be  carried  to  another 
account  to  be  called  the  "  Residuary  Estate  Account,"  the 
total  of  which,  wUl  thus  be  the  same  as  the  balance  of  the 
capital  portion  of  the  residuary  account,  the  duty  eventually 
paid  on  this  amount  will  be  debited  thereto. 

In  carrying  off  the  total  of  executorship  expenses,  or  of  any 
of  the  other  accounts  where  all  claims  have  not  been  dis- 
charged, it  will  be  found  convenient  to  transfer  a  sum 
sufficient  to  cover  not  only  what  has  been  actually  paid  up 
to  that  time,  but  also  a  reserve  for  outstanding  debts,  or  an 
estimate  for  charges  not  yet  ascertained.  Any  surplus  thus 
provided  for,  will  be  carried  down  in  the  ledger  to  tne  credit 
of  the  account  concerned,  and  any  future  payment  will  be 
charged  against  it. 

If  annuities  are  left  by  the  Will,  duty  has  to  be  paid 
thereon  on  a  separate  form,  and  the  value  of  the  life  interest 
ascertained  for  that  purpose,  will  be  deducted  at  the  end  of 
the  residuary  account. 

To  make  the  ledger  agree  vrith  this  operation,  a  like  sum 
should  be  retained  to  the  credit  of  the  personal  estate 
account,  before  the  transfer  of  the  balance  thereof  to  the 
residuary  estate  account — this  reserve  will  be  transferred  to 
the  latter  account  when  the  life  drops,  and  the  annuity 
oomes  to  an  end. 
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The  income  account  kept  in  the  way  ahready  suggested, 
will  also  readily  show  the  figures  to  he  inserted  in  the 
residuary  account,  and  the  duty  paid  on  the  balance  of 
income  will  be  charged  to  the  geueral  income  account, 
which  will,  after  the  transfers  from  the  various  subsidiary 
income  accounts,  show  the  same  balance  as  the  income 
portion  of  the  general  account,  with  the  exception,  perhaps, 
of  any  interest,  or  cash  in  hand,  which  may  have  to  be 
accounted  for,  but  which  may  not  have  been  actually  earned 
by  the  estate,  a  red  Ink  memorandum  made  in  the  ledger 
will  explain  this  difference. 

It  will  be  observed  that  the  object  of  the  foregoing 
arrangement  and  treatment  of  the  capital  and  income 
accounts,  is,  that  the  personal  estate  account  may  show  the 
property  in  respect  of  which  probate  was  originally  granted 
at  the  value  then  attaching  to  it,  and  that  the  residuary 
estate  account  and.  income  account  may  also  show  the  exact 
amount  on  which  duty  has  been  paid — very  much  time  and 
trouble  will  be  saved  in  after  years  by  one  thus  being  able  to 
identify  the  residuary  account  with  the  various  accounts  in 
the  ledger. 

Specific  legacies  should  be  brought  into  the  personal  estate 
account  at  the  ascertained  value  for  duty,  and  subsequently 
charged  on  the  other  side  amongst  the  legacies,  the  specific 
legatee  being,  of  course,  credited  by  a  transfer  from  the 
account  of  specific  legatees,  and  debited  by  a  transfer  from 
the  account  of  the  property  so  specifically  bequeathed. 

The  filling  up  of  the  various  forms  for  paying  annuity 
succession  and  other  duties,  is  a  simple  matter,  and  one 
which  a  little  careful  studv  of  a  book  Uke  Gorrie  Hudson's 
Guide,  to  the  payinent  of  legacy,  and  succession  duties,  will 
enable  us  to  do  without  difficulty. 

Applications  for  a  return  of  probate  duty  on  the  ground  of 
debts,  (to  a  great  extent  rendered  now  unnecessary,  owing  to 
a  deduction  in  respect  thereof  being  allowed  when  probate  is 
granted),  or  on  the  ground  of  an  over-value  of  the  estate  in 
the  inventory  taken  for  probate,  as  well  as  for  payment  of 
duty  on  property,  as  discovered  in  the  first  place,  are  made 
on  certain  forms,  examples  of  which,  and  mstructions  for 
filling  up  which  may  also  be  found  in  the  book  above 
referred  to  but  these  applications  are  frequently  considered 
by  the  solicitor  to  come  within  the  range  of  his  duties, 
although,  of  course,  the  figures  have  to  be  supplied  to  him  by 
the  Accountant. 

One  word  as  to  the  cash  book.  This  should  be  in  the 
simplest  form,  and  should  contain  the  fullest  particulars  of 
every  item,  it  is  sometimes  found  convenient  to  keep  all 
bank  transactions  in  a  separate  column,  so  as  to  avoid  the 
necessity  of  a  bank  account  in  the  ledger,  but  I  rather 
incline  to  the  practice  of  discarding  a  bank  column  or  ledger 
account  altogether,  merely  entering  all  receipts  and  pay- 
ments in  proper  order,  whether  passing  through  the  bank  or 
not,  the  balance  of  the  cash  book  being  then  at  all  times 
omposed  of  cash  in  hand,  plus  cash  at  the  bank.  Where — as 
it  is  in  many,  if  not  the  majority  of  cases — all  receipts  are 
paid  into  the  bank,  and  all  payments  are  made  by  cheque, 
it  is  manifestly  quite  sufficient  to  treat  the  cash  book  in 
this  way  without  having  a  bank  account  as  well.  If  this 
latter  plan  be  adopted,  we  can  then  keep  all  income  items 
in  one  column  in  the  cash  book,  and  all  capital  items  in  the 
other,  and  thus  be  able  to* tell  at  any  time  what  income 
there  is  in  hand,  or  what  capital  remains  uninvested,  with- 
out having  to  refer  to  the  ledger  for  this  information.  A 
cash  book  kept  in  this  way  is  more  readily  understood  by  our 
clients,  who  are  not  always  the  best  accountants. 

We  will  suppose  then,  that  up  to  this  time  the  accounts 
have  been  kept  in  proper  form,  and  the  rcsiduar>'  accounts 
have  been  filled  up  and  forwarded  to  the  stamp  office  for 
examination  and  assessment.  If  we  think  any  questions  are 
likely  to  arise,  which  cannot  well  be  answered  by  corres- 
pondence, it  will  be  desirable  to  attend  at  Somerset  House, 
and  personally  adjust  the  difficulties,  but  in  any  case,  we 
must  count  upon  some  explanation  being  required,  and  it 


should  be  our  aim  to  give  it  in  a  plain  straightforwari 
manner,  which  will  tend  very  much  to  convince  the 
authorities  that  the  account  is  a  bond  fide  one;  experience, 
however,  is  necessary,  not  only  to  know  how  to  answer  these 
questions,  but  also  how  to  render  the  account,  so  that 
unnecessary  enquiries  may  be  avoided. 

When  the  residuary  account  is  passed  and  all  duties  paid, 
it  is  generally  considered  that  the  executors*  duties  cease,  and 
those  of  the  trustees,  who  are,  as  a  rule,  the  same  people, 
commence ;  of  course  when  the  residuary  estate  is  bequeatned 
absolutely  to  certain  persons,  and  is  payable  to  them  at 
once,  either  wholly  or  in  part,  the  executors  have  to  make 
the  division,  taking  care  of  course  to  provide  for  any  leg(vcy 
not  yet  payable,  or  for  any  liability  which  cannot  yet  be 
discharged  ;  but,  as  a  general  rule,  either  the  residuary 
estate  is  left  in  trust,  or  there  are  certain  trust  legacies 
which  have  to  be  taken  care  of,  audit  is  now  that  the 
trustee's  office  begins,  they  have  to  see  that  the  funds 
entrusted  to  them  are  properly  invested,  and  it  is  their  duty 
to  pay  over  the  income  regularly  to  the  proper  parties. 
The  accounts  to  be  kept  in  relation  to  these  trusts  are  of  the 
simplest  character,  and  we  need  not  occupy  any  more  time 
in  considering  them,  except  to  say  that  clear  statements 
should  be  made  of  income  received  and  paid  over  of  all 
variations  in  the  investments  of  the  trusts,  and  of  all  settle- 
ments and  divisions  of  the  capital  monies,  when  the 
proper  time  arrives  for  parting  with  the  fund.  Happy  is 
that  trustee  who  is  able  to  carry  out  the  duties  imposed 
upon  hkn  to  the  end,  to  the  satisfaction  of  himself,  and 
those  whose  interests  he  has  been  guarding,  and  happy  is 
that  accoimtant  who  has  been  privileged  to  help  in 
bringing  about  a  **  consummation  so  devoutly  to  be 
wished." 

We  will  now,  if  you  pleade,  look  at  some  of  those  points 
arising  out  of  the  discharge  of  our  duties  as  accountimts  to 
executors  and  trustees,  which  are  called  at  the  outset  side 
issues.  If  we  have  any  ambition  at  all,  as  I  believe  we  all 
have,  to  excel  in  our  profession,  we  shall  not  be  content 
with  the  performance  of  accountant's  duties,  pure  and 
simple,  but  we  shall  want  to  make  ourselves  acquainted 
amongst  other  things,  with  the  legal  bearings  of  the  different 
questions  connected  with  these  duties ;  executors  and 
trustees  are  beginning  to  find  out  that  accountants  who 
have  had  an3rtlung  like  a  large  experience  in  the  manage- 
ment of  estates,  are  able  to  speak  pretty  confidently  with 
respect  to  certain  events,  which  otherwise  they  might  think 
it  necessary  to  consult  their  solicitor  upon.  I  do  not  for  one 
moment  wish  to  convey  the  idea,  that  we  as  accountants 
should  attempt  to  do  anything  which  would  entrench  upon 
a  solicitor's  functions,  any  more  than  that  a  solicitor 
should  pe^orm  the  duties  of  an  accountant,  we  are  glad  at 
all  times  to  be  associated  with  solicitors  in  the  conduct  and 
management  of  estates,  and  it  cheers  us  to  know  that  they 
are  beginning  to  recognize  to  a  larger  extent  than  formerly, 
the  work  of  our  profession — may  this  feeling  still  increase — 
but  trustees  are  often  guided  by  their  accountant  in  deter- 
mining not  only  when  to  avoid  but  also  when  to  take  legal 
proceedings,  and  it  sometimes  happens  that  for  the  want  of 
a  little  soimd  advice  on  the  part  of  the  accountant,  legal 
proceedings  are  deferred  or  have  afterwards  to  be  taken, 
which  involve  loss  to  the  estate,  and  worry  and  anxiety  to 
the  trustees.  The  office  of  trustee  in  the  majority  of  cases 
is  a  thankless  one,  important  services  rendered  are  very 
often  totally  unappreciated  and  unrewarded,  and  it  is  there- 
fore of  the  highest  importance  that  the  utmost  confidence 
should  be  felt  in  those  whom  they  employ  to  assist  them, 
who  are  expected  as  far  as  in  them  lies  to  protect  the 
interests  of  all  concerned.  Let  this  be  a  fundamental  rule 
from  which  there  shall  be  no  swerving.  Carry  out  the 
instructions  of  the  will  so  far  as  they  come  within  your 
province  in  the  strictest  possible  manner,  let  no  mdividual 
interest  or  other  infiuence  indyce  you  to  advise  the  slightest 
departure  from  the  path  laid  down  by  the  testator.    If  lesd 
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doubt  arises  as  to  the  construction  of  the  will  or  any  part  of 
it,  let  the  solicitor  determine  the  right  course,  ana  then 
unhesitatingly  follow  it,  but  if  there  be  no  doubt,  which 
experienced  common  sense  would  recognise  do  not  be 
afraid  of  expressing  your  views  and  advising  your  clients  to 
carry  them  out.. 

It  may  seem  hardly  worth  while  in  this  connection  to 
refer  to  the  subject  of  the  investment  of  the  funds  of  the 
estate  you  may  be  dealing  with,  as  eveiy  one  of  us  I  suppose 
knows,  or  will  soon  find  out,  what  investments  are  permis- 
sible by  law  in  default  of  special  directions  given  by  the 
will  or  trust  deed,  but  it  is  verv  often  the  case  that  estates 
come  into  our  hands  partially  administered,  and  where 
investments  have  already  been  made,  neither  in  accordance 
with  the  will,  nor  with  the  law,  this  arises  not  always  from 
ignorance,  but  very  often  from  a  desire  to  benefit  life  tenants, 
bv  realising  a  larger  income  than  could  otherwise  be 
obtained.  This  is  not  at  all  times  a  dangerous  game  to 
play,  ajid  our  first  step  in  these  cases,  should  be,  to  do  our 
utmost  to  get  such  a  stato  of  things  rectified  for  the  recipient 
of  the  income,  as  well  as  for  the  reversioner,  it  is  empnati- 
cally  a  case  of  '*  heads  I  win  tails  you  lose,"  for  if  an  illegal 
investment  should  be  successful,  any  profit  made  thereby 
goes  to  the  estate ;  whereas,  if  it  should  prove  unsuccessful,  the 
trustees  are  liable  to  make  good  the  loss.  The  trustee  will, 
of  course,  haveSto  brave  the  anger  of  the  life  tenant,  who 
never  sees  what  risk  there  can  be  in  an  investment  which  is 
so  much  to  his  advantage,  and  it  is  certainly  a  grievance 
that  such  an  arrangement  should  be  so  rudely  disturbed,  but 
he  can  comfort  hunself  with  the  knowledge  that  he  has 
already  had  more  income  then  he  is  legally  entitled  to,  and 
be  thankful  to  his  trustee  that  he  had  not  the  shrewdness  to 
employ  an  accountant  in  the  first  place,  which  would  most 
likely  have  rendered  such  aoi  illegality  impossible.  Caution 
shoiUd  also  be  exercised  where  there  is  a  very  wide  power  of 
investment  given  by  Will,  as  I  believe  it  has  been  held,  that 
even  where  an  investment  is  left  entirely  to  the  trustees 
discretion,  an  investment  made  in  any  but  securities 
authorized  by  law,  shows  a  want  of  discretion ;  that,  there- 
fore the  trustees  are  liable  for  losses  consequent  thereupon. 

In  this  connection  too,  we  may  also  notice  directions  in 
the  Will  to  set  apart  funds  to  provide  for  annuities  or  other 
periodical  pajrments,  it  it  usual  for  such  directions  to  be 
given,  but  in  many  cases  they  are  not  carried  out,  the 
trustees  contenting  themselves  with  investing  the  estate  as  a 
whole  in  the  manner  directed,  and  paying  such  annuities  out 
of  the  general  income,  but  if  an  accountant  be  in  a  position 
to  advise,  as  he  should  be,  he  will  see  that  a  specific  sum  is 
invested  to  answer  the  purpose  indicated.  An  action  is  at 
present  pending  on  this  very  point.  A  testator  bequeathed 
an  annuity  to  his  son,  and  ordered  his  trustees  as  soon  as 
conveniently  might  be  after  his  death,  to  invest  a  sufficient 
sum  in  either  the  public  funds,  mortgages,  or  railway 
securities,  to  provide  for  such  annuity — tMs  was  done,  but 
the  annuity  was  paid  out  of  the  general  income  of  the 
estate,  the  fimds  of  which  were  otherwise  properly  invested. 

In  course  of  time  the  original  trustees  and  the  son  died. 
By  the  Will  the  annuity  then  devolved  on  the  son's  widow, 
the  fund  itself  being  divisible  amongst  the  children.  On  the 
widow's  death,  new  trustees  were  appointed,  of  course  on 
the  usual  assurances  that  they  would  have  no  trouble  in  the 
matter,  as  all  was  perfectly  straightforward  and  simple ;  but 
they  had  scarcely  entered  upon  their  duties,  wnen  the 
widow's  solicitors,  who  had  been  waiting  for  reasons  of  their 
own,  until  the  death  of  the  survivor  of  the  former  trustees, 
required  them  to  create  a  special  fund,  and  to  invest  the 
money  in  consols,  to  this  the  trustees  objected,  but  at  once 
bought  secure  railway  guaranteed  stocks — thus  exercising 
the  option  given  by  the  Will,  and  which,  of  course,  required 
much  less  money  to  produce  the  annuity  than  a  purchase  of 
consols  would  have  done.  This  did  not  suit  the  book  of  the 
BolioitoxB  who  were  acting  for  the  widow  and  childreui  and 


the  case  has  consequently  to  be  fought  out  in  the  Comt  of 
Chancery.  All  litigation  and  consequent  expense  and  anxiety 
would  have  been  spared,  if  the  Will  had  been  strictly  acted 
upon  in  the  first  place. 

While  speaking  about  the  investments  of  an  estate,  it 
would  be  worth  while  to  consider  what  are  the  duties  of  an 
accountant,  with  regard  to  satisfying  himself  that  the 
investments  have  actually  been  made ;  this  may  appear  to 
be  a  little  outside  his  duties,  but  even  here  care  and  caution 
are  necessary,  as  liability,  or  at  all  events,  responsibility, 
may  accrue.  The  following  case  will  illustrate  my  meaning. 
Two  trustees,  and  the  only  ones,  of  an  estate,  were  also 
solicitors  in  partnership  with  one  another,  they  were  thus 
the  trustees  and  the  solicitors  of  the  estate.    One  of  the 

Partners  whom  we  will  call  No.    1,    transacted    all    the 
usiness  as  acting  trustee  and  solicitor,  the  other  knowing 
practically  nothing  of  the  working  of  the  estate,  and  doing 
nothing,  except  perhaps,  occasionally  Rigning  cheques  in  the 
absence  of  his  co-trustee  and  partner ;  the  bank  always  honor- 
ing cheques  signed  by  either  alone,  for  "  self  and  co-trustee." 
A  firm  of  accountants  were  very  properly  employed  from  the 
beginning  who  kept  the  books,  and  acted  generally  under  the 
instructions  of  No.  1.    In  the  course  of 'the  admiinistration 
of  the  estate,  a  sum  of  money  came  into  the  hands  of  No.  1, 
who  paid  it  over  to  the  accountants,  and  it  was  by  them 
placed  in  the  bank  to  the  credit  of  the  estate,  they  were  then 
instructed  by  No.  1  to  draw  a  cheque  for  a  certam  sum  in  a 
certain  name,  and  were  informed  tiiat  it  was  for  an  advance 
on  mortgage,  the  particulars  of  which  were  duly  recorded 
in  the  estate  books.  No  interest  was,  however,  accounted  for 
on  this  mortgage,  although  trustee  No.  1,  who  had  undertaken 
to  collect  it,  was  informed  thereof  from  time  to  time.    No 
suspicion  whatever  was  entertained  of  any  irregularity  until  a 
few  years  after  when  No.  1  died  insolvent,  it  was  then  found 
that  no  such  mortgage  had  ever  been  in  existence,  the 
money  having  gone  in  another  way  not  connected  vrith 
the   estate.     The    other   trustee    denying    all    knowledge 
of    the    transaction,    and    rightly    so    too,    declined   to 
accept  any  share  of  the  responsibility,  and  an  action  was 
brought  to  compel  him  to  pay  as  the  partner  of  No.  1 ,  as  well  as 
his  co-trustee.      His  contention  was  that  all  the  instructions 
given  by  No,  1  to  the  accountants  were  given  as  trustee,  and 
not  as  solicitor,  relying  upon  the  fact  that  letters  written  by 
the  accountants  to  No.  1  were  addressed  to  him  personally, 
and  not  to  his  finn  ;  and  he  also  strongly  insisted,  and  this 
was  his  chief  defence,  that    if   the    correspondence   and 
interviews  were  with  No.  1  as  the  acting  solicitor,  and  not 
as  acting  trustee  merely,  not  only  should  all  letters  have 
been  addressed  to  the  firm,  but  that  he  should  have  been 
apprised  by  the  accountants  of  all  that  was  going  on  in 
relation  to  the  estate,  thus  attempting  to  throw  the  respon- 
sibility upon  them.  The  action  was  hearcl,  and  a  decision, 
accompanied  with  remarks  which  completely  cleared  the 
accountants,  was  given  against  the  surviving  partner,  who 
therefore  had  to  pay.    Now  although  the  accountants  were 
absolved  by  tiie  verdict  of  the  judge,  the  question  is  an 
important  one,  to  what  extent  should  an  accountant  claim 
to  see  the  securities  or  vouchers  of  the  estate.  In  the  above 
case,  the  fax;t  of  the  trustees  being  also  the  solicitors  com- 
plicated matters,  but  in  the  other  cases  which  I  can  call  to 
mind  it  is  a  very  usual  thing  for  investments  of  mortgage, 
especially  to  be  carried  out  entirely  by  the  solicitors,  and  for 
the  accountant  never  to  see  the  deeds  or  anything  connected 
therewith.    If  the  trustees  are  aware  of  this,  and. distinctly 
understand  how  the  investments  have  been  made,  and  if 
periodical  accounts  are  furnished  to  all  of  them,  I  presume 
the  accountants  can  do  nothing  more  ;  but  if  the  investment 
is  in  any  way  left  to  the  accountant  with  the  solicitor,  for 
the  protection  of  the  former  he  should  satisfy  himself  that 
there  is  a  proper  voucher  for  the  money  thus  invested,  and 
he  should  also,  if  at  all  within  his  power,  collect  the  interest 
direct  from  tiie  mortgagor.    It  is  only  an  act  of  justice  to 
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ourselves  that  w§  should  in  every  way  guard  against  the 
possibility  of  any  liability  which  would  at  once  be  thrown 
upon  us  if  any  accident  should  happen. 

In  many  estates,  which  in  course  of  time  will  come  under 
your  notice  the  testator  will  be  found  to  have  been  at  his 
death  a  partner  in  a  business  or  carrying  on  business  by 
himself.  In  the  former  case  you  may  have,  in  the  latter  in 
all  probability  you  will  have,  to  make  up  the  trade  books,  or 
in  some  way  to  satisfy  yourselves  as  to  what  may  be  due  to 
the  testator  therefrom.  This  requires  knowledge  of  the 
workings  and  details  of  various  kinds  of  businesses,  and  here 
the  experience  gained  in  the  audit  of  mercantile  books  and 
accounts  will  stand  you  in  good  stead.  Sometimes  the 
executor  is  directed  by  the  will  to  cany  on  the  business  for 
benefit  of  the  family.  In  this  case  the  accountant's  help  is 
invaluable,  as  frequently  the  executor  is  not  practically 
acquainted  with  that  particular  knowledge  of  the  business  or 
with  the  best  way  of  keeping  its  accounts.  Ascertaining  a 
deceased  man's  capital  in  his  business  at  the  time  of  nis 
death  also  brings  the  accountant  in  contract  with  various 
kinds  of  articles  of  partnership,  the  clauses  in  which  bearing 
upon  the  result  of  a  partner's  death  being  often  of  an 
ambiguous  character. 

I  remember  an  instance,  a  few  years  ago,  in  which  a 
testator  died  just  after  his  firm  had  dissolved  partnership  ; 
in  fact  just  while  the  concern  was  being  wound  up  ;  his  two 
partners  had  over-drawn  their  accounts,  so  that  the  ultimate 
result  was  that  the  amount  due  to  the  deceased  partner's 
estate,  was  represented  by  the  two  sums  due  from  his 
partners  to  the  firm.  One  of  these  two  partners  was 
insolvent,  and  the  question  arose,  how  his  debt  was  to  be 
treated.  The  accountants  who  were  employed  by  the 
executors  claimed  that  the  debt  being  due  to  the  firm, 
should  be  treated  like  any  other  bad  debt,  i.e.t  borne  by  the 
two  solvent  partners  in  shares,  proportionate  to  their  interest 
in  the  business  ;  but  the  other  partner  arguing  from  the 
somewhat  vague  construction  of  the  clause  in  the  articles  of 
partnership  bearing  upon  the  point,  and  not  clearly  seeing 
the  difference  between  a  debt  from  his  insolvent  paortner  to 
the  firm,  which  it  was,  and  a-  debt  due  to  the  deceased 
,  partner  personally,  which  it  was  not,  contended  that  he 
could  not  be  called  upon  to  pay  any  portion  of  this  loss,  and 
that  the  whole  should  therefore  be  borne,  by  the  deceased 
partner.  He  obtained  an  opinion  of  Counsel  favouring  his 
view,  and  the  executors  also  obtained  one  in  their  favour 
(which  appears  to  be  the  usual  result  in  such  cases)  and 
there  was  no  alternative  but  to  go  to  the  Court,  which 
decided  that  the  executor's  view  of  the  case  was  right,  and 
an  order  was  made  on  the  surviving  partner,  to  pay  his  share 
of  the  debt ;  the  gain  to  the  estate  was  I  am  afraid  more  than 
balanced  by  the  costs  of  the  action,  which  would  never 
have  been  brought  if  a  common  sense  business  like  view, 
had  been  taken  of  the  situation  in  the  first  place. 

The  last  side  issue — if  it  can  so  be  called — ^which  we  shall 
notice,  is  the  very  important  one  the  remuneration  of  an 
accotmtant. 

I  perfectly  agree  with  our  President  in  his  desire  for  some 
recognised  legal  scale  of  charges,  and  I  anticipate  that  this 
will  be  one  of  the  results  of  the  very  interesting  specimen  of 
a  Trades  Union  which  is  now  represented  by  the  Institute 
of  Chartered  Accountants.  Although  of  course  the  main 
object  of  this  association  is  for  the  benefit  of  mankind  at 
large,  rather  than  that  of  its  own  members  in  particular,  but 
however,  this  may  be,  there  is  no  doubt  that  this  question  is 
at  present  in  a  very  unsatisfactory  state.  How  often  is  one 
asked  the  question,  Will  you  be  one  of  my  executors  ?  one's 
own  innate  modesty  as  a  rule,  prevents  the  proper  reply 
**  yes,  if  you  will  make  it  a  matter  of  business,"  we  should 
be  regarded  under  such  circumstances  as  sordid  wretches 
with  no  bowels  of  compassion  or  soul  above  pounds,  shill- 
ings, and  pence,  the  consequence  of  which  is,  we  are  often 
left  with,  it  may  be,  a  complicated  estate  to  wind  up  with 


nothing  to  recoup  us  for  our  time  and  trouble,  except 
perhaps,  a  mouminff  ring,  and  a  vote  of  thanks  from  tne 
family — of  course  I  ao  not  include  in  these  remarks,  those 
cases  where  we  are  actuated  by  sincere  friendship  in  accept- 
ing trusts,  and  where  we  consider  it  an  honour  to  be  asked 
to  undertake  them — and  an  expression  of  confidence  which 
we  shall  only  be  too  glad  to  prove  has  not  been  misplaced. 
These  cases  do  occur  and  we  hope  they  will  continue  to  do  so 
but  I  refer  to  distances  where  intending  testators  have  no 
idea  of  what  is  involved  in  the  duties  they  wish  us  to  under- 
take. They  cannot  have  been  executors  themselves  or  they 
would  be  less  inclined  to  impose  these  burdens  on  those 
whose  time  is  their  money,  and  the  case  is  not  altogether 
met,  when  a  provision  is  made  in  the  will  that  professional 
executors  shall  be  paid;  for  if  the  accountant's  bill  is  objected 
to  by  an  irate  or  hostile  beneficiary  he  may  experience  the 
pleasure  of  having  some  of  it  disallowed  on  the  gronnd  that 
an  accountant  cannot  be  paid  for  services  which  any  other 
executor  would  be  obliged  to  perform — at  least  such  has  been 
my  experience.  Sometimes  a  fixed  sum  is  devised  for  the 
payment  of  Trustees,  chiefly  in  the  form  of  a  legacy,  but  as 
a  testator  cannot  tell  what  may  arise  after  his  death,  so  the 
provision  he  then  makes  may  be  totally  inadequate,  but  it  is 
astonishing  how  much  work  a  Five  pound  note  is  thought 
capable  of  representing  when  its  recipient  is  a  poor  account- 
ant. I  know  a  case  where  three  gentlemen  were  employed 
by  a  mutual  friend,  to  undertake  the  trusts  of  his  will,  and 
by  whom  they  were  assured  that  he  had  made  a  handsome 
provision  for  their  remuneration.  This  friend  being  a  wealthy 
man,  the  trust  was  accepted,  hut  when  the  will  was  opened 
after  his  death  it  was  found  that  the  handsome  provision 
consisted  of  ten  pounds  a  year  to  each  trustee  for  three 
years.  They  refused  to  act,  whereupon  the  family  offered  to 
mvest  £1,000,  and  to  pay  the  trustees  the  income 
thereof  between  them  so  long  as  they  continued  in 
office.  This  was  accepted,  but  the  trouble  and  anxiety 
connected  with  that  estate  would  have  been  worth  a  good 
£200  a  year  'to  any  man.  We  cannot  help  then  coming 
to  the  conclusion,  that  there  is  great  need  for  some  legiu 
recognition  of  a  professional  man's  position,  especially  when 
he  is  appointed  as  an  executor  or  trustee ;  and  tnat  he 
should  be  entitled  to  a  fair  remuneration  for  all  the  time  ha 
occupies  in  carrying  on  the  trust,  even  though  there  may  be 
no  provision  made  for  such  payment  in  the  Will.  Until 
such  is  the  case,  it  is  better  to  avoid  as  much  as  possible  all 
such  entcmglements,  and  be  content  to  be  employed  in 
assisting  others  out  of  those  difficulties  which  otherwise  we 
may  find  ourselves  involved  in. 

But  while  we  have  thus  been  glancing  at  one  department 
only  of  our  profession,  will  you  allow  me,  in  concluding  this 
rambling,  and  I  fear,  somewhat  disjointed  paper,  to  endeav- 
our to  impress  upon  all  who  are  preparing  for  an  Account- 
ant's life  the  necessity  of  as  thorough  an  acquaintance  as 
possible  with  all  the  branches  and  duties  coimected  there- 
with. 

We  may  not  all  have  such  a  practical  experience  of  any 
particular  side  of  it  as  our  friend,  the  President,  has  had, 
and  is  still  more  likely  to  have  in  the  new  position  he  now 
occupies— on  his  appointment  to  which  we  beg  to  congratu- 
late him.  But  we  may  depend  upon  it,  that  as  a  rule,  a 
good  all-round  Accountant  stands  the  best  chance,  and  at 
all  events  we  may  rest  assured  that  with  the  application  of 
our  energies  and  intellect  to  this  work,  united  with  a 
determination  that  all  we  do,  shall  be  guided  by  those  great 
principles  of  truth  and  integrity,  without  which  nothing  can 
be  well  or  truly  done,  we  shall  win  the  'confidence  of  our 
fellow  men,  and  lay  the  foundation  of  a  successful  and 
happy  life. 

Upon  the  motion  of  Mr.  A.  W.  Sully,  a  cordial  vote  of 
thanks  was  accorded  Mr.  Jenkins  for  his  very  interesting 
paper,  and  to  Mr.  F.  N.  Tribe,  for  presiding  over  the  meeting. 
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LECTURE    ON    ''EXECUTORSHIP    AND    TRUST 

ACCOUNTS." 


By  J.  Mbbrett  Wade,  P.O.A. 

The  sixth  ordinary  meeting  of  the  above  Association  was 
held  in  the  Law  Association  Rooms,  Cook-streeti  on  Wednes- 
day, the  12th  December,  1888,  Mr.  H.  E.  Abbott,  A.C.A.  in 
the  ch€ur. 

The  minutes  of  the  last  meeting  were  read  and  confirmed. 

-  The  Chaiemak  then  called  upon  Mr.  J.  Merr«tt  Wade  to 
deliver  his  lecture  on  ••  Executorship  and  Trust  Accounts." 

\  Mr.  Wade  on  rising  said : — 

There  are  several  branches  of  the  profession  of  an  Aceoun- 
liant  of  which  it  is  desirable  the  student  should  have  a  good 
knowledge,  both  theoretically,  from  the  study  of  books,  and 
practically,  from  experience  gained  during  his  apprentice- 
ship, if  he  hopes  to  pass  his  examinations  successfully :  and 
sijill  more  so  if  he  would  succeed  in  making  a  position  for 
himself  in  the  profession  which  he  has  chosen.  But  I  fear 
that  whichever  of  these  branches  were  chosen  as  the  subject 
of  an  address,  it  would  be  difficult  to  write  anything  which 
would  be  really  very  interesting. 

,X  feel  that,  however  interesting  the  experiences  which  an 
Accountant  may  from  time  to  time  have  in  the  course  of  his 
practice,  the  stud^  of  the  elements  of  the  profession  in  the 
abstract  is  essentially  dry. 

But,  whether  dry  or  interesting,  we  Chartered  Accountants 
and  you  Students,  have  selected,  or  circumstances  have 
selected  for  us,  this  profession  as  the  means — and  probably 
for  ^ost  of  us  the  only  means — whereby  we  hope  to  surround 
ourselves  with  some  of  the  comforts,  and  even  the  bare 
necessities  of  life. 

Wp  have,  therefore,  whether  we  like  it  or  not,  got  to  mflbke 
^he^e  subjects  interesting  to  ourselves,  if  we  are  to  succeed 
in  life ;  and  though  for  the  present  the  task  may  often  seem 
uncongenial,  yet,  as  with  patient  study  and  attention  we 
gradually  conquer  difficulty  after  difficulty,  and  acquire  a 
more  and  more  complete  knowledge  of  our  profession,  we 
will  find — not  only  that  the  task  becomes  less  irksome,  nay, 
at  times,  positively  interesting  but — that  we  have  followed  the 
only  possible  road  to  comfort,  prosperity  and  success,  and 
we  will  enjoy  what  is  perhaps  the  best  reward  of  all  true 
labour,  the  feeling  of  satisfaction  with  which  we  contemplate 
the  accomplishment  of  the  objects  with  which  we  set  out  in 
life. 

The  remarks  I  am  about  to  make  upon  the  subject  of 
"  Tru^t  and  Executorship  Accounts,"  although  dealing  only 
with  a  few  rudimentary  matters,  with  which  many  of  you 
are  'prdbably  already  fully  acquainted,  may,  I  hope,  suggest 
to  others  something  or  other  which  may  afterwards  be  found 
useful',  either  at  the  examinations  or  in  subsequent  practice  ; 
and  my  desire  is  that  they  should  form  a  mere  introdAction 
to  a  general  discussion  of  the  subject  amongst  those  present, 
as  such  discussion  will  be  not  only  more  interesting,  but  also 
infinitely  more  useful  to  those  taking  part  in  it,  than  any 
formal  address  could  possibly  be. 

When  I  first  came  to  business  I  found  that  each  separate 
account  that  came  into  the  office  had  a  certain  title 
assigned  to  it,  by  which  it  was  described  in  the  office  books, 
and  wQiljc  done  was  charged  in  the  time  books,  and  by  which 
it  was  constantly  referred  to. 

The  estates  of  deceased  persons  had  the  prefixes  of 
executor,  trustee,  or  administrator  added  to  the  name,  and 
trusts  under  settlements  were  dealt  with  similarly. 


I  soon  learned  that  Administrators  were  persons  appointed 
by  the  Court  to  administer  the  estates  of — that  is,  act  in  the 
capacity  of  executors  to  a  trustee  of — ^persons  who,  dying, 
had  left  no  will,  or,  if  leaving  a  will,  had  either  omitted  to 
appoint  executors,  or  had  appointed  persons  who  were 
incapable  or  unwilling  to  act  or  had  predeceased  the 
Testator.  But  for  some  time  I  could  not  make  out  what  was 
the  difference  between  executors  and  trustees. 

It  appears  that  an  executor  is  appointed  by  a  Testator  to 
carry  ont  his  will,  to  realise  his  estate,  pay  debts,  expenses, 
and  legacies,  and  distribute  the  residue  amongst  those 
entitled.  If  however,  he  is  directed  to  hold  certain  shares 
either  until  a  Legatee  comes  of  age,  or  to  hold  them,  paying 
the  income  to  certain  persons  for  life,  and,  after  their  death, 
paying  the  shares  to  others,  the  shares  so  held  are  said  to 
be  held  in  trust,  and  he  is  thereby  constituted  a  trustee  of 
such  shares — generally  with  certain  powers  as  to  investment. 
Often  executors  are  constituted  trustees  by  the  mere  direc- 
tion to  hold  certain  shares  and  invest  them,  but  sometimes 
persons  other  than  the  executors  are  appointed  trustees  of 
certain  shares,  in  which  case  it  is  the  duty  of  executors,  as 
soon  as  they  can  realise  the  estate,  to  pay  over  such  shares 
to  the  trustees,  or  invest  them  in  their  names.  Settlements 
are  deeds  putting  property  into  trust,  and  the  persons 
entrusted  with  such  property  by  the  deeds  are  trustees. 

When  executors  die,  the  survivors  act,  and  if  the  executor- 
ship is  not  completed  at  the  death  of  the  last  survivor,  his 
executor  usually  has  the  right  to  continue  and  complete  the 
executorship,  or  it  might  be  necessary  to  apply  to  the  Court 
to  appoint  Skn  Administrator. 

A  Testator  usually  provides  in  his  will  for  the  appointment 
of  fresh  trustees,  but  m  default  of  such  provision  it  might  be 
necessary  to  apply  to  the  Court  for  this  purpose. 

When  a  man  dies  without  appointing  executors,  his 
nearest  relatives  can  obtain  authority  from  the  Probate 
Court  to  administer  his  estate,  but  must  give  security  that 
they  will  act  legally.  Their  duty  is  to  carry  out  the  will,  if 
there  be  one — ^in  much  the  same  way  as  executors — or  il 
there  is  no  will,  to  wind  up  the  estate,  and  divide  it  in 
accordance  with  the  statute  of  distributions. 

Formerly,  when  a  man  left  no  will,  his  estate  had  to  pay  a 
higher  rate  of  duty  than  the  estate  of  a  man  who  left  a  will, 
but  this  has  recently  been  altered ;  the  probate  and  adminis- 
tration duties  are  the  same,  and  now,  when  a  man  leaves  no 
will,  it  simply  means  that  he  has  adopted  the  will  which  the 
law  set  up  as  equitable,  just  in  the  same  way  that  Companies 
which  have  no  Articles  of  Association  of  their  own,  are 
bound,  by  the  regulations  of  Table  A. 

Practically,  therefore,  the  duties  of  the  Accountant  eae 
much  the  same  in  either  case. 

When  a  man  dies,  the  soUcitor  is  instructed  to  prove  the 
will,  that  is,  take  the  will,  together  with  an  affidavit  by  the 
executors,  setting  forth  particulars  of  the  estate,  to  the 
Probate  Court  of  the  district,  pay  the  duty  according  to  the 
scale,  and  obtain  in  exchange  the  authority  for  the  executors 
to  deal  with  the  estate. 

For  this  purpose  the  solicitor  requires  particulars  of  the 
assets  and  liabilities,  and  it  is  here  that  the  Accountant  first 
appears  on  the  scene. 

The  printed  forms  of  Affidavit  show  very  clearly  the  infor- 
mation required  by  Govormneut,  and  the  manner  in  which 
it  is  to  be  arranged,  and  a  reference  to  these  will  soon  satisfy 
you — in  the  cases  of  large  and  complicated  estates,  particularly 
— ^how  useful  an  Accountant  may  be  to  the  family  and  the 
solicitor  in  getting  together  the  necessary  particulars,  and 
tabulating  them  in  proper  form.  Indeed  in  cases  where  the 
will  has  been  proved  before  the  Accountant  has  been  called 
in,  it  is  often  found  that  assets  have  been  omitted,  or 
entered  twice  under  different  heads,  or  liabilities  omitted,  or 
other  mistakes  made,  involving  a  further  application  to  the 
Probate  Court, 

There  is  a  groat  difference  between  different  solicitors ; 
some  have  (%  very  cl^ar  grasp  of  figiures,  and  can  detect 
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errors  as  well  as  anyone  ;  others  are  the  first  to  confess  that 
they  detest  figures  and  never  can  understand  complicated 
accounts,  and,  as  a  matter  of  fact,  I  rarely  see  a  probate 
affidavit  or  residuary  account  relating  to  an  estate  of  any 
considerable  magnitude,  which  has  been  prepared  without 
the  assistance  of  an  accountant,  but  I  can  detect  errors  of 
some  sort  or  other  in  it. 

There  have  been  several  changes  in  the  Probate  Duties 
during  the  last  few  years,  both  in  the  manner  in  which  the 
duties  are  levied  and  the  rates. 

There  is  a  useful  book  on  this  subject  by  Layton,  entitled 
•*  New  Probate  Duties,"  1881,  which  gives  the  various  forms 
and  scales  of  rates,  and  explains  the  other  changes  which 
have  been  made,  in  a  very  brief  and  handy  manner. 

Until  recently.  Probate  Duty  was  payable  upon  the  gross 
value  of  the  estate,  but  executors  could  obtain  a  return 
on  the  ground  of  debts,  after  paying  same,  and  making 
an  affidavit  on  the  subject.  Now  the  Debts  and  Funeral 
£xpenses  (but  not  Executorship  Expenses)  may  be  deducted, 
and  duty  paid  only  on  the  balance. 

If,  in  tne  winding  up  of  an  estate,  it  is  found  that  two 
much,  or  too  little,  duty  has  been  paid,  the  executor  may,  in 
the  former  case,  apply  for  a  repayment  if  the  amount  is 
worth  the  trouble  and  expense,  and  in  the  latter  case  he 
ought  to  make  a  further  payment. 

In  these  cases  the  calculations  must  be  based  upon  the 
scales  in  opevation  at  the  time  of  the  testator*8  death,  and 
upon  which  the  original  duty  was  assessed,  and  not  upon  the 
scale  which  may  be  in  operation  at  the  time  the  error  is 
discovered. 

The  alterations  in  the  rates  of  Probate  Duty  have  involved 
an  alteration  in  the  Legacy  Duty.  Formerly,  property  left 
to  a  widow  was  subject  to  no  further  duty  beyond  Probate 
Duty,  but  children  paid  a  legacy  duty  of  1  per  cent.,  and 
more  distant  relatives  higher  rates,  and  property  left  to  a 
widow  for  life,  and  afterwards  to  others,  was  not  liable  to 
legacy  duty  until  the  death  of  the  widow. 

Now  the  scale  of  Probate  Duty  has  increased,  and  children, 
as  well  as  widows,  escape  legacy  duty  on  any  property  left  to 
them  which  has  paid  probate  duty. 

One  consequence  of  this  is,  that  where  the  whole  residue 
is  left  to  widows  and  children,  no  residuary  account  is 
required  at  all. 

The  preparation  of  the  Residuary  Account,  or  of  the 
necessary  details  for  same,  used  to  be  an  important  part 
of  the  accountants'  duties,  but  as  residue  is  frequently  left 
widows  and  children,  this  is  often  not  now  required. 

The  details  required  in  the  probate  affidavit,  and  the 
schedules  to  same,  are  however,  now,  much  more  minute 
and  resemble  those  formerly  furnished  in  the  residuary 
account  ;  except  that  the  probate  affidavit  gives  the 
estimated  value  of  assets  necessarily  unrealized,  whereas  the 
residuary  account  deals  with  an  estate  which  has  been 
more  or  less  realized. 

Another  consequence  of  this  change  is  that  the  officials 
arc  more  particular  in  their  requirements,  and  subsequent 
enquiries  as  to  the  details  fumisned  in  the  probate  affidavit, 
and  ^it  frequently  happens  that  sometime  after  a  will  has 
been  proved,  a  letter  comes  from  the  authorities  with  a 
whole  string  of  enquiries,  based  upon  the  information 
famished  in  the  probate  affidavit,  or  the  schedules  thereto, 
eni^uiries,  more  or  less,  similar  to  those  made  when  a 
residuary  account  is  sent  up  to  be  passed,  and  sometimes 
further  probate  duty  has  to  be  paid,  in  consequence  of  the 
facts  brought  to  light  by  these  enquiries. 

The  directions  given  in  the  printed  forms  of  affidavit  are 
80  clear,  that  it  is  not  necessary  to  say  much  about  the 
manner  in  which  the  particulars  of  the  estate  are  to  be  set 
foriih. 

Assets  are  to  be  valued  as  at  thedate  of  the  account,  or  as 
near  thereto  as  may  be,  and  not  at  the  date  of  testator's 
death. 

Testator's  interest  in  his  firm — ^if  he  were  a  member  of  one 


— would  probably  cease  at  his  death — ^that  is  his  interest  in 
the  profits — and  therefore  the  balance  of  capital  found  due 
to  him  at  the  date  of  his  death,  must  be  given  in  the 
account,  but  as  the  firm  would  probably  allow  interest  on 
any  balance  left  in  their  hands,  such  interest  earned  up  to 
the  date  of  the  account  would  have  to  be  added.  If  testator 
had  a  goodwill  or  continuing  interest  in  his  firm,  they  would 
have  to  be  valued  and  brou^t  in.  The  firm  themselves  may 
possess  assets  for  which  they  would  only  account  to  the 
testator's  representatives  as  realized,  but  meanwhile,  an 
estimate  of  their  value  must  be  made  in  order  to  ascertain 
the  real  value  of  the  whole  of  testator's  interest  as  nearly  as 
possible.    The  same  remark  applies  to  firm's  liabilities. 

The  Accountant  has  frequently  to  examine  the  books  and 
accounts  of  testator's  firm  in  order  to  ascertain  his  real 
capital,  and  share  of  profits  therein  at  the  date  of  his 
death,  or  to  check  the  statements  thereof,  rendered  by  the 
surviving  partners. 

If  the  testator  had  no  partner,  his  gross  business  assets 
must  be  included  amongst  the  general  assets  of  his  estate  in 
the  affidavit,  and  the  total  business  liabilities  amongst  the 
general  liabilities  and  debts,  but  if  he  had  a  partner  then 
only  the  net  value  of  his  interest  in  the  firm  should  appear 
amongst  his  assets,  but  this  must  include  his  share  of  any 
freehold  property  held  on  partnership  account. 

The  share  list  is  sufficient  evidence  of  value  of  railway  and 
other  shares. 

Shares  not  quoted,  furniture,  leasehold  properW,  Ac, 
should  be  valued  by  someone  competent  to  give  a  valuation, 
although  in  some  cases,  I  think  the  officials  will  accept  the 
executors  own  estimate  of  value. 

All  dividends,  interest,  and  rents  received,  and  proportions 
included,  unless  they  are  included  in  the  valuation  as  in  the 
thereof  accrued  to  date  of  the  affidavit  should  be 
case  of  current  dividends. 

Freehold  properties,  unless  contracted  to  be  sold,  are  not 
liable  to  Probate  Duty,  but  the  rents  thereof  owing  or 
accrued  to  date  of  death,  are  personal  estate,  and  must  be 
included. 

Foreign  bonds  payable  to  bearer,  or  Foreign  Stocks  re- 
^stered  in  this  country,  are  liable,  but  not  Foreign 
investments,  which  can  only  be  transferred  abroad.  Estates 
or  other  properties  situate  in  British  possessions,  or  in 
foreign  countries,  may  be  liable  to  Duties  in  accordance 
with  the  laws  of  those  places,  and  the  Will  may  have  to  be 
proved  there.  In  cases  of  this  sort  complications  and  ques- 
tions may  arise,  which  are  so  purely  legal,  that  it  is  hardly 
necessary  for  the  Accountant  to  be  learned  on  the  subject, 
beyond  being  sdivo  to  the  fact  that  they  may  arise,  and 
seeing  that  they  are  not  overlooked. 

Personal  property,  over  which  testator  had  power  of 
appointment,  is  liable  ;  also  Reversionarr  interests — that  is 
the  present  value  to  testator's  estate  of  personal  property 
which  will  ultimately  fall  into  it.  Contingent  interests  or 
doubtful  assets  need  not  be  included,  but  if  they  ever  fall  in, 
Pi-obate  Duty  must  then  be  paid  on  the  full  value  received. 

I  had  a  case,  where,  on  the  marriage  of  a  man,  (we  will 
call  him  B),  his  father  A  settled  a  sum  of  money  on  him  and 
his  wife  for  life,  and  afterwards  to  their  children.  Sub- 
sequently A  died,  leaving  aX\  his  property  to  B,  who  was  an 
only  child. 

Later  on  B  also  died,  leaving  no  children,  but  his  widow 
surviving.  If  B  had  left  children  the  settlement  money 
would,  at  the  widow's  decease,  have  gone  to  the  children 
paying  only  one  per  cent,  legacy  duty.  As  it  was,  the  fund 
will,  at  the  widow's  death,  revert  to  the  father  A's  estate, 
the  trusts  of  the  settlement  having  come  to  an  end,  and 
further  Probate  Duty  will  be  payable  under  the  father  A's 
Will  on  the  sum  so  reverting  to  his  estate.  Besides  this, 
Legacy  Duty  will  be  payable  at  one  per  cent,  on  this  further 
fund  coming  to  the  son  B's  estate  from  his  father's  ;  as  B's 
Will  was  proved  before  the  Legacy  Duty  of  one  per  cent.^  to 
children  was  abolished — and  in  acldition  to  thia-'On  proving 
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B*s  Will,  we  had  to  include  for  Duty,  the  present  value  of 
this  Reversion  ;  and  as  B's  estate  will,  on  his  widow's  death, 
go  to  distant  relatives,  a  further  heavy  Legacy  Duty  will  also 
then  be  payable  on  this  sum  under  his  Will.  As  B,  under 
the  circumstances,  could  not  possibly  enjoy  this  fund  as  a 
legacy  from  his  father,  having  the  use  of  it  under  the 
settlement,  it  is  probable  that  the  claims  to  Legacy  Duty 
under  the  father's  Will,  will  be  waived,  but  even  if  so,  the 
fund  gets  pretty  heavily  saddled  with  Duties. 

The  mode  of  deducting  liabilities  is  so  simple — as  ex- 
plained in  the  printed  form — that  I  need  say  notning  about 
it,  except  that  doubtful  liabilities  must  be  fairly  estimated. 

Coming  to  legacy  duty  children  are  now  free,  as  well  as 
widows,  with  this  exception.  Freehold  or  leashold  property 
is  liable  to  succession  duty  and  not  legacy  duty,  imless 
directed  to  be  sold,  in  which  case  they  pay  legaoy  duty. 
Leaseholds  directed  to  be  sold  and  left  to  children,  having 
paid  the  increased  probate  duty,  would  escape  legaoy  duty ; 
out  freeholds,  similarly  circumstanced,  not  being  liable  to 
probate  duty,  would  pay  1  per  cent,  legaoy  duty,  which,  if 
no  residuary  accoimt  wore  required,  could  be  paid  on  a 
legaoy  form. 

Executors  have  13  months  to  pay  legacies  in,  unless 
directed  to  pay  sooner,  and  legatees  and  annuitants  must  be 
charged  with  the  duty  payable  on  their  legacies,  unless  the 
will  directs  to  the  contrary. 

If  the  residue  goes  to  others  than  widows  or  children,  then 
it  is  necessary  to  pass  a  residuary  account ;  or  if  residue 
becomes  divisible  amongst  children,  owing  to  the  death  of 
someone  who  took  a  life  interest,  and  if  it  is  under  a  will 
provediunder  any  of  the  old  scales  of  probate  duty,  then 
legacy  duty  is  payable,  and  a  residuary  account  is  necessary. 

What  I  nave  said  as  to  the  preparation  of  the  particulars 
lor  the  probate  affidavit,  applies  pretty  much  to  the  prepara- 
tion of  a  residuary  account,  and  the  directions  on  the 
printed  forms  are  so  complete,  that  if  these  are  followed  the 
accountant  cannot  go  far  wrong. 

The  assets  must  be  valued  at  the  date  of  the  account,  or 
as  near  thereto  as  possible,  and  valuations  are  required.  All  ac- 
cumulations of  income  from  the  date  duty  became  payable 
to  the  date  of  the  account  must  be  brought  in,  all  under 
their  respective  heads  and  all  proper  outgoings. 

Legacies  of  certain  sums,  and  the  present  value  of  an- 
nuities left  by  testator,  calculated  according  to  Government 
tables,  can  be  deducted  in  the  residuaty  account,  and  the 
duty  thereon,  if  any  is  payable,  pi  id  on  separate  forms ;  and 
if  the  testator  directs  these  duties  to  be  paid  by  his  estate; 
and  not  by  the  several  legatees  and  annuitants,  then  the 
amount  of  such  duty  can  also  be  deducted  in  the  residuary 
account  as  a  payment. 

The  balance  of  the  residuary  account,  if  the  residue  is 
left  absolutely  to  persons  liable  to  the  same  rate,  is  the 
amount  on  which  such  duty  is  payable  ;  or,  if  it  is  divisible 
amongst  several  persons  liable  to  different  rates,  the  different 
shares  of  the  balance  of  the  residuary  account  are  transferred 
to  legacy  fonns,  and  the  respective  duties  paid  thereon. 

If  residue  is  left  to  different  persons  for  life,  and  ultimately 
to  others,  but  all  are  liable  to  the  same  rate  of  duty,  then 
duty  on  the  whole  residue  is  at  once  payable,  which  covers 
the  various  successions. 

If  residue  is  left  to  persons  liable  to  different  rates  of  duty 
for  life  and  ultimately  to  others,  then  duty  is  only  payable 
on  each  life  interest  as  it  enters  into  the  enjoyment  thereof 
until  the  Corpus  ultimately  reaches  the  persons  absolutely 
entitled,  when  duty  on  the  whole  residue  becomes  payable. 

In  order  to  ascertain  the  duty  payable  on  a  Ufe  mterest, 
the  share  of  residue  is  transferred  from  the  residuary  account 
to  an  annuity  form ;  interest  at  4  per  cent  calculated,  and 
the  result  treated  as  an  annuity ;  the  age  of  the  life  tenant 
entered,  and  the  value  of  such  annuity  calculated  by 
Government  tables,  and  duty  paid  on  such  value. 

If  residue  is  left  to  a  widow  for  Ufe  and  afterwards  to,  say, 
nephews^  although  no  dut^  is  payable  until  th«  d^th  of  the 


widow,  it  may  be  as  well  to  pass  a  residuary  acconnt  at 
once,  in  order  to  have  particulars  of  the  estate  registered  and 
admitted  by  the  officials  for  "  future  reference." 

Furniture  and  plate,  if  left  to  any  person  for  life,  or  any 
number  of  persons  in  succession,  that  is,  the  use  of  it  only, 
is  not  liable  to  any  legacy  duty,  until  it  reaches  the 
person  absolutely  entitled  ;  on  the  ground  that  it  docs  not 
earn  income,  and  the  person  absolutely  entitled  would  only 
pay  in  its  value  at  the  time  it  reached  him. 

Thus,  although  it  might  be  worth  £5,000  at  Testator's 
death,  yet  by  wear  and  tear  of  life  tenants  be  reduced  in 
value  to  £500  before  reaching  an  absolute  owner,  he  would 
only  be  liable  to  legacy  duty  on  the  £500. 

On  the  other  hand,  if  the  furniture  be  sold  by  arrangement, 
the  life  tenants  preferring  to  take  the  inoome  of  the  invested 
proceeds  in  preference  to  the  use  of  the  furniture,  duty  is  at 
once  payable  on  such  proeoeds  in  the  same  way  as  it  would 
be  on  residue. 

Furniture,  of  coarse,  is  subject  to  probate  duty  like  assets 
at  its  full  value  at  time  of  probate,  and  if  left  to  widows  or 
children  now  escapes  all  legacy  duty,  like  other  assets 
similarly  left. 

Freehold  or  leasehold  estates  are  liable  to  succession  duty 
and  not  legacy  duty,  except  as  follows : — I.  When  contracted 
or  directed  to  be  sold  when  they  come  under  the  Legacy  Duty 
Act :  or  2.  When  freeholds  are  left  to  widows  when  they 
escape :  or  3.  When  leaseholds  are  left  to  widows  or  children, 
when  they  escape,  the  children  under  the  recent  revision  of 
the  probate  scale,  escaping  further  legacy  duty,  as  they  have 
paid  the  additional  probate  duty.  If,  however,  leaseholds 
come  to  children  owing  to  the  death  of  a  life  tenant,  and 
under  a  will  proved  under  an  old  scale  they  would  pay 
succession  duty  in  like  manner  as  they  would  pay  legacy 
duty  on  residue  in  similar  circumstances. 

Succession  Duty  is  paid  on  the  annual  value  at  the  time 
of  the  succession,  and  on  the  Life  Interest  only,  but  the  rate 
is  the  same  as  in  the  case  of  Legacy  Duty. 

The  forms  give  ample  directions. 

Valuations  are  not  usually  required. 

The  annual  rent  or  other  income  is  entered  on  one  side  of 
the  account,  and  the  outgoings,  such  as  ground  rent, 
insurance  repairs — calculated  at  a  reasonable  percentage — on 
the  other.  A  full  description  of  the  property  and  the  age  of 
the  life  tenant  must  be  given  in  the  portion  of  the  account 
set  apart  for  those  particulars,  and  the  Government  assesses 
the  Duty  payable. 

The  Duty  is  payable  on  the  annual  value  at  the  time  of 
the  succession,  if  the  property  is  unproductive — such  as  land 
which  cannot  be  let  a.8  agricultural  land — but  its  value  arises 
from  its  prospective  use  for  building  purposes — as  there 
is  no  present  annual  value,  it  is  questionable  whether  any 
Duty  is  payable. 

Legacy  or  Succession  Duty  is  also  payable  on  all  property 
passing  imder  settlements  in  much  the  same  way  as  under 
Wills,  and  8})ecial  forms  are  supplied  for  payment  of  Duties 
in  those  cases. 

It  is  the  duty  of  Accountants  having  charge  of  estates, 
whether  under  Wills  or  Settlements,  to  be  careful,  whenever 
deaths  occur  creating  fresh  interests,  to  see  that  all  duties 
payable  in  consequence  of  such  deaths  are  paid  before  the 
property  is  divided. 

Many  complicated  questions  often  arise,  either  in  the 
preparation  of  the  accounts  for  payment  of  Duty,  or  between 
the  officials  to  whom  the  accounts  are  submitted,  and  the 
executors,  but  except  so  far  as  I  have  dealt  with  the  subject, 
they  generally  are  of  so  legal  a  character,  that  the  Accoun- 
tant is  hardly  expected  to  deal  with  them  unless  the 
experience  he  has  acquired  in  the  course  of  his  practice 
enables  him  to  do  so. 

Solicitors  often  prepare  these  accounts  themselves;  but 
where  an  accountiuit  is  employed  to  manage  the  estate,  if 
he  does  not  prepare  the  accounts,  he  has  to  put  together  the 
necessary  information  in  proper  form  for  tne  solicitor,  and 
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for  this  purpose  a  certain  amount  of  knowledge  of  the  law 
and  the  practice  is  desirable. 

At  other  times  the  accountant  has  to  prepare  the  accounts 
himself,  only  referring  to  the  solicitor  upon  legal  points 
as  they  arise. 

Accounts  can  now  be  sent  direct  to  the  Inland  Revenue 
authorities  in  London  by  post.  In  the  case  of  complicated 
estates,  it  is  often  better  to  send  the  accounts  to  the  solicitors* 
Lfondon  agent,  who  attends  personally,  and  gets  them  passed 
easier  and  quicker  than  if  a  long  correspondence  has  to  be 
entered  upon  with  the  officials  by  post  respecting  queries 
they  may  make  upon  the  accounts. 

In  keeping  the  accounts  of  an  estate,  the  accountant 
should  do  it  so  that  if  the  estate  is  ever  put  into  Chancery 
complete  accounts  of  all  transactions  can  readily  be  fur- 
nished. He  should  also  take  great  care  that  the  estate 
is  managed  so  that  no  liability  can  ever  attach  to  the 
trustees. 

This  is,  perhaps,  his  chief  duty.  Of  course,  in  so  far  as  he 
is  not  consulted  by  the  trustees,  or  the  solicitor,  he  is  not 
responsible ;  but  so  far  as  th»>estato  is  left  to  his  manage- 
ment, or  so  far  as  he  can  control  or  influence  the  acts  of  tiie 
trustees  or  solicitor,  by  information  or  advice  founded  upon 
his  personal  knowledge  or  information,  he  should  do  so.  He 
has  numerous  opportunities  both  in  the  proper  investment 
of  the  funds,  by  only  making  proper  payments,  in  realizing 
the  assets  when  convenient  chances  occur,  and  generally  by 
managing  the  estate  in  strict  accordance  with  the  directions 
of  the  will,  with  the  law  of  the  land,  and  with  ordinary 
common  sense  and  prudence. 

One  special  point  is  to  keep  a  clear  distinction  between 
capital  and  income,  so  as  never  to  pay  away  capital  as 
income,  or  to  charge  expenditure  properly  chargeable  against 
income,  against  capital,  or  vic4  versa. 

If  the  estate  is  at  once  divisible,  all  the  parties  interested 
being  absolutely  entitled  to  their  shares,  it  may  not  be  con- 
sidered necessary  to  open  a  set  of  books,  but  instead  to  pre- 
pare a  simple  account,  shewing  the  realization  of  the  estate, 
the  pavment  of  the  liabilities  and  expenses,  and  the  division 
of  the  balance,  and  to  have  the  same  signed  by  the  legatees,  or 
attached  to  a  release  prepared  by  the  solicitor. 

In  any  case  when  partmg  with  a  share  of  an  estate,  it  is 
always  desirable  to  have  an  estase  account  prepared,  showing 
how  such  share  is  arrived  at  with  a  certificate  at  foot  signed 
by  the  legatee,  stating  that  he  has  examined  and  approves  of 
same.  Sometimes  a  certificate  of  this  sort  is  written  in  the 
the  estate  books  themselves  and  signed. 

If  a  formal  release  with  the  account  attached  can  be 
obtained,  so  much  the  better  for  the  trustee,  but  legatees  are 
not  bound  to  sign  releases,  although  trustees  often  obtain 
them,  and  legatees  are  generally  willing  to  give  them  if  they 
are  satisfied  that  all  is  in  order. 

If  a  legatee  refuses  to  give  a  formal  release,  a  trustee  can 
put  him  to  a  good  deal  of  trouble  and  expense  by  throwing 
the  estate  into  Chancery,  in  which  case  the  trustee  is  even 
better  protected  than  if  he  had  a  release,  because  the  Court 
sanctions  all  that  has  been  done — except  of  course  so  far  as 
it  finds  the  trustee  has  acted  improperly — and  the  trustee 
csmnot  afterwards  be  attacked. 

Many  large  estates  are  now  administered  in  Chancery  by 
means  of  friendly  suits,  which  need  not  be  very  expensive, 
and  by  whjch  means  trustees  can  obtain  the  sanction  of  the 
Court  to  all  their  actions,  and  they  are  protected  from  all 
attacks  upon  their  management,  the  estate  paying  the  costs 
of  the  suit — Indeed,  whatever  the  nature  of  the  suit,  the  estate 
generally  pays  the  costs. 

As  a  rule  the  great  bugbear  of  trustees  is  the  Court  of 
Chancery,  and  not  without  reason,  for  any  person  having  an 
interest  in  an  estate  can  commence  an  action,  and  overhaul 
the  trustees*  accounts  from  the  first,  and  although  he  may 
have  acted  with  the  very  host  intentions,  he  may  be  forced 
to  refund  many  payments  which  the  Court  considers  un- 
necessary, and  make  good  losses  it  thinks  should  not  have  been 


incurred.  As  I  have  said,  a  trustee  may  protect  himself 
against  such  risks  as  this,  by  himself  putting  the  estate  into 
Chancery  from  the  first,  and  obtaining  the  sanction  of  the 
Court  to  all  his  proceedings,  and  he  is  also  protected  if  ho 
obtains  a  proper  release,  and  in  all  probability  a  signed 
account  would  protect  him  against  any  senous  ckiim. 
Trustees  however,  as  a  rule,  having  accepted  the  trust  as  an 
act  of  friendship,  desire  to  avoid  the  expense  of  Chancery 
proceedings,  preferring  to  run  some  little  risk  themselves, 
and  probably  the  chief  duty  of  an  Accountant  is,  as  I  have 
already  pointed  out,  to  see  that  the  accounts  are  kept,  and 
the  estate  is  managed  so  that  the  Court  of  Chancery  may 
have  no  terrors  for  his  clients. 

In  the  case  of  most  estates  it  is  desirable  to  have  estate 
books.  I  usually  have  a  cash  book  and  lodger,  but  no 
journal,  as  trust  estate  books  should,  as  far  as  possible  and 
convenient,  deal  with  cash  transactions  only ;  and  entries 
which  in  mercantile  books  would  come  from  the  journal 
being  made  in  the  ledger  by  transfer  entries  from  one- 
account  to  another,  and  the  particulars  otherwise  furnished 
in  the  journal,  being  given  in  one  or  other  of  the  ledger 
entries. 

In  some  cases  it  may  be  useful  to  have  a  journal ;  but 
generally  speaking  the  book-keeping  is  so  simple  that  it  is  not 
necessary,  and  the  infonnation  found  in  the  ledger  is  more 
in  the  form  in  which  it  will  be  required  if  Chancery  proceed- 
ings ever  arise. 

In  keeping  trust  estate  books,  the  principal  point  to  be 
borne  in  mind  is  the  great  and  essential  difference  between 
capital  and  income.  It  is  by  mixing  up  these  two,  or 
putting  doubtful  items  to  the  wrong  account,  that  t.nistees 
often  get  involved  in  litigation. 

The  distinction  should  be  as  carefully  kept  as  in  the  case 
of  limited  liability  companies,  except  where  the  same 
persons  take  both,  when  it  does*nt  so  much  matter. 

The  proportions  of  all  i^ents,  interests,  and  dividends  to 
day  of  death  are  capital.  So  is  the  proportion  of  interest  on 
liabilities.  Proceeds  of  sales  of  allotments  of  stock,  made 
in  respect  of  other  stocks  held  by  the  estate,  are  capital, 
although  I  have  known  them  paid  away  to  life  tenants  as 
income.  So  are  the  profits  made  on  the  sales  of  investments 
or  increased  value  of  investments. 

Dividends  on  shares  in  ships,  or  rents  of  leaseholds,  or 
revenue  from  other  depreciating  securities  are  not  neces- 
sarily income. 

Unless  there  is  special  authority  in  the  Will  to  hold  these 
sort  of  Investments,  and  as  to  the  Revenue  arising  therefrom, 
they  should  be  sold,  if  possible.  If  not,  provision  for 
depreciation  may  be  necessary.  For  instance,  dividends  on 
ships  should  be  applied  in  paying  as  income,  say  four  per 
cent,  on  the  value  of  such  shares  at  the  death,  and  the 
surplus,  if  any,  should  go  to  capital ;  out  of  leasehold  rents  a 
fund  should  first  be  provided,  sufficient  to  keep  the  leases 
renewed  from  time  to  time,  and  the  balance  only  be  income. 
Other  depreciating  securities  should  be  dealt  with  similarly. 

On  the  other  hand,  losses  on  realization,  or  change  of 
investments,  are  chargeable  against  capital,  and  speaking 
generally,  there  is  no  obligation  to  niake  good  losses  of 
capital  out  of  income. 

Costs  in  connexion  with  income,  of  collecting  and  dis- 
tributing it,  and  keeping  accounts  thereof,  are  chargeable 
against  income,  but  the  cost  of  managing  the  estate  generally, 
looking  after  the  investments  and  trust  funds,  appointing 
new  trustees,  come  out  of  capital  as  they  are  incurred  for  tl  e 
protection  thereof. 

Rents,  interests,  and  dividends,  are  all  now  apportionable 
as  though  they  accrued  from  day  to  day,  and  persons 
entitled  to  life  interests  in  certain  funds,  are  entitled  to  the 
proportion  of  all  income  thereon  to  the  dates  of  their  deaths. 

Legacies  are  not  usually  bound  to  be  paid  until  twelve 
months  after  death  of  the  testator,  and  do  not  carry  interest 
until  after  that  time;  but  I  think  an  executor  may  pay  them 
sooner  if  ho  is  so  disposed. 
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In  an  estate  ledger,  I  would  open  accounts  for  each  of  the 
various  securities  or  properties  belonging  to  the  estate — giving 
particulars  in  the  heading,  but,  except  in  certain  cases 
mentioned  just  now,  putting  nothing  into  the  last  columns 
until  some  cash  transaction  takes  place  in  connexion  with 
the  investment.  When  the  investment  is  sold,  the  cash 
realised  is  posted  to  the  credit  of  the  account.  The  proceeds 
of  various  mvestmcnts  standing  to  the  credit  of  the  various 
accounts  are  periodically  transferred  to  certain  general 
accounts,  such  as  "  railway  shares  sold,"  "  shares  in  ships 
sold,"  **  freehold,"  or  *•  leasehold  property  sold,"  and  these 
accoimts  shew  from  time  to  time  the  total  sum  realised  from 
each  of  such  sources. 

Again,  I  periodically  transfer  the  total  of  these  accounts  to 
the  credit  of  a  general  Estate  account,  which  then  shows  the 
total  sum  realized.  Cash  in  the  bank  or  in  the  house  is 
posted  to  accounts,  and  transferred  to  Estate  account. 

Debts  and  other  liabilities  have  accounts  opened,  and  the 
'totals  paid  are  transferred  to  the  debit  of  estate  account, 
and  funeral  expenses  and  expenses  of  executorship  are  dealt 
with  in  the.  same  way,  and  the  estate  account  then  shows 
the  total  of  all  receipts  and  payments  as  capital  account 
and  the  net  balance  realized. 

Investments  by  the  executorship  have  accounts  opened, 
and  if  they  are  sold  aut  again,  any  profit  or  loss  remaining 
in  the  account  is  transferred  to  Estate  account. 

So  far  I  have  dealt  with  cash  only ;  but  in  the  case  of 
bonds  or  mortgages  for  fixed  sxuns  I  treat  them  as  represent- 
ing actual  cash  sums,  which  they  do,  and  when  I  open 
accounts  for  them  I  at  once  debit  the  amounts  to  the 
aoGOunts,  passing  the  totals  through  general  accounts  to  the 
credit  of  estate  account,  or,  if  they  are  liabilities,  to  the 
debit  of  estate  account. 

The  proportions  of  dividends,  interests,  and  rents  to  rate 
of  death,  being  capital,  are  also  passed  through  accounts  for 
that  purpose ;  and  legacies  payable  out  of  residue  pass 
through  legacy  account  to  estate  account,  the  result  being 
that  the  estate  account  corresponds  closely  with  the  cash 
columns  on  the  Ist  and  2nd  pages  of  a  residuary  account. 

Income  accounts  are  opened  and  the  balance  divided 
periodically,  and  paid  to  the  persons  entitled  ;  and  in  other 
sespects  the  ordinary  principles  of  book-keeping  apply. 

So  far  I  have  avoided  making  any  valuations  in  the  books 
of  investments  left  by  the  testator  of  no  exact  value  ;  but  a 
time  arrives  when  a  legatee  is  entitled  to  have  his  share  paid 
whilst  other  shares  remain  in  trust.  Strictly  speaking,  a 
legatee  is  only  entitled  to  his  exact  share  of  each  investment 
after  setting  aside  sufficient  to  provide  annuities  or  other 
outgomgs ;  but  in  practice,  it  is  often  inconvenient  to  divide 
np  all  the  investments,  and  it  is  arranged  for  the  legatee  to 
take  certain  of  the  securities  equal  in  value  to  his  share  of 
the  whole.  For  this  purpose  it  is  necessary  to  value  up  all 
the  securities  dealt  with  in  the  division,  so  as  to  ascertain 
the  amount  each  legatee  is  entitled  to,  and  then  it  generally 
becomes  desirable  to  depart  from  the  principle  of  avoiding 
valuations  in  the  books,  and  by  the  necessary  entries  to 
make  the  investment  account  and  estate  account  cor- 
respond with  the  valuation,  so  that  the  estate  account  may 
show  the  share  payable  to  the  legatee  entitled. 

At  a  division  or  partial  division  of  this  sort,  shares  of 
doubtful  securities,  or  investments  not  authorized  by  the 
will  to  be  held  as  investments,  should  not  be  taken  over  by 
the  trustees  on  account  of  the  share  remaining  in  trust. 

If  these  securities  cannot  be  divided  so  that  the  legatee 
can  take  his  exact  share  of  each,  they  must  be  excluded  from 
the  general  division,  and  a  separate  account  kept  of  them,  so 
that  the  legatee  pcud  off,  shall  get  his  share  of  them  as  they 
may  from  time  to  time  be  realised. 

This*  makes  two  income  accounts  also  necessary ;  one  of 
the  gonerfiJ  investments  hold  on  account  of  the  shares 
remaining  in  trust,  and  one  of  the  undivided  investments  of 
which  the  legatee  paid  out  of  the  general  fund,  continues  to 
take  his  share. 


When  payments  on  account  are  made  to  legatees,  they 
should  be  charged  with  interest  on  such  advances — ^in  order 
to  equalise  them  with  the  others— either  at  a  rate  agreed 
upon,  or  at  the  average  rate  of  interest  the  estate  yields,  and 
in  arriving  at  this  average,  only  the  investments  such  as  the 
trustees  are  authorised  to  hold,  should,  I  think,  be  taken  into 
account,  and  not  doubtful  or  unsaleable  securities  which 
the  trustees  may  happen  to  have  on  hand.  Care  should  also 
be  taken  when  making  a  payment  on  account,  not  to  over- 
pay a  legatee. 

Exceptional  circumstances  may  make  variations  desirable 
in  the  mode  estate  books  are  kept,  and  the  accounts  8tat(»d, 
and  I  have  noticed  that  the  manner  in  which  estate  books 
are  kept  in  different  Accountants'  offices,  differs  very  much ; 
and  I  would  suggest  that  it  might  be  desirable  for  Chartered 
Accountants,  as  a  body,  to  draw  up  and  recommend  for 
general  adoption,  some  uniform  system  of  keeping  trust 
estate  accounts. 

Trustees  are  usually  directed  to  sell  and  get  in  the  estate, 
but  with  power  to  postpone  selling  if  they  see  fit  for 
considerable  periods.  This,  however,  does  not  justify  them 
in  not  selling  when  fair  prices  offer,  and  they  are  only 
justified  in  holding  when  they  consider  property  is  unduly 
depressed  or  likely  to  improve  in  value,  and  then  not 
indefinitely,  and  if  they  decline  what  they  should  consider  a 
good  price,  they  might  be  made  liable  for  any  loss  arising. 
On  points  such  as  these,  Accountants  should  see  that  their 
clients  are  kept  well  advised. 

The  keeping  of  trust  accounts  often  brings  the  manage- 
ment of  properties  to  Accountants,  and  as  they  are  paid  by 
their  clients,  they  have  no  business,  without  their  knowledge 
or  consent,  jbo  accept  commissions  from  other  sources  in 
connexion  with  such  properties,  such  as  return  commissions 
from  tradesmen  and  others,  which,  if  received,  belong  to  the 
client. 

Care  must  be  taken  that  all  buildings,  whether  owned  or 
mortgaged,  are  kept  fully  insured,  and,  in  conclusion, 
students  must  remember  that  what  they  learn  in  their  offices 
about  particular  trusts  is  strictly  private,  and  must  not  be 
talked  about  outside. 


A  discussion  afterwards  took  place  on  the  points  raised  by 
the  lecture. 

A  vote  of  thanks  was  accorded  to  Mr.  Wade  for  his  lecture, 
also  to  Mr.  Abbott  for  presiding. 


NOTTINGHAM  AND 

MIDLAND     COUNTIES'     ACCOUNTANTS' 

STUDENTS'  ASSOCIATION. 


The  inaugural  meeting  of  the  Nottingham  and  Midland 
Counties'  Accountants'  Students'  Association  was  held  at 
the  offices  of  Messrs.  Mellors  and  Basden,  1,  King  John's 
Chambers,  Bridlesmith  Gate,  on  Wednesday,  the  SOth 
January,  1884,  at  half-past  seven  o'clock ;  Robert  Mellors, 
Esq.,  F.C.A.  (the  president)  occupying  the  chair).  There 
were  present  Duncan  F.  Basden,  Esq.,  P.C.A.,  J.  E.  Bryan, 
Esq.,  Borough  Accoimtant,  and  H.  Hubbart,  Esq.,  A.C.A., 
(vice-presidents)  and  about  40  other  gentlemen. 

The  Secretary  (Abthur  C.  Boubner,  A.C.A.),  read  his 
report  on  the  formation  of  the  Association,  as  follows  : — 

The  need  for  an  Accoimtants'  Students'  Association  for 
Nottingham  and  district  has  long  been  felt,  but  owing  to  a 
variety  of  cii'cumstances,  the  initiative  was  not  taken  until 
November  of  last  year.    After  conversation  between  several 
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gentlemen,  it  was  thought  desirable  to  call  a  meeting  of 
clerks,  who  would  take  an  interest  in  such  an  association. 
A  meeting  of  representatives  from  the  principal  offices  was 
held,  at  which  it  was  decided  to  take  immediate  steps  to 
form  an  Accountants'  Students'  Assosiation  for  Nottingham 
and  district.  A  circular  was  issued  to  the  Accountants  of 
Nottingham,  Derby,  Leicester,  and  Newark,  asking  for  a 
list  of  tbeir  clerks,  and  after  the  replies  had  been  received  a 
second  meeting  of  the  promoters  was  held,  and  a  committee 
appointed  to  send  out  invitations  for  a  general  meeting  of 
accountants'  clerks. 

A  large  and  influential  meeting  of  accountants  and  clerks, 
including  representatives  from  Leicester  and  Newark,  was 
held  on  Nov.  SOth,  and  at  that  meeting  a  resolution  was 
unanimously  passed,  forming  the  Association.  A  draft  code 
of  rules  was  prepared,  and  a  committee  appointed  to  revise 
them. 

This  is  the  history,  so  far,  of  the  formation  of  this  asso- 
ciation, which  we  are  now  inaugurating.  It  has  been  formed 
for  the  purpose  of  advancing  its  members  in  the  knowledge 
and  practice  of  Accountancy,  and  thus  not  only  help  students 
to  pass  their  examination,  but  also  be  beneficial  to  all  its 
members. 

To  carry  out  these  objects  it  is  proposed  to  have  a 
library,  both  for  reference  and  circulation,  in  addition  to 
the  library,  lectures  will  be  given,  dealing  with  the  principal 
branches  of  the  profession,  and  the  committee  intend  to 
put  forward,  so  as  to  raise  discussions  •pro  forma^  bank- 
ruptcies, liquidations,  balance  sheets,  &c.,  and  thus  give 
opportunities  to  students  to  become  thoroughly  conversant 
with  all  the  branches  of  the  profession.  It  has  been  thought 
that  the  subscription  is  low,  but  through  the  kindness  of  the 
firm  of  Messrs.  Mellors  and  Basden,  we  have  beenprovided  with 
a  very  convenient  room,  rent  free,  so  that  our  working  expenses 
will  not  be  high,  and  we  shall,  it  is  hoped,  be  able  out  of 
the  funds,  to  purchase  books  for  a  library,  to  which  I  may 
say  we  are  open  to  receive  any  gifts. 

The  pR£sn>ENT  then  delivered  his  inaugural  address,  and 
said :  Gentlemen,  it  is  due  to  you  that  I  should,  in  the  first 
place,  thank  you  for  the  honour  you  have  done  me  in  asking 
me  to  become  your  President.  I  have  pleasure  in  complying 
with  your  request,  firstly,  because  of  tne  interest  I  take  in 
the  welfare  of  the  young,  particularly  of  young  men  who  are 
helping  themselves ;  and,  secondly,  because  I  think  there  is 
necessity  for  improving  our  position  as  Accountants.  I 
understand  your  object  to  be  a  desire  to  mutually  help  one 
another  the  better  to  understand  the  principles  upon  which 
our  profession  is  based,  and  to  promote  skill  in  the  applica- 
tion of  those  principles  to  our  work. 

Last  Thursday  night  there  was  a  distinguished  gathering 
in  our  splendid  University  Buildings,  called  together  for  the 
purpose  of  opening  the  workshops  in  connection  with  the  new 
Technical  School.  Professor  Qamett  stated  that  the 
object  of  those  schools  was  to  provide  instruction  in  the 
principles  which  underlie  the  stapb  industries  of  the  town, 
and  in  some  cases  to  supplement  the  training  of  the  factory, 
by  affording  systematic  instruction  in  the  use  of  tools. 

Sir  Frederick  Bramwell,  F.R.S.,  in  an  excellent  address, 
described  himself  as  a  trained  mechanic  who  had  been  at 
work  ever  since  he  had  been  a  boy,  when  he  worked  at  the 
workshop,  and  worked  himself  up. 

Sir  Robert  Rawlinson,  at  that  meeting,  described  himself 
as  having  been  bom  of  poor,  but  honest  parents,  who  could 
work  for  themselves,  and  then  referred  to  the  fact  that  in  his 
boyhood  there  were  no  such  chances  of  acquiring  knowledge, 
either  of  literature,  or  by  such  means  as  the  schools  then 
opened  offered. 

If  I  understand  your  objects  rightly,  what  was  last  week 
being  done  for  the  staple  trades,  is  this  evening  proposed  to  be 
done  for  our  profession,  as  Accountants.  At  that  meeting  it 
was  proposed  to  apply  science  to  trade,  and  to  promote 
dexterity  in  the  use  of  tools.  At  our  meeting  we  propose 
that  young  men  who  ore  to  be  members  of  the  profession  in 


the  future  shall  understand  the  principles  upon  which  they 
are  to  act,  ani  to  help  one  another,  the  better  to  promote 
their  mutual  improvement.  We  do  not  seek  to  promote 
skill  in  penmanship,  but  to  help  young  men  to  develop  and 
train  the  powers  that  God  has  given  them,  and  to  apply 
them  to  the  work  that  they  have  in  hand;  to  set  them 
thinking,  as  to  the  why,  what,  and  how,  their  work  is  to  be 
done.  In  many  of  o'lr  workshops  the  great  complaint  is 
that  the  workmen  will  not  think. 

Our  agricultural  industry  languishes  partly  because  of  the 
lack  of  skill  on  the  part  of  those  engaged  in  it.  For  one  who 
works  therein  scientifically  and  understands  the  why  and 
how  of  his  work,  there  are  50  who  simply  do  as  their  grand- 
father's did.  In  our  profession  this  cannot  be  done.  So  far 
as  Accountants  are  concerned,  we  are  of  comparatively 
modem  growth.  SO  years  ago  there  were  no  Aocotmtants  in 
Nottingham,  except  rent  collectors,  solicitors'  clerks,  and 
ordinary  book-keepers.  At  that  time  our  town  was  com- 
paratively small,  having  a  population  of  58,000  persons,  and 
with  the  adjacent  parishes,  106,000  only,  but  there  has 
since  been  a  rapid  growth,  until  our  extended  borough  has 
now  a  population  of  about  905,000,  and  it  has  also  increased 
in  like  manner  in  rateable  value,  and  in  the  varied  opera- 
tions of  trade.  Most  of  you  come  from  various  parts  of  tiie 
country  to  our  town  and  district,  situate  as  we  are  in  the 
very  heart  of  the  country,  and  surrounded  with  resources  of 
vast  mineral  wealth  and  manufacturing  industry,  skill  and 
art.  The  necessity  for  skilled  Accountants  has  arisen 
partly  from  the  enormous  development  of  trade,  involving 
large  transactions,  and  consequently  great  risks,  partly  from 
advanced  education  opening  the  door  to  increased  frauds, 
which  can  only  be  prevented  by  corresponding  diligence,  and 
partly  to  legislation  ;  which,  with  all  its  changes,  augments 
the  work  of  Accountants.  Thus,  when  the  Bankruptcy  Act, 
1849,  was  passed,  I  have  heard  it  said  that  Accountants  in 
towns  thought  that  their  work  would  be  taken  from  them, 
but  that  Act,  by  requiring  detailed  balance-sheets  with  goods 
accounts,  cash  accounts,  deficiency  accounts,  Ac,  roally 
increased  Accountants'  work.  The  Act  of  1861  and  1872 
altered  the  proceedings,  and  instead  of  requiring  balance- 
sheets  largely  promoted  the  administration  of  estates,  which 
passed  into  Accountants'  hands.  Unfortunately  in  many 
cases,  Accountuits,  so-called,  abused  their  trusts,  and  so 
brought  odium  on  the  entire  profession.  A  further  change 
has  now  taken  place,  and  the  operation  of  the  Act  of  18^, 
while  it  will  sweep  away  a  considerable  number  of  third- 
class  Accountants,  will,  at  the  same  time  tend  to  purify  the 
atmosphere,  and  increase  genuine  Accountancy  work.  For 
instance,  for  the  first  time  we  have  a  direct  legislative  in- 
centive for  tradesmen  keeping  proper  books  of  account,  as  no 
man  can  ensure  success,  and  in  case  of  failure,  if  a  bankrupt 
has  omitted  to  keep  proper  books  of  account,  as  sufficiently 
disclose  his  business  transactions,  and  his  financial  position 
for  the  three  years  immediately  preceding  his  bankruptcy, 
then  the  Court  will  either  refuse  the  order  of  discharge,  or 
suspend  the  operation  of  the  order  for  a  specified  time,  or 
grant  an  order  of  discharge,  subject  to  conditions  with  re- 
spect to  earnings  or  income,  which  may  become  due  to  the 
bankrupt,  or  with  respect  to  his  after  acquired  property. 
The  effect  of  this  portion  of  the  Act,  will,  I  doubt  not,  be 
that  tradesmen  will  have  their  books  kept  properly,  and  an 
annual  balance-sheet  prepared,  calling  in  some  respectable 
Accountant  to  verify  its  correctness. 

Again,  the  Joint  Stock  Companies'  Act  of  1862  has  led  to  a 
large  increase  in  the  number  of  limited  Liability  Companies ; 
and  while  it  is  unquestionable  that  this  has  given  occasion 
for  a  vast  amount  of  fraud,  yet  it  has  also  given  an  enormous 
development  to  trade,  while  it  has  found  in  well-selected 
concerns,  a  profitable  channel  for  the  investment  of  the 
savings  of  the  middle  and  upper  classes  mentioned.  This 
has  occasioned  the  calling  in  of  Accountants  to  investigate 
the  value  of  concerns  which  have  been  turned  into  Limited 
Liability  Companies,  and  where  this  has  been  done  carefully 
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and  efficiently  it  has  been  the  means  of  testing  the  sound- 
ness of  such  concerns,  and  giving  confidence  to  those  who 
have  invested  their  monies.  It  has  also  occasioned  the 
necessity  for  an  annnal  audit  and  report,  which  is  usually 
made  by  an  Accountant. 

An  improvement  in  the  law  of  partnership,  which  has 
long  been  a  desideratum,  whereby  a  person  having  capital 
could  securely  invest  his  money  in  a  limited  partnership, 
vrithout  a  limited  Company,  will  still  further  mcrease  the 
work  of  our  professfon,  and  it  is  even  hoped  that  Mr.  Monks 
bill  will  shortly  receive  the  sanction  of  Parliament. 

Now,  gentlemen,  I  have  only  mentioned  two  of  tiie  direc- 
tions in  which  legislation  has  increased  the  work  of  our  pro- 
fession, and  the  necessity  for  skill  among  Accountants,  out 
in  addition  to  all  this  you  have  now  to  prepare  accounts  for 
the  Chancery  Division  of  the  High  Court  of  cfustice,  and  other 
law  courts,  and  accounts  for  executors  and  administrators. 
Accountants  have  frequently  either  to  act  as  arbitrators,  or 
prepare  accounts  for  arbitrators.  There  is  a  growing  ten- 
dency on  the  part  of  the  judges  not  to  waste  the  time  of  the 
courts  by  going  into  complicated  accounts,  but  to  require 
the  certificate  of  some  Accountant.  You  will  have  fre- 
quently to  act  as  secretaries,  promoters  of  companies, 
liquidators,  trustees  or  receivers  in  Chancery,  thus  showing 
that  the  profession  has  become  an  extensive  and  important 
one,  upon  the  integrity  and  skill  of  whose  members  depends 
the  security  of  a  vast  amount  of  capital  and  the  comfort 
of  thousands  of  persons  who  have  invested  their  monies 
upon  the  faith  of  a  certificate  given  by  a  man  who  has  a 
reputation  at  stake,  and  who  is  known  to  be  skilled  in  the 
preparation  and  dissection  of  accounts. 

The  Boyal  Charter,  by  which  Accountants  have  been 
formed  into  a  body,  has  not  come  a  day  too  soon.  It  was 
necessary  that  there  should  be  some  guarantee  for  ability 
and  integrity,  and  although  it  is  not  possible,  by  the  forma- 
tion of  an  Institute  to  ensure  this,  yet  the  means  of  exercis- 
ing discipline,  and  of  expelling  unworthy  members,  will 
have  a  greatly  improving  mfluence,  while  the  necessity  for 
all  young  members  passing  the  examination  will  have  a 
gradual  tendency  to  make  the  profession  more  worthy  of  its 
position,  and  even  to  those  young  men  who  are  not  8u:ticled, 
but  who  occupy  positions  of  confidence  and  trust  in 
Accountants'  offices,  it  cannot  fail  to  be  of  advantage  to  them 
to  come  together  at  stated  periods  to  read  and  hear  papers 
bearing  upon  their  daily  occupation,  and  to  all  it  must  be 
of  service  to  have  books  of  a  technical  character  circulating 
among  them,  inasmuch  as  such  books  are  usually  of  an 
expensive  kind,  of  little  interest  to  the  general  student,  and 
will  only  be  purchased  by  those  to  whom  such  books  are 
specially  directed. 

One  reason  for  the  formation  of  this  Accountants'  Stu- 
dents' Association,  is,  I  am  informed,  the  fact  just  referred 
to,  that  all  persons  becoming  Associates  of  the  Institute  of 
Chartered  Accountants,  must  pass  the  examinations. 
The  examinations  are,  to  my  mind,  somewhat  severe. 
They  require,  in  the  first  place,  a  first-rate  education  to  pass 
the  **  preliminary  ;"  this,  however,  we  cannot  complain  of. 
but  the  questions  which  are  put  in  the  intermediate  and 
final  examinations,  require  such  an  extensive  knowledge  of 
law,  and  such  acquaintance  with  commercial  transactions, 
that  unless  there  be  some  aids  to  young  men,  both  on  the 
part  of  their  principals,  and  also  the  mutual  helpfulness,  as 
well  as  by  persevering  painstaking  study,  it  will  be  utterly 
impossible  to  pass  these  examinations  with  credit.  Not 
merely  in  the  preparation  for  such  examinations,  but  also  in 
the  carrying  out  of  your  work  you  will  require  great  care,  so 
as  to  ensure  accuracy  clearness  of  thought,  so  as  to  avoid 
confusion ;  great  pow^ers  of  observation,  so  as  properly  to 
realisse  the  facts  that  have  to  come  under  your  notice ;  to- 
gether with  skill  in  the  manipulation  of  figures.  None  ot 
these  can  be  obtained  by  chance.  There  is  no  royal  ros^  to 
skill  in  accounts.  Only  steady  perseverance  will  ensure 
success ;  only  thoroughness  con  make  you  strong  on  these 


points.  If  you  are  to  manifest  genius,  it  can  only  be  by  a 
capacity  for  taking  pains,  remembering  that  whatever  is 
worth  doing  is  worth  doing  well.  This  will  be  best  observed 
by  working  systematically  and  cultivating  great  simplicity. 
It  not  unfrequently  happens  that  balance-sheets  are  pre- 
pared in  so  confused  a  manner  that  it  is  difficult  even  for  an 
experienced  Accountant  to  grasp  at  a  glance  the  position  of 
affairs.  I  would  strongly  urge  the  necessity  for  '*  self- 
speaking"  accounts,  so  that  complications  may  be  avoided, 
and  all  the  various  items  brought  to  a  focus. 

You  will  find  great  care  necessary  in  the  verifying  of  the 
correctness  of  all  the  items  of  a  balance-sheet,  and  parti- 
cularly of  the  assets.  Thus  in  machinery,  unless  you  take 
care  that  sufficient  provision  has  been  made,  not  only  for 
charging  the  ordinary  repairs,  but  also  a  per  centage  for 
depreciation,  you  will  find  in  the  course  of  a  few  years  that 
either  by  use,  ot  by  improvements  in  mechanical  invention, 
such  machinery  will  be  of  considerably  less  value  than  it 
appears  in  your  balance-sheet.  Again,  in  book  debts,  not 
only  must  provision  be  made  for  bad  and  doubtful  debts, 
but  also  for  discounts  and  cost  of  collection.  In  stocks, 
frequently  a  part  of  the  merchant's  profit  is  anticipated, 
sufficient  provision  is  not  made  for  spoiled,  damaged,  or 
season  goods,  or  goods  the  value  of  which  is  depreciated  by 
change  of  fashion. 

I  would  impress  upon  you  that  in  your  preparation  of 
balance-sheets,  you  should  take  care,  that  as  far  as  practic- 
able, all  the  assets  are  realisable.  Always  discourage  the 
bringing  in  of  large  items  for  goodwill,  formation  expenses, 
cost  of  patents  (which  may  be  valueless)  &c.,  an  Accountant 
should  not  take  anything  for  granted.  I  remember  an 
instance  in  which  observing  that  the  cash  in  hand  had  for 
several  years  appeared  somewhat  large.  I  required  the 
cashier  to  actually  produce  to  me  his  cash  as  shown  in  the 
accounts,  which  I  found  consisted  to  a  considerable  extent 
of  memoranda,  old  deficits,  joins,  &c,  the  result  of  which  dis- 
closure was  that  he  lost  his  situation.  As  an  illustration  of 
the  necessity  for  your  being  wide  awake  in  the  ascertaining 
the  correctness  of  the  assets,  I  may  refer  to  the  recent  pro- 
secution of  Warden  and  Watters,  where  you  will  remember 
a  part  of  the  securities  which  had  passed  the  auditors  were 
afterwards  made  to  do  duty  a  second  time,  so  that  twice  on 
the  same  day  they  appeared  as  assets  in  different  accounts. 

I  have  not  time  in  this  address  to  enter  into  the  necessity 
for  like  care  in  the  verification  of  liabilities.  Here  let  ine 
say  that  I  have  no  faith  in  cheap  audits.  It  is  not  an 
uncommon  thing  for  auditors  to  be  paid  two  or  three 
guineas  to  sign  accounts,  and  very  frequently  those  signa- 
tures are  dear  at  the  price.  I  remember  a  compcuiy  in 
Nottingham  some  years  ago,  where  the  auditors,  who  were 
respectable  shopkeepers,  were  always  convened  for  the  audit 
half -an-hour  before  dinner.  The  so-called  audit  merely  con- 
sisted of  their  accepting  a  few  figures  on  sUps,  prepared  by 
the  Secretary,  showing  how  he  had  arrived  at  the  items  of 
the  balance-sheet,  he  wished  them  to  sign,  and  as  there  was 
only  a  limited  time  before  it  was  necessary  to  adjourn  to 
dinner,  the  accounts  were  signed  and  good  fellowship  fol- 
lowed. Need  I  say  that  the  company  found  it  necessary, 
upon  the  death  of  its  Secretary  to  transfer  its  business, 
through  inability  to  carry  it  on  successfully.  I  should  now 
refer  to  a  point,  that  as  auditor,  you  will  frequently  find  the 
need  for,  viz.,  conscientiousness.  Auditors  of  limited  com- 
panies are,  as  you  are  aware,  appointed  by  shareholders, 
but  the  directors  are  generally  the  principal  shareholders. 
Sometimes  it  will  be  necessary  to  take  a  position  contrary 
to  the  opinions  of  the  directors,  and  in  so  doing  you  may 
risk  the  continuance  of  your  appointment.  One  could  wish 
that  the  position  of  an  auditor  was  somewhat  more  secure, 
so  that  he  might  feel  more  independent.  It  is  difficult  to 
see  how  this  could  bo  done,  and  until  it  can  be  accomplished, 
firmness  and  integrity  will  be  somewhat  at  a  disadvantage, 
but  yet  in  the  long  run  will  be  the  wisest  course, 
ioid  now  allow  me  to  urge-  upon  you  the  importance  of 
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cultivating  thoughtful  habits  of  mind.  The  preparation  of 
papers  to  be  read  before  the  Association  will  doubtless 
confer  even  more  benefit  upon  jourselves  individuaUy,  than 
it  will  to  those  who  listen  to  the  papers.  Thoughtlessness 
will  lead  to  loss  of  papers,  to  forget  fulness  of  memoranda,  to 
nogleot  of  appointments,  and  to  general  confusion,  and, 
pardon  me,  if  I  say  that  you  will  not  be  good  thinkers  if  you 
indulge  too  largely  in  pleasure  or  amusements  on  the  one 
hand,  or  if  on  the  other  hand,  you  indulge  in  any  yicious 
pursuits.  The  doing  of  things  you  know  you  ought  not  to, 
will  occasion  confusion  of  mind  and  inefficiency  in  life.  It 
is  a  remarkable  thing  which  1  am  unable  to  account  for,  but 
it  is  a  fact,  notwithstanding,  that  vicioos  men  cannot  either 
clearly  discern  truth,  nor  properly  appreciate  the  beautiful, 
or  accomplish  great  results. 

Let  me  warn  you  against  any  illegitimate  attempt  to 
make  a  balance  sheet  "  agree"  by  recourse  to  what  is  called 
"  cooking,"  as  it  is  sure  to  turn  upon  you  in  requiring  extra 
time  and  labour  in  your  next  balance,  so  that  you  will  be 
like  men  borrowing  money  to  meet  a  present  necessity  by 
agreeing  to  pay  100  per  cent,  interest. 

The  fact  is,  the  only  way  to  ensure  success  is  to  deserve  it. 
The  only  way  to  obtain  confidence  is  to  act  fairly,  truUi- 
folly,  and  above-board,  and  notwithstanding  that  oar  pro- 
fession is,  at  the  present  moment,  through  the  unscrupulous 
conduct  of  some  of  its  members  with  regard  to  bankruptcy 
practice,  under  a  cloud  of  public  estimation,  yet  be  assured 
that  right  doing  will  bring  returning  confidence,  lUthough  not 
■o  rapidly  as  wrong  doing  dissipates  it. 

I  would  illustrate  this  by  a  reference  to  the  legal  profes- 
sion, with  which  you  will  have  much  to  do.  No  profession  is 
more  abused.  Who  does  not  love  to  have  a  joke  about  the 
lawyer  eating  the  oyster  and  giving  his  client  the  shell  7 
Who  does  not  laugh  at  the  representation  of  a  law  suit,  in 
which  the  plaintiff  is  shown  as  pulling  at  the  horns  of  a  cow, 
and  the  defendant  at  the  tail,  while  the  lawyer  is  quietly 
milking  it,  and  yet  let  me  say  that  there  is  no  class  of  men 
more  trusted,  and  let  me  go  further,  and  say,  with  regard  to 
manyof  its  members,  more  deserving  to  be  trusted.  Into 
their  hands  clients  place  their  affairs,  doing  implicitly  as 
they  are  told,  and  they  do  so  because  they  have  confidence 
that  the  best  will  be  done  that  can  be  done. 

If  one  profession  secures  the  confidence  of  its  clients 
another  may. 

My  final  words  are,  have  a  purpose  in  life—  an  aimless  life 
is  a  useless  one — ^you  may  become  skilled  and  trusted,  if  you 
will,  but  neither  skill  nor  success  are  brought  about  by 
wishing ;  they  can  be  attained  and  retained  only  by  proper 
•zeroise. 

"  Act  well  your  part. 
There  all  the  honour  lies." 

Mr.  Hubbaut,  A.C.A.,  said  he  would  advise  any  person  in 
any  profession  or  business  to  bear  in  mind  that  "  A  man 
should  know  something  of  everything  and  everything  of 
something."  In  accountancy  people  should  not  coi&ne 
themselves  solely  to  accounts,  but  must  become  possessed 
also  of  general  information. 

Mr.  BRYAN  said  that  if  the  young  men  of  the  profession 
would  only  take  the  president's  remarks  to  heart  the  pro- 
fession would  be  very  much  raised. 

Mr.  Basdbn  said  it  might  bo  the  feeling  of  some  that 
when  a  profession  had  got  into  the  position  &at  theirs  had, 
in  consequence  of  the  unfaithful  way  in  which  many 
persons  had  carried  on  their  duties,  it  would  be  a  disgrace  to 
lelong  to  it.  But  he  supposed  that  in  whatever  profession 
of  business  anyone  entered  there  would  be  ample  scope  for 
dishonesty,  and  if  there  was  any  dishonesty  in  the  profes- 
sion of  accountancy,  then  there  was  the  more  need  for 
honesty  in  it,  and  instead  of  seeking  to  get  away  from  any 
occupation  which  was  laid  before  them,  let  them  raise  their 
business  by  their  presence  in  it. 

Mr.  DxBBYSBiBK  pioposed,  and  Mr.  Pbogtob  seconded,  a 


vote  of  thanks  to  the  president  for  his  address,  and  the 
motion  was  carried. 

It  was  arranged  that  at  the  next  meeting  of  the  society 
Mr.  Hubbart  should  offer  some  remarks  on  banking  in  its 
connection  with  accountancy.  The  meeting  passed  a  vote 
of  thanks  to  those  societies  that  had  given  advice  to,  and 
aided  in,  the  formation  of  that  one.  It  was  also  decided  to 
co-operate  with  other  similar  societies,  the  secretary  being 
appointed  co-operator.  A  request  was  ordered  to  be  for- 
warded to  the  Institute,  asking  for  a  grant  of  suitable  books, 
so  that  a  library  might  be  formed. 


MANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


BANKINa. 


By  James  Boardmah,  F.G.A.,  F.S.S. 


The  14th  ordinary  meeting  of  the  Manchester  Aooount- 
ants'  Students*  Society,  was  held  in  the  Old  Town  Uall,  on 
Monday  evening,  14th  January,  1884,  at  half  past  six 
o'clock. 

Present,  Adam  Murray,  Esq,F.C.A.  (in  thechair)  Jas.  Board- 
man,  Esq.,  P.C.A.,  P.S.S.,  C.  R.  Trevor,  Esq.  P.C.A.,  and  a  fair 
attendance  of  members. 

The  secretary,  Mr.  'Arthur  £.  Piggott,  read  the  minutes 
of  the  previous  meeting,  held  17th  December,  1888,  which 
were  declared  correctly  recorded.  A  letter  was  also  read 
from  David  Smith,  Esq.,  F.G.A.,  regretting  his  inability  to 
be  present. 

Mr.  Murray  in  introducing  the  lecturer  of  the  evening, 
stated  that  he  wished  for  a  moment  to  refer  to  the  lecture 
he  (Mr.  Murray)  delivered,  on  Income  Tax  Practice,  and  to 
say  that  before  sending  to  press  he  had  altered  his  manu- 
script to  the  extent  of  asserting,  that  Fire  Insurance 
premiums  were  allowed  in  reduction  of  duty  payable  ;  and 
that  he  should  have  the  pleasure  of  sending  to  each 
member  of  the  society,  a  copy  of  his  lecture  in  pamphlet 
form.  (Applause).  The  chairman  then  referred  to  the 
results  of  tne  December  examinations  of  the  Institute,  m 
which  five  members  of  the  Manchester  Accountants' 
Students'  Society  had  been  successful,  namely :  Mr.  Robert 
Smith  (clerk  to  Broome,  Murray,  and  Co.),  who  being  second 
in  order  of  merit  at  the  intermediate  examination  was 
entitled  to  the  socie^'s  prize  of  £2  2s.  Mr.  George  Sydney 
Turner  (also  clerk  to  Broome,  Murray,  and  Co.),  and  Mr. 
Richard  Robert  Hamilton  (with  the  same  firm),  and  in  the 
final  examination,  Mr.  James  B.  Sutton  (clerk  to  Handlcy 
and  Wild),  and  Mr.  John  Tonge  (clerk  to  Broome,  Murmy, 
and  Co.),  after  which  remarks  he  called  upon  Mr.  Janzes 
Boardman,  F.C.A.,  F.S.S.,  to  deliver  his  lecture  on 
"  Banking."    Mr.  Boardman  on  rising,  said  :— 

Mr.  Chairman  and  Gentleman.  On  being  requested  by 
your  indefatigable  secretary  to  address  you,  I  hesitated — 
not  from  any  disinclination  to  take  my  share  of  the  work, 
which  you  have  a  right  to  expect  from  me — for  I  felt  it  very 
difficult  to  be  able  to  bring  before  you  a  subject,  which  had 
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not  already  beeu  treated  by  others  of  our  profession  in  a 
more  exhaustive  and  skilful  manner  than  my  capacity  will 
permit  me  to  perform.  I,  nethertheless,  consider  it  a 
privilege  to  address  you  on  the  subject  of  banking — a  matter 
which  concerns  you  materially  in  the  honorable  profession 
which  you  have  chosen  to  pursue — yet,  I  regret  that  the 
time  at  my  disposal  has  been  limited,  notwithstanding  that 
I  was  early  apprit^ed  ]»y  Mr  Pig^'ott  that  the  general  com- 
mittee of  your  admirable  and  useful  society,  to  which  I  am 
proud  te  belong,  desired  from  me  an  address  on  an  instruc- 
tive topic.  In  selecting  banking  for  my  subject,  J  believe 
that  I  have  adopted  a  matter  which  has  not  been  touched 
upon  at  any  of  the  meetings  of  this,  or  other  intellectual 
associations  in  this  city.  I  feel,  thcreiore,  that  I  am  7wt 
travelling  upon  a  hard  and  beaten  track. 

Having  thus  made  these  few  introductory  remarks,  I  will 
now  pass,  witliout  delay,  to  my  subject,  but  let  me  first  be 
permitted  to  digress  for  the  purpose  of  saying  that  when  I 
had  decided  upon  what  should  be  the  head  of  my  address,  it 
was  not  the  difficulty  of  enlarging  upon  my  theme  that 
perplexed  me,  but  the  embarrassment  under  which  I 
labored  in  order  to  curtail  my  words,  without  contracting 
their  meaning,  so  as  to  save  you  from  weariness  or  im- 
patience. 

Banking  is  a  kind  of  trade  carried  on  for  the  purpose  of 
getting  money.  A  banker  is  an  intermediate  party  between 
the  borrower  and  the  lender.  Banking  differs  from  other 
businesses,  inasmuch,  as  it  is  carried  on  with  the  money  of 
other  people.  We  all  know  that  in  the  earlier  stages  of 
society,  little  or  no  money  was  required.  By  degrees,  as 
surplus  means  above  expenditure,  with  a  power  of  using  or 
exonanging,  that  surplus  created  capital  and  barter  or 
exchange  of  one  description  of  goods  for  another  began  to  be 
in  common  use,  and  a  defined  standard  as  a  medium  of 
exchange,  was  found  highly  desirable.  Bartering  is  the 
exchanging  of  one  commodity  directly  for  another  without 
the  employment  of  money  or  other  medium  of  exchange. 
This  is  the  usual  mode  adopt.ed  among  savages  or  uncivilized 
races,  and  it  is  likewise  generally  adopted  by  civilized  nations 
in  trading  with  savages. 

Banking  doubtless  first  took  its  rise  in  the  lending  of 
money  at  interest ;  but  the. origin  of  this  practice  is  so  remote 
that  it  does  not  come  within  tne  range  of  authentic  history. 
The  Bomans  were  learned  in  banking  opeirations.  The 
wealthy  men  caused  their  revenues  to  be  paid  into,  and 
cheques  or  drafts  drawn  upon,  the  banks.  The  bankers  of 
Rome  first  introduced  the  system  of  cheques.  If  the  creditor 
also  had  an  account  at  the  same  bank,  the  account  was  settled 
by  an  order  or  cheque,  authorising  the  transfer  of  the 
required  amount  to  the  account  of  the  transferee ;  similar  to 
the  course  pursued  by  modem  debtors  and  creditors.  Bank- 
ing was  then  looked  upon  with  contempt,  but  now  it  is 
deemed  very  respectable,  and  justly  so.  The  private  bankers 
of  Borne  w«re  held  in  disrepute  through  the  prejudice 
against  the  taking  of  interest  for  the  loon  of  money.  No 
doubt  the  rates  charged  were  exorbitant.  Augustus  Caesar 
lent  money  —  the  proceeds  of  confiscated  property  of 
Qriminals — without  interest,  to  citizens  who  could  pledge 
value  to  double  the  amount  advanced. 

Alexander  Severus  lent  money  at  a  low  rate  to  poor 
citizens  to  aid  them  to  purchase  lands,  agreeing  to  receive 

fayment  in  produce.    The  word  •*  bank  "  is  derived  from  the 
talian  word  Banco ^  a  bench. 

The  Lombard-jews  in  Italy,  who  were  the  first  to  establish 
the  business  in  Europe,  had  benches  in  the  market  place  for 
the  exchange  of  money  and  bills.  When  a  banker  failed  to 
meet  his  liabilities  his  bench  was  broken  up  by  the  infuriated 
creditors,  hence  the  word  Bankrupt, 

I  may  say  that  in  England  in  1731,  an  Act  was  passed  by 
which  a  bankrupt  who  secreted  his  books  or  property  in- 
curred the  penalty  of  death  ;  and  a  man  named  Perrott  Was, 
nnder  that  law,  hanged  in  1761.  If  that  Act  were  still 
pi  force,  it  is  not  within  my  power  to  say  whether  there 


would  be  many  who  would  follow  the  fate  of  John  Perrott, 
or  whether  we  should  have  fewer  cases  of  "  the  debtor  had 
not  disclosed  the  whole  of  his  estate." 

The  most  ancient  bank  of  which  we  have  much  informa- 
tion was  the  Bank  of  Venice  established  in  1157.  It  origin- 
ated in  the  exigencies  of  the  state.  Banking  seems  to  have 
begun  to  flourish  more  in  the  14th  century  with  the 
Florcntm-- s,  who  were  large  manufacturers  of  various  kinds 
of  goods  particularly  of  those  of  silk  and  woollen.  Their  con- 
signments to  all  parts  of  Europe,  led  them  to  engage  in  the 
trade  of  banking,  and  subsequently  the  money  transactions 
of  nearly  all  Kingdoms  passed  through  their  hands.  The 
first  mention  of  the  principles  analogous  to  those  of  our  own 
Joint  Stock  Banking,  is  to  be  found  in  Mitford's  History  of 
Greece.    lie  says  : — 

A  very  remarkable  project,  which  seems  to  have  been 
original,  next  occurs,  viz.  : — the  establisliment  of  a  bank  by 
subscription  opon  to  all  the  Athenian  people.  The  interest 
of  money  was  enormous  at  Athens.  Throughout  modem 
Europe,  land  is,  of  all  property,  esteemed  the  safest  source  of 
income,  but  in  Greece  it  was  held  that  the  surest  return  was 
from  money  lent  at  interest.  Greece  was  divided  into  small 
republics  with  very  jiarrow  territories,  and  the  produce  of 
the  land  was  continually  liable  to  be  carried  off  or  destroyed 
by  an  invading  enemy.  A  moneyed  fortune  was,  therefore, 
considered  safe  within  the  city  walls.  It  was  proposed  to 
lend  monev  from  the  public  stocks,  and  by  encouraging 
commercial  adventure  by  just  regulations,  to  raise  a  great 
revenue,  and  by  the  same  means,  instead  of  oppressing,  to  en- 
rich individuals.  When  the  profits  would  permit  it  was  proposed 
to  improve  the  x>orts  of  Athens  ;  to  form  wharves,  docks,  &c., 
for  which  tolls  or  rents  should  be  paid.  Thus  while  num- 
bers of  individuals  were  encouraged  and  employed,  the 
whole  of  the  Athenian  people  would  become  one  great  bank- 
ing company,  from  whose  profits  every  member  would  derive 
an  easy  livelihood. 

The  Bank  of  Amsterdam — the  model  to  a  great  extent  upon 
which  most  of  the  European  banks  now  in  existence  were 
formed — was  established  about  280  years  ago,  to  remedy  the 
inconvenience  arising  from  the  great  quantity  of  clipped  and 
worn  out  foreign  coin  that  was  in  circulation.  It  was  the 
entire  property  of  the  city,  and  its  direction  was  under  the 
control  of  four  Burgomasters.  It  professed  to  lend  out  no 
part  of  its  deposits  and  to  possess,  bullion  to  the  full  amount 
of  the  credit  given  in  its  books.  But  when  the  French  took 
possession  of  Amsterdam  in  1796,it  was  discovered  that  thebank 
had  lent  nearly  a  million  sterling  to  the  States  of  Holland 
and  Friesland,  and  this  caused  its  ruin. 

Interest  the  usual  sum  or  rate  agreed  to  be  paid  by  the 
borrower — of  a  sum  of  money  to  the  lender  for  its  use — ^forms 
one  of  tlie  largest  items  of  gain  in  the  profit  and  loss  account 
of  a  modem  bank.  The  rate  of  interest  is  the  measure  of 
the  net  profit  on  capital.  During  the  middle  ages  the  tak- 
ing of  interest  for  the  loan  of  money  was  deemed  sinful,  and 
was  stigmatised  usur — ya  term  used  to  denote  excessive 
interest.  The  legal  enactments  against  usury  have  been 
repealed  during  the  present  reign.  Where  there  has  been  no 
special  agreement  respecting  interest,  five  per  cent,  still 
remains  the  legal  rate  recoverable  at  law.  In  England  after 
the  conquest.  Christians  were  forbidden,  both  by  the 
ecclesiastical  and  civil  law,  from  taking  interest,  but  the 
doing  so  by  the  Jews  in  that  respect  was  connived  at.  The 
system  of  lending  money  on  interest  seems  to  l^ve  existed 
from  very  early  times,  and  Moses  laid  down  rules  regarding 
it.  Ho  enjoined  the  Jews  not  to  take  interest  from  any  of 
their  own  race,  but  expressly  authorised  them  to  do  so  from 
strangers.  The  practice  of  lending  money  on  interest, 
appears  to  have  been  coeval  with  the  use  of  money.  What 
the  rate  of  interest  was  among  the  Jews,  does  not  appear 
very  clearly  from  the  Old  Testament,  but  from  a  passage  in 
Nehemiah  it  is  conjectured  by  commentators  thatit  was  one 
per  cent,  per  month,  and,  as  an  additional  month  was  inter- 
calculatea  every  seoond  or  third  year,  thia  intavest  wai 
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equivalent  to  at  least,  13  per  cent,  paid  yearly.  In  Borne, 
the  interest  was  8^  per  cent,  for  the  old  year  of  ten  months ; 
but  though  this  restriction  was  in  force  at  Rome,  in  the 
conquered  provinces  enormous  interest  was  exacted.  In 
Mohanmiedan  countries  the  ordinary  rate  is  three  or  four 
times  higher  than  the  current  rate  here. 

The  Jews  arrived  in  England  about  the  time  of  the 
conquest  (1066).  After  their  expulsion  from  this  country  in 
1290,  the  history  of  interest  is  obscure  till  1488,  when  a 
statute  was  passed  forbidding  interest  to  be  tfkken ;  and  from 
a  passage  in  the  Act,  it  would  seem  that  20  per  cent  had 
been  the  usual  rate.  In  the  reign  of  Elizabeth  the  Act  was 
repealed  and  interest  at  10  per  cent,  was  legalised.  In  1126 
usury  was  prohibited  only  to  the  clergy,  and  at  a  subsequent 
council  it  was  decreed  that  such  of  the  clergy  who  were 
hunters  after  sordid  gain,  ought  to  be  degraded.  How 
would  this  apply  to  day  ?  The  earliest  mention  we  find  of  a 
certain  yearly  allowance  for  usury  or  interest  of  money  is  in 
1199.  The  rate  was  then  10  per  cent.  In  the  reign  of 
Henry  8th  the  rate  rose  exorbitantly.  The  Jews  and  the 
Lombards  were  the  principal  money  lenders.  The  industry 
and  frugality  of  these  people  put  tnem  in  possession  of  all 
the  ready  money  which  the  idleness  and  profusion  then 
common  to  the  English,  enabled  them  to  lend  at  high  and 
unequal  interest.  By  their  extraordinary  shrewdness  in 
trade,  they  became  remarkable  for  wealth.  Previous  to  the 
expulsion  of  the  Jews,  the  Lombards  or  Italian  merchants 
from  Genoa,  Florence,  and  Venice  had  settled  in  England, 
and  soon  became  as  important  in  business  as  the  Jews 
themselves.  The  foreign  comfnerce  of  these  times  was 
generally  carried  on  by  companies  of  merchants  who  paid 
certain  duties,  and,  in  addition  to  being  invested  by  the 
Government  with  a  monoply  of  the  trade  of  those  countries 
of  which  they  were  natives,  they  possessed  peculiar  privileges. 
As  the  Lombards  engrossed  the  trade  of  every  Kingdom  in 
which  the^  settled,  they  soon  became  masters  of  its  cash. 
They  earned  on  extensive  banking  transactions  at  rates  as 
high  as  20  per  cent,  to  80  per  cent.  A  street  in  the  city  of 
London  well  known  as  being  the  greatest  banking  centre  in 
the  world,  bears  the  name  of  Lombard.  The  spirit  of 
emulation  to  obtain  as  high  a  rate  of  interest  as  possible,  is, 
however,  rife  among  the  English  money  lenders  of  the  present 
day. 

In  1645  a  new  era  occurred  in  the  history  of  banking. 
The  goldsmiths  who  had  previously  been  money-changers, 
now  became  faioney-borrowers,  and  money-lenders,  and 
allowed  interest  on  money  borrowed.  They  acted  also  as 
rent  and  debt  collectors.  The  receipts  they  issued  for  the 
money  lodged  with  them  circulated  from  hand  to  hand,  and 
may  be  considered  to  have  been  a  kind  of  Bank  of  England 
note.  The  merchants  of  this  country  having  become  rich, 
they  deposited  their  money  in  the  Tower  of  London,  but  in 
1640^  Charles  lit  took  possession  of  £200^000  of  the  amount  so 
lodged  and  from  that  time  the  merchants  kept  the  money  in 
their  own  houses,  to  be  subsequently  robbed  by  their  appren- 
tices who  ran  away  and  joined  the  army.  This  gave  rise  to 
the  necessity  of  employing  bankers.  These  bsmkers  were 
usually  the  Goldsmiths.  In  1672  the  bankers  were  again  in 
trouble.  Charles  2nd  shut  up  the  Exchequer  and  would 
pay  neither  the  principal  nor  interest.  The  amount  due  by 
the  King  was  upwards  of  £1,328,000,  borrowed  at  8  per 
cent. 

The  closing  of  the  Exchequer  caused  great  and  widespread 
distress.  Merchants,  widows,  and  orphans  wore  suddenly 
deprived  of  their  property.  The  clamour  became  so  great 
that  the  King  granted  a  patent  to  pay  interest  at  six  per 
cent  out  of  his  hereditary  excise,  but  the  creditors  never 
received  a  farthing.  The  amount  still  forms  a  part  of  the 
national  debt. 

The  Bankers,  during  the  reign  of  Charles  II.  advanced 
money  to  the  King  as  soon  as  ParUament  had  voted  him 
certain  sums  out  of  particular  taxes,  and  the  mode  of  rcpay- 
meut  of  principal  and  interest  was  agreed  upon  when  the  loan 


was  effected.    The  repayments  with  interest  were  generally 
made  by  weekly  instalments  at  the  Exchequer. 

Non-traders  in  those  days  had  no  way  of  employing  their 
money  except  by  placing  it  in  the  hands  of  the  Bankers. 

Money  in  ancient  days  was  transmitted  by  special 
messengers.  Subsequently  Bills  of  Exchange  or  open  letters 
of  request  from  one  man  to  another,  desiring  him  to  pay  a 
sum  named  therein  to  himself  or  to  a  third  person  on  his 
account,  were  introduced.  For  instance,  if  *'  A  "  lives  in 
New  York  and  owes  **  B"  who  lives  in  Manchesteir  £1,000 
and  "  C  '*  be  going  from  England  to  New  York,  he  may  pay 
**  B  "  the  £1,000  and  take  a  Bill  of  Exchange  drawn  by  «*  B  " 
in  Manchester  upon  "  A "  and  receive  it  when  he  arrives  in 
New  York.  Thus  '*B"  receives  his  debt  and  "C"  carries 
over  the  money  in  paper  credit  without  danger  of  robbery 
or  loss.  Bills  of  Exchange  are  said  to  have  been  invented  in 
the  14th  century  by  the  Jews  or  the  Lombards  for  the  pur- 
pose of  withdrawing  their  property  from  the  countries  from 
which  they  were  expelled. 

We  will  now  pass  on  to  banking  of  a  more  recent  date. 
Modem  Banking  may  be  divided  into  four  principal  heads, 
which  seem  to  havfe  taken  their  rise  in  the  ox^er  folloiying : — 

The  exchanging  of  money,  the  borrowing  of  money,  the 
lending  of  monev,  and  the  transmission  of  money.  The 
Bank  of  England  vras  iaanded  ia  1694,  after  severe  opposi- 
tion. The  promoters  expatiated  upon  the  national  acmoi- 
tages  that  would  accrue  from  its  establishment,  that  it 
would  rescue  the  nation  out  of  the  hands  of 
extortioners  and  usurers;  lower  interest,  raise  the 
value  of  land;  establish  public  credit:  and  connect  the 
people  more  closely  with  the  government;  while,  on  the 
other  hand,  the  opponents  of  the  measure  alleged  that  it 
would  create  a  monopoly,  and  draw  idl  the  money  of  the 
kingdom  into  its  coffers,  and  thus  become  master  of  the 
wealth  and  stock  of  the  nation ;  that  it  would  encourage  fraud, 
gambling,  and  stock-jobbing,  and  corrupt  the  moral  life 
of  the  people.  The  subscribers  were  formed  into  a  Corpora- 
tion styled  the  '-Governor  and  Company  of  the  Bank  of 
England."  The  act  authorized  them  to  raise  £1,200,000  by 
voluntary  contributions.  £300,000  was  also  to  be  raised,  and 
the  subscribers  of  this  fund  were  to  receive  in  lieu  thereof 
annuities  for  one,  two,  or  three,  lives. 

The  capital  now  is,  of  course,  vastly  in  excess  of  the  first 
issue. 

The  Corporation  cannot  borrow,  or  owe,  more  than  the 
amount  of  their  capital  without  incurring  personal  liability. 
They  were  to  lend  the  whole  of  their  capital  to  government 
at  the  rate  of  8  per  cent  per  annum.  The  government 
employ  the  Bank  of  England  as  agents  in  all  monetary 
transactions,  such  as  loans,  and  advances  in  anticipation  of 
taxes,  and  upon  Exchequer  bills,  and  other  securities. 

Exchequer  Bills  are  bills  of  credit  in  sums  of  £100  to 
£1,000,  issued  under  authority  of  Parliament,  and  forming 
the  principal  part  of  the  debt  of  the  country.  They  were 
first  issued  in  the  reign  of  William  III.  They  pass  from 
hand  to  hand  without  any  formal  transfer,  and  holders  can, 
at  their  option,  be  paid  their  amount  at  par.  The  interest  is 
payable  half-yearly  at  the  Buik  of  England.  Some  Bankers 
and  private  persons  give  a  preference  to  Exchequer  bills. 
Money  can  be  borrowed  on  them  quietly  and  secretly.  As 
the  government  must  pay  the  interest  in  March  or  June, 
there  can  be  no  loss  beyond  the  amount  of  premium  at  which 
they  were  purchased. 

Exchequer  Bills  have,  however,  their  disadvantages,  but  as 
a  full  explanation  would  occupy  too  much  time,  I  must  leave 
the  subject. 

Baitk  Post  Bnxs. 

In  consequence  of  the  numerous  robberies  during  the  old 
coaching  days,  the  Bank  of  England  commenced  to  issue 
Bank  Post  Bills,  so  that  in  case  the  mail  was  robbed  the 
parties  might  have  time  to  stop  the  bills.  These  bills  are 
granted  by  the  bank  at  7,  14,  and  any  greater  number  of 
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days  after  sight ;  the  value  hemg  paid  in  cash  when  the  hills 
are  taken  out.  They  are  readily  accepted  in  any  part  of  the 
world  upon  the  credit  of  the  bank,  and  are  therefore  a  boon  to 
travellers,  and  a  great  convenience  to  parties  having  to 
remit  money  to  any  part  of  England  or  even  to  foreign 
countries.  A  person  wishing  to  remit  value  by  Bank  Post 
Bill  knows  that  the  only  expense  is  the  loss  of  interest  for 
the  money  for  the  time  being. 

Consols. 
The  British  Government  during  the  process  of  borrowing 
money,  which  now  forms  the  National  Debt,  laid  themselves 
under  special  conditions ;  these  conditions  generally  con- 
sisted in  an  undertaking  to  pay  an  annuity  of  so  much  per 
cent.  On  account  of  the  complication  and  confusion  which 
arose  from  the  number  of  stocks  thus  formed,  an  Act  was 
passed  in  1757  to  consolidate  them  into  one  fund.  In  1750 
a  reduction  took  place  in  the  interest  of  part  of  the  National 
Debt,  and  the  Bank  consented  to  receive  a  reduced  rate  of 
interest  upon  a  part  of  the  debt  due  to  them  by  the 
Government.  The  bank  also  agreed  to  advance  to  the 
Government  a  sum  to  pay  off  the  dissentients.  Subscrip- 
tions were  then  invited,  and  the  subscribers  were  to  receive 
2/-  per  cent,  on  the  full  amount  of  subscriptions  and  £4  per 
cent,  on  the  stmi  actually  advanced.  In  the  foUowmg 
year,  the  balance  of  annuities  granted  in  the  reign  of  George 
1st  was  carried  to  a  8  per  cent  stock.  The  two  were 
consolidated  into  one  stock  still  called  "  3  per  cent, 
consols;"  consols  being  em  abreviation  of  consolidated. 
This  Government  Stock  had  paid  8}  per  cent,  and  4  per 
cent,  prior  to  1757  when,  as  already  stated,  it  was  reduced  to 
8  ner  cent,  and  still  carries  the  name  of  "  8  per  cents 
reduced." 

Bank  op  England  Notes. 
The  bank  is  not  liable  to  pay  forged  notes.  All  Bank  of 
England  notes  kept  in  circulation  ultimately  find  their  way 
back  to  the  Bank  of  England.  The  average  number  of  days 
a  £10  note  was  formerly  "  on  the  circle  "  was  286 ;  a  £20 
note  209  days,  and  a  £1,000  22  days.  The  average  life  of  a 
£5  note  is  said  to  be  about  one  week,  and  the  others  are  not 
now  as  long  out  as  they  were  before  inter-communication 
became  so  rapid. 

A  Letter  of  Credit. 

Is  an  order  given  by  a  banker  or  other  person  at  one 
place  to  his  agent,  in  another  authorising  him  to  pay 
a  particular  individual  a  certain  sum  of  money.  A  letter  of 
credit  is  not  a  negotiable  instrument,  and  therefore  only  the 
person  named  in  it  can  legally  demand  payment. 

By  the  original  charter,  the  bank  was  allowed  to  issue 
notes  or  bills  of  credit  to  an  amount  not  exceeding 
£1,200,000,  the  then  amount  of  its  capital.  The  bank  was 
authorised  in  1857  to  issue  notes  to  the  extent  of 
£14,475,000,  against  which  sum  she  has  securities  set  apart 
for  that  purpose,  and  besides  this  can  issue  to  the  amount 
of  gold  and  silver  she  possesses.  This  has  not  been  changed 
to  mv  knowledge.  Bank  of  England  notes  are  a  legal  tender 
in  all  cases  except  when  tendered  by  the  bank  herself. 

The  paper  required  in  the  manufacture  of  Bank  of 
England  notes  is  made  in  Hampshire,  and  is  usually  kept 
six  months  before  it  is  taken  into  use.  The  dies,  from 
which  the  water  mark  is  made,  and  the  plates  used  in 
printing,  are  all  manufactured  at  the  bank ;  the  printing  is 
likewise  done  on  the  premises.  The  notes  are  prmted  by  a 
double  process,  the  nrst  embracing  all  portions  excepting 
the  numbers  and  the  dates.  The  second  process  is  not 
entered  into  until  the  notes  are  required  for  issue  ;  they  are 
then  numbered,  dated,  and  signed.  When  the  chief  cashier 
has  deposited  the  notes  in  the  Treasury  for  daily  use,  he 
advises  the  chief  accountant  who  immediately  opens  a 
general  credit  account  for  the  amount  of  the  new  creation 
of  notes,  and  at  the  same  time  opens  ledgers  numbered  and 
dated,  a  separate  credit  being  opened  for  each  note.  There 
are  two  ways  by  which  the  notes  get  into  circulation. 


1.  Anyone  can  demand  notes  in  exchange  for 
sovereigns. 

2.  Persons  having  accounts  at  the  Bank  of 
England  have  only  to  draw  cheques,  and  on  presenta- 
tion can  have  them  cashed  in  notes  and  in  gold  as  they 
may  prefer. 

A  Bank  of  England  note  is  virtually  a  Promissory  Note  ; 
anyone  taking  it  to  the  hsuak  is  entitled  to  make  the  demand 
and  receive  the  equivalent  in  coin.  A  record  of  every  note 
issued,  and  likewise  every  note  returned  into  the  bank,  is 
kept,  and  therefore  the  actual  number  and  amount  of  notes 
in  circulation  is  known  by  the  accountant  every  night.  All 
the  notes  which  find  their  way  back  to  the  bank  are 
immediately  cancelled  by  tearing  off  the  comer  bearing  the 
signature,  and  subsequently  they  are  further  defaced  by 
punching  out  the  amount  in  the  left-hand  comer. 

The  notes  are  sorted  daily,  and  placed  in  amount,  date, 
and  numerical  order. 

Every  cancelled  note  bears  a  reference,  and  a  clerk  can 
in  a  few  minutes  find  by  whom  and  when  the  note  was  paid 
in. 

The  parcels  of  notes  are  preserved  for  seven  years,  and 
then  burnt  on  the  premises. 

In  the  library  of  the  Bank  of  England  there  are  16,000 
boxes  containing  bundles  of  cancelled  notes,  which  number 
about  80,000,000,  and  such  is  the  methodical  arrangement 
that  any  of  these  notes  can  be  turned  up  in  a  few  minutes, 
should  the  bank  officials,  or  any  of  the  public,  desire  to 
see  it. 

In  1882  a  committee  oC  secresy  was  appointed  by  the 
House  of  Commons  to  enquire  into  the  expediency  of  renew- 
ing the  charter  of  the  Bank  of  England.  The  concluding 
paragraph  of  the  report  sets  forth  "  that  in  addition  to  the 
surplus  "  rest  "  or  surplus  funds  m  the  hands  of  the  bank 
amounting  to  £2,800,000,  the  capital  on  which  interest  is 
paid  to  the  proprietors,  and  for  which  the  State  is  debtor  to 
the  bank,  amounted  to  £14,558,000,  making  an  excess  of 
£17,438,000  above  liabilities.  The  Bank  of  England  derived 
its  profits  from   the  following  sources: — 

1.  Interest  on  its  capital. 

2.  The  use  of  the  "  rest "  or  surplus  capital. 

8.  The  use  of  the  Capital  raised  by  the  circulation 
and  the  deposits. 

4.  The  allowance  they  receive  as  agents  and  for 
transacting  the  business  of  the  Government  and  for 
managing  the  National  Debt. 

5.  Bank  Post  Bills. 

6.  The  accidental  destruction  of  notes  in  circula- 
tion. 

Up  to  1627  the  profits  ascertained  under  the  last  head  were 
no  less  than  £1,087,880.  I  have  no  recent  data,  but  it 
necessarily  follows  that  with  a  more  extensive  circulation  of 
notes  the  profits  to  the  bank  under  this  head  are  much 
larger  than  they  were  60  years  ago. 

The  government  of  the  bcmk  rests  entirely  with  the  Board 
or  Court  of  Directors  elected  b^  the  proprietors  of  bank 
stock  at  the  Annual  General  Meetings.  The  Governor  and 
the  Deputy-Governor  are  appointed  by  the  Directors,  and 
usually  continue  in  office  for  12  months.  The  Directors  who 
have  passed  the  chair  form  a  select  committee.  The 
Governor  and  the  Select  Committee  manage  the  affairs  of 
the  Bank  in  the  intervals  between  the  sittings  of  the  Court. 
The  Governor  and  the  Deputy  Governor  are  in  daily  atten- 
dance, as  well  as  a  Committee  of  three  Directors,  who 
receive  reports  of  all  the  proceedings  at  the  branches  ;  see 
that  all  securities  of  the  previous  day  have  been  lodged  with 
the  proper  officers  ;  look  up  securities  on  which  advances 
have  been  made  on  the  previous  day ;  and  examine,  from 
time  to  time,  securities  deposited  by  customers. 

All  bills  presented  for  discount  are  seen  by  them,  and  they 
either  approve  or  reject  them. 

The  Book-keeping  is  carried  on  under  the  superintendence 
of  the  Chief  Acoountcuit  who  requires  the  Chief  Cashier  to 
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account  for  all  cash  received  and  paid,  and  thus  a  daily 
check  is  kept  on  all  the  tranactions. 

The  Goremor  of  the  Bank  purchases  the  bullion,  and  he 
considers  that  he  has  no  power  to  refuse  the  issue  of  notes  for 
bullion.    The  purchasing  price  is  £3  17s.  9d.  per  ounce. 

If  an  importer  of  gold  or  bullion  wishes  to  sell,  t.«„  to 
obtain  gold  coin  which  he  can  pay  away  in  exchange  for  his 
daily  requirements,  he  can  take  his  bullion  to  the  Mint  and 
receive  in  the  course  of  a  few  days,  coin  at  the  rate  of 
£3  17s.  10^.  for  every  ounce  of  gold  22  carats  fine.  But  he 
can  sell  his  bullion  at  the  Bank  of  England,  who  are  under 
an  obligation  to  buy  at  the  rate  already  stated,  viz., 
£3  17s.  9d.,  and  receive  coin  at  once.  Importers  find  it  more 
convenient  to  deal  with  the  bank  and  receive  1^.  less  per 
« ounce. 

•The  term  '*  Bullion  "  is  applied  to  silver  as  well  as  to  gold 
in  any  shape  or  form  but  that  of  coin. 

While  the  Bank  of  England  are  bankers  for  the  State  they 
are  likewise  bankers  on  their  own  account,  and  transact  the 
ordinary  business  of  London  bankers.  They  will  not  allow 
interest  on  deposits  ;  nor  will  they  allow  any  account  to  be 
overdrawn.  The  bank  makes  investments  in  public  and 
private  securities. 

What  are  ordinarilv  called  good  banking  securities  are 
bills  of  exchange,  loans  for  short  periods,  government 
stock,  Ac. 

With  your  permission  and  indulgence  we  will  take  a 
further  peep  into  the  inside  of  the  Bank  of  England,  whose 
system  of  working  is  so  admirably  arranged. 

The  National  Debt-Stock. 

So  long  as  the  Bank  of  England  exists  as  a  Corporation 
books  are  to  be  kept  at  the  btuik,  in  which  the  name  of  every 
stock  proprietor  is  to  be  entered.  The  entries  in  the  first 
instance  ar3  confined  to  the  original  subscribers  to  the  loan. 
A  scrip  certificate  for  the  amount  paid  is  granted,  containing 
the  name,  residence  and  description  of  the  subscriber.  The 
certificate  is  taken  to  the  stock  office,  to  be  entered  into  the 
scrip-book,  and  the  certificate  is  left  with  the  bank. 

The  particulars  are  also  copied  into  a  journal,  and  subse- 
quently into  a  ledger,  and  the  scrip  then  becomes  stock, 
transferrable  at  the  pleasure  of  the  proprietor.  The  whole 
operation  of  convertmg  scrip  into  stock  requires  only  one 
day.  The  total  entries  in  the  ledgers  correspond  with  the 
total  amount  of  the  specific  loan.  The  holders  of  the  stock 
are  now  able  to  sell  according  as  buyers  appear,  and  all 
further  transactions  proceed  without  interference  by  the 
bank.  The  Bank  of  England  act  as  managers  or  account- 
keepers  of  the  National  Debt. 

If  a  person  wishes  to  buy  £1 ,000  of  a  particular  stock,  say  3  per 
cent  consols,  he  applies  to  his  stock-broker.  A  transfer  ticket 
is  obtained  from  the  bank,  upon  which  are  entered  the  name 
of  the  seller  and  the  name  of  the  buyer,  and  the  amount  to 
be  transferred.  The  transfer  ticket  is  left  at  the  bank,  and 
the  data  is  copied  into  a  book  containing  blank  forms  of 
transfer.  The  broker  in  the  meantime  has  prepared  a 
document  called  a  stock  receipt,  agreeing  in  the  main  with 
the  entry  made  in  the  transfer  book.  "  A  '*  then  signs  the 
transfer  book,  which  is  a  formal  discharge  to  the  bank.  The 
stock  receipt  is  then  handed  to  "  B  "  the  buyer,  and  **  B*s  " 
name  is  thereupon  identified  as  the  holder  of  tiie  stock.  It 
matters  not  into  how  many  accounts  "A"  may  wish  to 
transfer  his  stock,  the  same  course  is  followed ;  each  transfer 
is  a  perfect  deed  of  conveyance.  The  transfer  book  is  so 
contrived  as  to  be  at  the  same  time  the  journal  by  means  of 
which  the  entries  in  the  ledger  are  posted  or  checked.  If  the 
transferor  or  the  transferee  live  away  from  London,  the 
transaction  may  be  effected  under  power  of  Attorney.  The 
transfer  tickets  are  looked  upon  as  the  very  foundation  of  all 
stock  transactions,  and  are  scitipulouslv  proser%'ed  "by  the 
bank.  If  the  ledgers  should  be  destroyed,  tne  possession  of 
the  tickets,  together  with  the  dividend  books  of  the  preceding 
payment  would,  at  any  time,  enable  the  bank  to  prepare  new 
tedgeis. 


The  dividends  on  all  English  stocks  are  paid  half-yearly. 
Before  the  dividends  on  the  stocks  are  paid,  the  transfer 
books  are  closed,  in  order  that  the  necessazy  warrants  may 
be  prepared. 

The  dividend  books  are  made  up  in  the  following  manner: — 

The  name  of  the  proprietor  is  entered  on  a  **  slip,"  with 
the  amount  of  stock  belonging  to  him;  the  hau-yearly 
interest,  the  amount  to  be  deducted  for  income-tax,  thus 
showing  the  net  sum  payable  to  the  holder  of  the  stock. 
All  the  names  on  the  slips  are  then  copied  on  to  ruled 
sheets,  which  are  eventually  bound  into  volumes  forming 
dividend  books.  The  colimins  appropriated  to  principal,  in- 
terest, duty,  and  net  sum  are  added,  and  the  total  amounts 
of  the  respective  dividend  books  show  the  full  amount  of 
stock,  and  the  entire  amount  of  dividends  payable.  The 
amounts  having  been  agreed,  the  notices  for  the  payment 
of  the  dividend  are  filled  up,  called  over,  and  agreed ; 
they  are  then  sent  out,  and  arrangements  are  made  for 
payment  of  the  dividends. 

The  dividend  warrants  can  be  presented  personally,  or 
through  a  banker  or  other  agent.  They  can  be  cashed 
immediately  at  the  Dividend  Pay  Office.  The  paid  warrants 
are  handed  daily  to  the  Cheque  Office.  The  clerks  in  this 
office  verify  the  payments,  thus  confirming  the  work  in  the 
Dividend  Pay  Office.  They  are  subsequently  sorted  into 
numerical  order,  and  the  principal  and  interest  of  each 
warrant  is  entered  on  sheets  printed  with  numbers  cor- 
responding with  those  on  the  warrants.  The  blank  num- 
bers represent  the  outstanding  warrants.  The  unpaid  items 
are  checked  by  reference  to  the  warrant  drawers  in  the 
dividend  rooms.  Once  a  year,  the  warrants,  over  500,000 
relating  to  the  stocks,  and  a  copv  of  the  sheets,  together 
with  a  copy  of  the  dividend  book,  are  sent  to  the  audit 
office,  Somerset  House,  and  are  there  again  checked. 

Over  400  clerks  are  constantly  employed,  with  an  addi- 
tional staff  of  50  during  the  dividend  periods,  to  do  the  work 
in  connection  with  the  National  Debt,  and  upwards  of 
1,700  books  are  constantly  in  use.  None  but  those  versed  in 
the  dry  detail  of  accountancy  can  comprehend  the  amount 
of  work  that  ha3  to  be  done  in  this  department  alone. 

There  are  upwards  of  170,000  transfers  effected  annually, 
necessitating  over  350,000  alterations  of  accounts. 

Every  item  must  be  agreed,  otherwise  the  whole  of  the 
machinery  is  thrown  out  of  order.  In  no  other  country  in 
the  civilized  world  is  there  exhibited  so  bright  an  example  of 
national  integrity  on  the  one  hand,  and  confidence  on  the 
other,  as  is  shown  not  only  in  connection  with  the  Bank  of 
England,  but  generally  wiUi  banks  throughout  Great  Britain. 

There  is  a  power  of  Attorney  Office  at  the  Biuik  of 
England.    More  than  30,000  powers  are  issued  every  year. 

REOISTEB  OFFICE. 

Wills  and  Letters  of  Administration  are  lodged  in  this 
office,  and  at  least  4,000  are  dealt  with  annually. 

THE   LIBBABY. 

This  room  contains  upwards  of  100,000  stock  books, 
ledgers,  dividend  lists,  and  sundry  other  books  used  by  the 
bank.  They  are  so  systematically  arranged  that  reference 
can  be  readily  made  to  any  of  them.  The  books  in  this 
place  contain  a  very  interesting  and  valuable  collection  of 
autographs,  embracing  among  their  number  those  of  some  of 
the  most  renewed  persons  of  their  day. 

THE   PBIVATE   DBAWINQ   OFFICE. 

The  principle  upon  which  the  bank  will  consent  to  open 
an  account,  may  be  roughly  stated  thus : — She  will  require 
to  receive  as  interest  sixpence  for  every  cheque  paid.  If  a 
customer  keeps  an  average  balance  of  £500,  it  would  be 
necessary  to  let  £100  remain  unemployed.  The  remaining 
£^00  at  3  per  cent,  would  yield  £12  a  year  interest.  If  not 
more  than  480  cheques  are  cashed  auring  the  year,  the 
account  would  be  considered  a  remunerative  one ;  480 
cheques  at  6d.  being  £12. 

CHANCEBY  AMD  EXCHEQUEB  OFFICE. 

Here  are  kept  separate  accounts  in  great  detail  of  cash 


S36    No.  11. 


THE  ACCOUNTANTS'  STUDENTS*  JO'UBNAL. 


karcii  1,  1884. 


and  funds  in  connection  with  all  causes  and  matters  of 
suitors  in  the  Court  of  Chancery,  which  are  often  rendered 
intricate  hy  law,  formula,  and  process.  The  drafts  issued 
by  the  Accountant  in  Chancery,  are  examined  in  that  office 
before  being  passe  d  for  payment. 

GOLD   WEIGHING   ROOM. 

All -gold  coin  paid  in  is  weighed  in  this  room.  There  are 
12  or  more  machines  constantly  at  work.  It  is  only 
necessary  to  feed  them  with  sovereigns  and  half  sovereigns. 
The  light  are  separated  from  the  full-weight  corns  at  the 
rate  of  about  2,000  an  hour,  each  with  an  unerring  accuracy 
and  precision.  The  light  money  is  cut,  re-melted;  and 
coined  again. 

UNCLAIMED   DIVIDEND   OFFICE. 

It  must  be  obvious  that  from  many  causes  dividends 
remain  unclaimed.  Persons  die  intestate,  and  their  relatives 
are  not  aware  that  any  stock  stood  in  the  name  of  the 
deceased.  Others  leave  the  country  and  never  return.  If 
the  dividends  remain  unclaimed  for  ten  years,  the  amounts 
are  transferred  to  the  credit  of  the  commissioners  for  the 
reduction  of  the  National  Debt,  but  the  parties  can,  at  any- 
time, make  good  their  claim,  on  production  of  the  necessary 
evidence  in  support  of  such.  Formerly  the  difficulties  of 
obtaining^  unclamied  funds  were  great,  but  now  it  is  a 
comparatively  easy  matter.  Thousands  of  pounds  have 
been  reclaimed  since  the  law  was  amended  in  1856. 

Having  given,  as  succinctly  as  possible  in  an  address  of 
this  nature,  the  early  history  of  banking,  and  having  taken 
you  through  some  of  the  departments  of  the  principakl  house 
in  the  world,  1  will  pass  at  once,  at  the  risk  of  wearying  you, 
to  the  general  principles  of  banking. 

The  trading  capital  of  a  bemk  may  be  divided  into  two 
parts,  viz : — 

1.  The  Invested  Capital. 

2.  The  Bankins  Capital. 

The  invested  or  real  capital  is  the  money  paid  in  by  the 
shareholders  or  partners.  The  banking  or  borrowed  money 
is  produced  in  the  course  of  the  bank'sbusinoss.  There  are 
three  ways  in  which  the  latter  is  raised : — 

1.  By  deposits  lodged  at  the  bank  by  its  customers. 

2.  By  drawing  bills. 

8.    By  the  issuing  of  notes. 

This  latter  method  can  pass  because  it  is  not  general. 

Bsmking  facilitates  trade  and  increases  the  capital  of  the 
nation.  It  encourages  commerce  and  augments  wealth. 
Honey  must  be  sent  from  a  place  to  pay  for  its  imports,  and 
money  must  be  received  in  exchange  for  exports. 

Every  bank  has  its  agent  in  London,  and  also  agents 
in  the  provinces.  They  are  spread  over  the  country  like  net 
work,  of  which  the  Bank  of  England  may  be  said  to  be  the 
centre,  and  the  Metropolitan  banks  are  the  smaller,  but 
necessary  connecting  parts  who  give  and  take  from  the 
parent  baxik. 

Money  is  paid  into  a  liondon  bank  to  the  credit  of  the 
country  bank,  and  is  remitted  to  the  country  bank  for  the 
use  of  th9  party  who  resides  in  the  country:  Money  ia  paid 
into  the  provincial  banks  to  the  credit  of  the  agents  for  the 
use  of  persons  residing  in  London  or  elsewhere,  or  by 
remitting  to  the  party  a  bill  drawn  by  the  local  upon  the 
London  bank.  Money  is  remitted  from  one  town  to  another 
by  paying  the  money  into  the  bank  established  in  the  place 
to  which  the  money  is  to  be  remitted,  or  by  sending  direct 
to  the  party  a.  bill  drawn  by  the  country  upon  the  London 
bank. 

Banks  do  not  give  rise  to  trade ;  it  is  the  trade  that  fosters 
the  establishment  of  banks.  After  their  introduction  in- 
dustry is  extended.  In  the  "  far  West,"  when  establishing 
what  the  Americans  call  a  "city,"  there  are  always  two 
buildings  which  stand  out  prominently  in  the  newly  laid  out 
streets ;  they  are  the  newspaper  office  and  the  bank. 

A  merchant  in  Manchester  may  purchase  goods  from  a 
manufacturer,  and  ship  them  abroad.  The  manufacturer 
may  on  the  same  day  draw  a  bill  for  the  value  of  the 


consignment,  and  have  the  bill  discounted.  This  operation 
can  be  repeated  so  long  as  the  merchant's  credit  is  good. 
The  manufacturer  is  put  in  possession  of  cash.  If  there 
were  no  banks,  he  would  have  to  wait  probably  one  or  two 
months  for  his  money.  "  Deposit  receipts,"  or  "  dead  ac- 
counts," are  moneys  which  are  lodged  in  the  banker's  hands 
imtil  the  depositors  have  occasion  to  require  them.  They 
then  produce  their  receipts,  and  the  whole  of  the  amount, 
or  part,  as  they  may  desire,  is  paid  them.  Such  sums  are 
lodged  for  security  and  interest. 

"  Accounts  current,"  or  *'  current  accounts,"  is  the  term 
used  when  persons  place  their  money  at  the  bank,  and,  in 
addition  to  security  and  interest,  desire  to  make  use  of  the 
bank  as  a  means  of  facilitating  their  business  transactions. 

The  difference  between  the  terras  at  which  bankers  or 
a  banking  company  borrow,  and  those  at  which  they  lend, 
forms  the  source  of  their  profits. 

I  ¥dll  endeavour  to  illustrate  as  simply  as  possible  the 
mode  of  raising  profits  for  a  bank.  If  *'  A  "  lend  me  *'  B  " 
(the  bank)  £100  for  nothing,  and  (I)  "  B  "  lend  that  £100  to 
"  C  "  at  4  per  cent,  per  annum,  than  (I)  the  bank  would 
make  a  profit  of  £4. 

Again,  if  a  person  will  take  *'  my  promise  to  pay "  or 
"  note,"  and  bring  it  back  in  12  months,  and  pay  me  £4 
for  it,  just  the  same  as  though  I  had  lent  him  £100  in  cash, 
I  shall  gain  £4.  Further,  if  a  man  lodges  £100  with  me  on 
condition  that  I  will  pay  it  to  a  client  in  London  In  21  days, 
I  shall  make  interest  on  the  amount  by  lending  it  out  until 
the  time  arrives  for  me  to  pay  it,  and  the  interest  so  made 
will  be  n;y  profit. 

If  a  banker  employ  only  his  real  or  own  capital,  he  cannot 
expect  to  make  much  profit,  because  he  can  seldom  get 
more  than  the  market  rate  of  interest.  Against  this  he  has 
to  maintain  his  establishment.  If  the  banker  has  not 
earned  more  after  pajring  his  expenses  of  working,  &c.,  than 
he  could  have  made  by  investing  his  capital  elsewhere, 
he  cannot  be  said  to  have  obtained  a  profit.  This,  as  you 
know,  applies  also  to  the  merchant  or  to  the  manufacturer. 
The  profits  of  a  banker  are  in  proportion  to  the  judicious  use 
of  the  money  lodged  with  him.  It  is  the  collocation  of  these 
various  small  sums  which  would  otherwise  be  unproductive 
in  the  hands  of  the  multitude,  which  enables  the  banker  to 
make  advances  to  manufacturers,  merchants,  traders,  and 
others  requiring  money  for  carrying  on  their  business  or 
commercial  transactions. 

If  the  banker  find  that  too  much  money  is  accumulating 
in  his  coffers,  he  will  lend  it  to  other  bankers,  who  may 
probably  be  able  to  find  profitable  investment  for  it.  But  he 
will  retain  a  part  of  his  borrowed  capital  in  his  till,  by 
which  ho  can  meet  cheques  which  may  be  drawn  upon  him 
and  enable  him  to  discount  bills.  A  banker  will  allow  over- 
drafts to  his  customers,  sometimes  without  security  if  the 
amount  be  small,  and  the  borrower  stand  in  good  repute,  but 
more  often  on  the  deposit  of  deeds  or  mortgage,  or  under 
guarantee  of  the  principal  advanced,  or  assignment  of  life 
policies,  &c. 

The  depositing  of  our  funds  with  the  banker  relievos  us  of 
untold  anxiety.  Therefore  a  bank  is  a  public  institution  of 
the  highest  value,  all  the  Directors  and  Managers  of  which 
must  be  men  of  integrity  and  honesty,  in  whom  the  public 
have  the  greatest  confidence.  Banking  is  a  subject  worthy 
of  the  truest  and  deepest  thought. 

Having  endeavoured  to  interest  you  with  my  subject,  I  can 
only  hope  that  the  imperfection  of  style,  and  deficiency  of 
information,  will  bo  indulgently  viewed  by  you,  first,  on 
account  of  the  difficulties  of  the  theme,  and,  secondly,  the 
scarcity  of  resources  at  my  command.  I  believe,  however, 
that  some  of  the  thoughts  to  which  I  have  ventured  to  give 
expression,  will  not  be  deemed  worthless,  but  be  taken  as 
proofs  of  sincere  interest  in  your  society's  work,  and  the 
spread  of  that  knowledge  which  will  tend  ultimately  to  the 
furtherance  of  your  usefulness,  and  to  the  maintenance 
of  that  high  intellectttol  reputation  which  you  have  honestly 
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won  by  diligence  and  ability.  I  beg  to  thank  you  for  the 
patient  hearing  you  have  accorded  me,  and  in  conclusion, 
would  assure  you  that  any  services  which  I  can,  at  any  time 
render  to  you,  will  be  cheerfully  placed  at  your  disposal. 

Mr.  G.  K.  Tbevor  rose  to  propose  a  vote  of  thanks  to  the 
lecturer,  and  in  the  course  of  his  remarks  he  said  that  young 
men  following  the  profession  of  Accountancy  should  become 
well  acquainted  with  the  various  subjects  appertaining  to  the 
profession,  and  of  which  the  lecture  this  evening  was  one — 
and  amongst  other  matters  spokcTof  the  question  of  light  gold 
as  being  a  serious  item  that  would  soon  have  to  be  faced. 
His  own  experience  when  counting  over  the  gold  at  a  certain 
bank  at  an  audit  a  week  or  two  ago  was  that  for  every  £50 
half-a-sovereign  had  to  be  added  to  make  weight,  and  the 
question  would  soon  naturally  arise  as  to  who  would  have  to 
bear  this  loss.  He  trusted  that  it  would  not  fall  upon  the 
banking  interest,  but  be  bom  by  the  Government,  as  the  loss 
was  occasioned  by  providing  for  the  monetaiy  circulation  of 
the  country. 

Mr.  J.  B.  Sutton  (one  of  the  successful  candidates  at  the 
recent  examination)  rose  to  second  the  vote  of  thanks  to  Mr. 
Boardman,  and  spoke  of  the  conciseness  of  the  lecture,  and 
asked  for  some  ixiiormation  about  the  books  of  a  bank.  The 
President  put  the  motion  to  the  meeting,  and  it  was  carried 
with  acclamation. 

Mr.  Abbott  asked  what  book  the  lecturer  could  suggest 
bearing   upon   the   subject  of   book-keeping   for   a    bank. 

Mr.  Bbooks  A.G.A.  expressed  his  appreciation  of  Mr. 
Boardman's  interesting  lecture,  and  spoke  of  the  advantage 
it  would  be  to  Accountant  Students'  to  read  up  about  the 
opening  of  credits,  bullion  operations,  &c. 

The  Hon.  Sec.  Mr.  Piggott  made  a  few  remarks,  when 

Mr.  MuRBAY,  after  adding  his  testimony  to  the  worth  of 
the  lecture,  and  making  various  remarks  relative  to  the  sub- 
ject, called  upon  Mr.  Boardman  to  reply. 

The  Lectubeb  said  that  he  was  deeply  sensible  of  the 
flattering  remarks  he  had  heard,  and  would  at  some  future 
time  give  a  paper,  treating  more  fully  on  the  book-keeping  of 
banking  transactions  *,  he  referred  to  the  subject  of  light  gold 
and  said  that  half-sovereigns  are  lighter  than  they  used  to 
be,  and  that  £1  is  put  to  every  200  half-sovereigns  to  make 
up  the  deficiency.  In  regard  to  any  work  bearing  upon  the 
matter  of  bank  book-keeping  there  was  a  book  written  by 
someone  in  the  London  and  Westminster  Bank,  but  the 
subject  was  not  so  fully  treated  as  it  might  have  been. 
Replying  to  a  question  he  said  that  several  English  and  moFt 
Scotch  banks  issued  notes.  In  conclusion,  he  wished  the 
society  every  success,  he  hpd  passed  the  said  from  the  lower 
grades  of  the  profession  to  the  higher,  and  had  the  society's 
principles  at  heart. 

The  procpedings  terminated  about  eight  o'clock. 


BIRMINGHAM  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


THE  FINAL  EXAMINATIONS  OF  THE  INSTITUTE. 


The  following  paper  was  read  to  the  members  of  the 
above  Society,  on  the  12th  ult.,  by  Mr.  F.  W.  Smyth. 

It  was  with  considerable  reluctance,  and  not  a  little 
diffidence,  that  I  accepted  your  committee's  ve^  flattering 
invitation  to  lecture  to  the  members  of  our  society.  I  say 
with  diffidence,  because,  when  a  man  consents  to  deliver  a 
lecture,  it  is  generally  an  assumption  on  his  part  that  he 
Iniows  a  great  deal  more  upon  a  given  subject  than  his 
fellows  do.  Such  is  certainly  not  my  own  case.  I  cast 
about  to  find  out  if  there  were  any  particular  subject,  which 
is  usually  taken  up  by  our  students,  which  I  could  enlighten 
them  upon  to  any  considerable  extent,  and  not  having  any 
8Uoh  pcuiicular  or  pet  subject,  I  was  somewhat  embarrassed 


as  to  what  course  to  pursue.  I  recollected  the  advice  given 
by  a  certain  bishop  to  a  young  curate  who  was  about  to 
preach  his  first  sermon,  namely,  to  preach  as  if  he  had  some- 
thing to  say,  and  not  to  preach  because  he  had  got  to  say 
something.  The  man  who  has  to  lecture  upon  something, 
is  certainly  in  not  sa  good  a  position  as  if  he  nad  something 
to  lecture  upon. 

In  the  dilemma  in  which  I  found  myself,  it  occured  to  me, 
that  perhaps,  that  which  you  would  all  prefer  to  hear  a  few 
words  from  me  upon  this  evening,  would  be  my  experiences 
in  the  Final  Examinations  of  the  Institute,  m  December 
last.  I  take  it  that  the  immediate  goal  at  which  the' 
ordinary  members  of  this  societv  are  Jtiwiing  is  the 
passing  of  the  final  examination,  and  perhaps  I  am  right  in 
concluding  that  the  experiences  of  anyone  who  has  passed 
that  ported  leading  to  membership  of  the  institute,  may  not 
be  without  profit  to  those  who  nave  stiU  to  pass  it.  And 
here  let  me  express  an  opinion  which  may  or  may  not  be 
shared  by  all  of  you,  namely,  that  I  think  it  is  well  for  a 
student  who  is  at  all  nervous  to  enter  for  his  examination, 
if  he  be  eligible,  even  if  he  fears  the  result,  because  the 
experience  he  will  acquire  will  undoubtedly  be  of  very  great 
service  to  him  the  next  time  he  goes  up.  He  will  vety 
likely  come  to  the  conclusion  that  the  capacity  to  do  about 
four  or  five  hours'  work  in  two  hours  tells  very  considerably 
in  the  result.  If  he  be  a  nervous  man,  he  will  acquire  con- 
fidence. If,  as  may  be  sometimes  the  case,  he  is  so 
unfortunate  as  to  imagine  that  he  knows  more  than  he 
does,  or  that  his  professional  education  is  complete,  there 
is  nothing  like  a  stiff  examination  to  bring  him  to  his 
senses.  And  although  I  should  be  very  sorry  to  say  a  word 
that  would  .discourage  any  of  you,  I  believe  I  am  uttering 
the  sentiments  of  all  those  who  entered  for  the  last  examina- 
tion in  saying  that  it  was  stiff.  Two  hours  in  the  morning 
and  two  in  the  afternoon,  do  not  seem  to  be  a  very  heavy 
tax  upon  one's  energies,  and  yet^  when  the  last  afternoon's 
work  was  concluded,  I  venture  to  say  that  we  had 
all  come  to  the  conclusion  that  we  had  had  enough 
of  it. 

It  is  important  to  keep  your  head  perfectly  clear,  and 
above  all  thin^  to  fight  very  shy  of  anything  that  may 
lead  to  a  bad  bilious  attack. 

If  on  reading  through  the  paper  before  you,  you  believe 
you  have  not  sufficient  time  to  answer  all  the  questions 
thoroughly,  it  is  well  to  pick  out  those  questions  which  you 
think  you  can  answer  the  best,  and  to  answer  them 
well,  than  to  answer  the  whole  of  the  questions  but  in- 
differently. 

If  I  may  be  pardoned  for  saying  so,  I  would  advise  candi- 
dates » while  tne  examination  is  on,  to  keep  aloof  from 
theatres  and  such  places  of  entertainment,  because,  I  think 
that  all  their  physical  and  mental  energies  are  required 
for  the  work  they  have  immediately  in  hand.  Perhaps 
from  these  remarks  you  may  imagine  that  I  am  treating  the 
subject  with  too  great  solemnity,  but  I  certainly  hold  to 
the  opinions  I  have  expressed.  It  is  |doubtless,  not  only 
to  one's  self,  but  also  to  one's  principal  and  private  friends, 
a  neat  disappointment  for  a  candidate  to  fail,  for  he  is  not 
omy  thrown  back  six  months,  which  possibly  may  entail 
upon  him  expense  and  inconvenience,  but  he  must  also  of 
necessity  go  tnrough  the  best  part  of  his  reading  again,  and 
this  is  no  light  matter.  Of  course,  with  those  who  may 
elect  to  go  up  more  for  ex^rience  in  a  future  examination, 
than  with  the  hope  of  passing,  it  will  be  different. 

You,  all  of  you,  doubtless  know  that  some  portion  of  the 
examination  was  conducted  viva  voce.  Last  December  this 
was  confined  (as  I  am  told  was  the  case  at  previous 
examinations)  to  the  subjects  of  Company  and  Bankruptcy 
Law.  In  my  own  case  it  was  a  very  orief  business  indeed, 
and  perhaps  you  may  be  inclined  to  smile  if  I  may  express 
an  opinion  that  the  viva  voce  portion  of  the  examination 
may  be  partly  intended  to  enable  the  examiner  to  form  an 
idea   as  to  we  general  style  of  a  candidate.     I  should 
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imagine  slovenlincBS  in  appearance  or  a  disrespectful  way  of 
speaking,  would  tell  against  a  candidate,  but  not  being  in 
the  confidence  of  the  examiner,  I  can  only  express  an 
opinion  on  this  point. 

Having  made  these  few  preliminary  observations,  which 
I  trust  you  will  have  taken  in  good  part,  I  will  now  proceed 
to  speak  of  the  examination  itself,  and,  first  of  all,  let  me 
observe  that  no  amount  of  book  reading  in  the  world,  will 
avail  you  without  a  thorough  course  of  practical  and 
constant  experience.  Without  such  experience  and  a 
thorough  knowledge  of  the  principles  of  lxK)k-keeping  and 
double  entry,  you  had  better  not  waste  your  own  time,  and 
that  of  the  examiners.  Book-keeping  is  the  foundation  of 
our  profession,  and  everything  that  we  do  hangs  more  or  less 
upon  it.  A  knowledge  of  certain  branches  of  the  law  is 
essential,  but  we  should  remember  that  accountants  are 
not  expected  to  be  solicitors  or  barristers,  and  therefore 
the  matter  to  which  their  first  and  principal  energies 
should  be  directed  is  book-keeping,  and  the  preparation  of 
accounts. 

Demosthenes  said,  that  action  was  the  first,  and  the  second, 
and  the  third  part  of  oratory.  So  book-keeping  may  be  said  to  be 
the  first,  and  the  second,  and  the  third  part  of  account- 
ancy. In  few  other  callings  does  the  maxim  "  practice 
makes  perfect  "  hold  more  good ;  for  practice  and 
experience  are  positively  the  only  means  by  which  book- 
keeping may  be  learnt. 

Now,  the  examiners,  very  properly  expecting  a  great 
degree  of  proficiency  in  this  subject,  their  questions  on  this 
head  have  always  presented  no  little  difficulty  to  candidates. 
Not  the  difficulty  of  answering  them,  but  the  difficulty  of 
answering  them  in  the  time  allowed  for  the  paper.  You 
will  find  they  occupy  every  moment  of  two  hours  of  rapid 
work,  even  assuming,  that  the  opening  out  of  private  and 
personal  ledgers,  and  partners'  capital  accounts  and  the 
preparation  therefrom  of  gross  and  net  trading  accounts, 
ana  balance-sheets,  is  work  which  is  very  familiar  to  you, 
which  requires  no  time  for  thought  as  to  how  to  arrange  it, 
and  which  vou  would  proceed  with,  vrith  as  little  difficulty 
as  you  would  with  the  writing  out  of  the  alphabet  of  the 
English  language. 

The  exsmiiner  was  good  enough  to  say  that  no 
time  need  be  spent  upon  errors  which  may  have  occurred  in 
the  trial  balance ;  he  would  overlook  them.  My  belief  is, 
that  going  over  the  candidate's  work,  he  has  in  his  mind  the 
conditions  under  which  the  answers  were  written,  and  that 
he  considers  that  if,  in  two  hours,  a  candidate  has  tackled 
and  handled  properly  and  skilfully,  a  set  of  accounts  which 
are  perfectly  new  to  him,  he  has  at  least  shown  that  he 
knows  something  of  his  work. 

Now  as  to  auditing.  In  all  the  final  examinations  which 
have  been  held,  the  searching  questions  asked  in  this  paper 
have  been  calculated  to  test  to  the  very  utmost  the  extent 
of  the  candidate's  knowledge.  I  think,  however,  they  are 
fair  questions,  and  need  not  cause  the  least  anxiety  to  any 
of  you  who  have  had  the  advantage  of  an  audit  practice  and 
who  have  conscientiously  given  your  minds  to  the  work, 
and  let  no  opportunities  pass  by  of  thoroughly  mastering  the 
right  principles  of  preparing  trading  accounts  and  balance- 
sheets,  and  of  the  most  efficient  means  of  effectually  audit- 
ing them.  We  ought,  therefore,  willingly  and  cheerfullv  to 
concede  to  the  examiners  the  utmost  right  to  use  their 
prerogative  in  making  the  conditions  by  which  candidates 
shall  pass  in  this  paper,  such  as  can  only  be  performed  by 
those  who  possess  very  intelligible  and  accurate  principles 
of  the  subject.  I  would  recommend  students  to  read  care- 
fully the  lecture  which  Mr.  Slocombe  delivered  to  this 
society  in  May  last,  on  the  subject  of  Auditing ;  the  lecture 
needs  no  word  of  praise  from  me,  but  I  will  only  remark 
that  it  contains  answers  to  the  greater  part  of  the  questions, 
that  have  as  ^et  been  asked. 

The  questions  on  Bankruptcy  Law,  set  last  December, 
related  partly  to  an  Act  which  was  then  dying  a  lingering 


death ,  and  partly  to  one  which  was  then  coming  into  operation. 
Besides  this,  we  were  asked  by  the  examiner  to  give  the 
rules  as  to  several  matters  under  the  old  Act  and  the 
analogous  rules  in  the  new  Act.  As  far  as  I  could  learn,  all 
the  candidates  did  very  fair  papers  on  this  subject.  I  believe 
I  am  right  in  assuming  that  the  future  questions  on  this 
head  will  be  confined  to  the  Act  of  1883,  and  therefore 
there  is  nothing  to  prevent  us  from  making  ourselves  fully 
conversant  with  this  Act,  watching  carefully  the  develope- 
ment  of  its  provisions,  and  taking  notes  as  we  go  along,  of  all 
the  results  arrived  at  by  the  construction  placed  upon  its 
several  sections. 

Apart  from  Bankruptcy  Law,  being  a  subject  upon  which 
our  profession  demands  from  us  intimate  knowledge 
there  are  few  of  us,  I  should  imagine,  who  do  not  take  a 
lively  interest  in  an  Act  which  many  people  believe  leads  us 
back  to  a  condition  of  things  similar  to  that  which  existed 
previous  to  the  Act  of  1869,  a  further  proof  we  might  say, 
that  **  history  repeats  itself."  None  of  us  have  any  practical 
knowledge  of  the  results  then  obtained,  but  bye-the-byc, 
perhaps  our  President  may  find  it  in  his  power  to  give  ua 
some  of  his  experience  of  those  times,  and  a  comparison  of 
them,  with  the  results  of  the  present  Act,  could  not  fail  to 
be  an  interesting  subject. 

There  are  few  questions  on  Company  Law  which  a  careful 
reading  of  Buckley's  fine  work  on  these  Acts  will  not  give  us 
the  materials  for  the  answers,  but  I  should  like  to  remark 
on  this  subject,  that  candidates  from  the  provincial  towns 
will  always  be  placed  at  a  slight  disadvantage  in  regard  to 
the  questions  upon  the  practice  and  work  of  liquidations  in 
Chancery.  Here  in  Birmingham,  we  have  no  High  Court 
of  Justice,  Chancery  Division,  and  no  Chief  Clerk,  and  the 
principal  portion  of  work  of  attending  appointments  before 
those  functionaries  is,  in  most  oases,  performed  by  agency. 
The  questions,  though,  on  these  points  that  have  as  yet  been 
asked  are  few,  and  are  not  likely  in  the  case  of  provincial 
candidates,  to  prejudice  the  result. 

There  is  no  study  that  presents  so  much  interest  to  us  as 
Company  Law.  The  principal  Act  of  1862  is,  as  you  know, 
divided  into  parts,  and  the  obligations  placed  upon  pro- 
moters, and  directors,  and  the  powers  given  to  the  latter, 
and  also  the  protection  and  privileges  afforded  to  shareholders 
are  therein  fully  set  forth,  and  together  form  a  subject 
which  is  continuous  and  unbroken. 

As  to  the  rights  and  duties  of  trustees,  liquidators  and  re- 
ceivers. These  questions  will,  in  future,  relate  chieflyto  trustee- 
ships under  the  Bankruptcy  Act  of  18^,  and  the  liquidation  of 
public  companies.  These  are  branches  of  the  Law  upon 
which  can^dates  are  expected  to  have  a  pretty  accurate 
knowledge,  for  the  duties  of  both  the  officers  I  have  mentioned, 
cany  with  them  not  a  little  responsibility.  In  the  Liquida- 
tion of  companies^  we  have  voluntary  windings  up,  windings 
up  under  the  supervision  of  the  Court,  and  compulsory 
wmdings  up  by  the  Court,  and  as  you  know  the  practice 
differs  considerably  in  each.    Such  questions  as 

The  rules  of  set-off. 

The  rights  of  distress. 

The  examining  and  admitting  of  claims. 

The  various  kinds  of  secured  creditors  and  the  payments 
which  a  liquidator  may  be  justified  in  making  to  them. 

The  intricate  points  involved  in  the  settlement  of  lists  of 
contributories,  and 

The  responsibilities  of  liquidators  in  carrying  on  the 
business  of  companies  during  the  liquidation,  are  some  of 
those  which  have  found  a  place,  or  may  do  so  on  the  ex- 
amination papers.  I  do  not  gather,  though,  that  the  papers 
have  occasioned  candidates  who  have  had  the  benefit  of 
experience  in  this  work,  any  considerable  trouble. 

Passing  to  the  paper  on  the  subject  of  The  Adjustment 
of  Partnership  and  Executorship  Accounts,  I  hope  no  one 
present  here,  will  be  called  upon  to  handle  so  difficult  a 
paper  as  the  one  set  last  December.  I  have  reason  to 
Defieve  that  not  more  than  three  of  the  whole  candidates 
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answered  more  than  seven  out  of  the  ten  questions.  Nearly 
all  of  these  questions  were  difficult  to  a  degree,  and  treating 
them  with  all  the  brevity  and  conciseness  possible,  I  found 
it  impossible  to  answer  more  than  seven  of  them. 

The  Lecturer  here  read  and  commented  upon  several  of 
the  questions  asked  in  this  paper,  and  stated  that  in  one 
question  alone,  there  were  four  questions,  each  reouiring 
careful  answering,  and  a  most  thorough  knowleage  of 
partnership  law  from  the  conmiencement  to  the  dissolution 
and  final  winding  up. 

I  had  the  s^lvantage  of  having  read  Lord  Justice  Lindley's 

work  on  this  subject,  and  I  would  most  strongly  advise 

every  student  to  read  it.    There  is  much  in  it  that  probably 

little  concerns  us,  and  may  be  passed  over,  but  the  questions 

which  in  Pollock's  Digest  are  merely  mentioned,  are  treated 

by  Lindley  in  an  interesting  and  thorough  manner.    He  has 

traced  the  law  of  nartnership  from  ito  infancy  to  its  now 

nearly  perfect  development,  and  he  deals  completely  with 

the  difficult  questions  which  arise  on  the  dissolution  of  a 

partnership.      Beyond    this    he   has  taken  the  trouble  to 

draw  up  accounts,  to  shew  the  manner  in  which  the  assets 

are  administered,  the  order  of  priority  in  which  the  liabilities 

are  discharged,  especially  with  regard  to  the  division  of 

profits  or  losses,  and  the  final  adjustment  of  the  partners' 

capital  and  loan  accounts.    Lord  Justice  Lindley,  in  his 

work  has  shown  why,  the  different  changes  in  Partnership 

Law  have  been  made,  and  what  were  the  manifest  errors  of 

principle  which  existed  in  this  branch  of  the  law  previous 

to  the  passing  of  the  1865  Act.    He  also  deals  with  the 

questions  which  arise  on  the  introduction  of  a  new  partner, 

or  the  retirement  of  one  and  the  substitution  of  another,  and 

how  far  creditors  by  the  continuity  of  their  transactions 

with  the  fijm  may  lose  their  rights  or  claims  against  the 

outgoing  partners.    If  you  have  not  had  the  advantage  of 

perusing  many  deeds  of  partnership,  you  will  find  a  chapter 

in  Lindley's  work  dealing  with  the  clauses  usually  found 

tiierein,  tiieir  effect,  and  the  utility  of  them.    I  should  be 

very  pleased  for  myself  if  our  committee   were    able  to 

promise  us  a  lecture  on  this  subject,  because  you  will  readily 

see  from  the  questions  that  have  been  asked  that  it  is  not  an 

easy  one. 

But  few  questions,  and  those  comparitively  simple,  have 
been  asked  iipon  arbitrations  and  awards,  and  the  papers  on 
Mercantile  Law  will  mostly  be  answeied  from  a  careful 
reading  of  Smith's  work  on  this  subject,  the  book  recom- 
mended by  the  Institute  ;  not  forgetting  though,  that  the 
new  Bills  of  Exchange  Act  and  the  Bills  of  Sale  Act  form  no 
inconsiderable  part  of  these  subjects. 

In  an  examination  of  this  kind  there  is  one  accomplish- 
ment which,  of  all  others,  is  of  great  value  to  candidates.  I 
mean  **  composition  "  the  great  art  of  expressing  correctlv, 
and  with  brevity,  answers  which  require  very  carefully 
wording.  We  may  have  the  eorrect  answers  in  our  minds, 
and  yet  produce  an  answer  on  paper  which  appears  blunt 
and  unfinished,  and  perhaps  from  some  important  omission 
may  have  a  very  vague  meaning.  There  is  no  better  rule 
than  to  practice  this  in  the  preparation  for  the  examination, 
for  besides  helping  us  to  form  the  composition  for  concise 
answers,  it  will  be  a  wonderful  help  to  the  memory,  impress 
us  with  the  principles  of  fact,  the  bare  reading  of  which 
would  not  leave  nearly  so  vivid  an  impression  on  our  minds. 
From  what  I  have  said  before  as  to  the  very  rapid  rate  at 
which  the  questions  have  to  bo  answered,  vou  will  readily 
see  the  importance  of  this  point.  And  another  suggestion  I 
would  make,  always  be  careful  to  embody  the  question  in 
the  answer  you  give. 

I  have  been  compcudng  the  results  of  the  last  final  ex- 
amination with  the  one  held  in  June  last,  and  it  certainly 
finds  us  food  for  reflection. 

Last  June  nearly  80  per  cent,  of  the  total  number  of 
candidates  were  successful,  but  last  December  of  the  total 
number  presenting  themselves,  62  per  cent  only  were 
successful ;  but  even  this  is  not  the  most  serious  aspect  of 
the  question.    In  June    last,   the   council   awarded   two 


prizes  for  excellence,  and  no  less  than  three  certificates 
merit.    For  this  examination  no  prizes  have  been  awarded 
and  only  one  certificate  of  merit.    We  have  therefore,  a 
choice  of  two  propositions. 

1.  That  the  examinations  have  become  much  more 
severe. 

2.  That  the  'capacity  and  intelligence  of  the  candi- 
dates have  sensibly  diminished. 

1  will  not  venture  upon  an  opinion  as  to  which  of  these 
two  propositions  is  the  correct  one. 

I  will  say,  candidly,  I  think  it  is  a  great  mistake  to 
suppose  the  work  of  preparing  for  these  examinations  is 
easy  of  accomplishment.  The  questions  have  a  very  wide 
range  over  a  great  variety^  of  subjects,  and  conseauently  we 
must  regard  them  as  making  the  heaviest  demana  upon  our 
principles,  our  understandings,  and  our  knowledge,  we  have 
to  taJce  a  comprehensive  view  of  every  subject  connected 
with  mercantile  adventure,  and  to  accountants,  of  all  other 
persons,  no  knowledge  is  superfluous.  But  I  am  most  firmly 
of  opinion,  and  would  say  to  any  of  those  who  are  qualifying 
themselves,  that  if  they  are  persevering  in  their  work,  and 
strive  to  master  the  problems  and  difficulties  which  day  by 
day  present  themselves  to  them  in  their  practice,  there  is 
nothmg  to  prevent  them  passing  the  examination.  It 
depends  entirely  upon  themselves,  for  vigilant  observation  of 
all  that  passes  around  us  is,  in  any  pursuit,  the  best  of  all 
instructors. 

I  am  thankful  in  being  able  to  testify  to  the  great  assist- 
ance I  received  in  my  preparation  for  my  examination  from 
my  membership  of  this  society,  and  from  my  attendance  at 
the  classes  which  were  organised  by  the  Local  Society  of 
Chartered  Accoimtants.  and  so  ably  conducted  bv  Mr. 
Bussell.  Mr.  Russell  takes  a  deep  interest  in  his  work,  and 
certainly  spares  no  effort  to  render  his  meetings  as  advan- 
tageous as  possible  to  those  who  read  with  him,  and  I  am 
sure  that  all  the  late  Birmingham  candidates  will  join  with 
me  in  this  acknowledgment. 

I  ought  also  to  mention  that  every  attention  was  shown 
to  the  convenience  of  candidates  at  the  examination  and 
every  requisite  provided,  and  we  met  with  much  courtesy 
from  those  members  of  the  Council  who  conducted  the 
examination. 

We  have  in  this  society  the  most  capable  machinery  for 
producing  good  candidates.  We  have  had  lectures  of  no 
mean  order,  and  the  debates  which  our  committee  have 
arranged  are  calculated  to  be  of  considerable  use  to  us.  I 
wish  the  committee  could  even  go  farther,  and  see  if  they 
could  find  the  time  and  opportunity  for  mock  examinations 
in  some  of  the  subjects.  Students  would  find  it  good 
practice,  and  it  would  give  them  a  great  deal  of  confidence, 
to  answer  as  well  as  they  are  able,  all  the  examination 
papers,  remembering  that  two  hours  is  the  time  allowed  for 
each,  and  that  in  the  actual  examination,  they  would  only 
see  the  papers  the  moment  they  have  to  be  answered. 

You  do  not  need  me  to  point  out  to  you  that  these 
examinations  are  wortii  tiying  for,  and  the  certificates  of 
having  passed,  worth  having.  The  very  existence  of  our 
society  is  a  distinct  recognition  of  this  principle,  that  we 
desire  for  ourselves  to  show  the  public  that  we  are  earnest 
in  our  work,  and  desirous  of  fully  qualifying  ourselves  on 
those  subjects  upon  which  they  a&  our  advice,  and  fcr 
which  they  require  our  services. 

Those  of  us  who  have  passed  will  ever  be  students,  for  of 
accountancy  it  can  never  be  said  that  it  is  fully  learnt, 
there  is  the  never  ending  work  of  bringing  all  our  knowledge 
I  into  practical  use,  and  I  believe  that  even  our  president 
would  be  slow  to  admit  that  that  goal  is  ever  reached  when 
we  may  rest  upon  our  laurels. 

I  sincerelv  hope  for  the  continued  success  of  our  society, 
remember  that  success  in  these  examinations  brings  with  it 
certain  rewiud  and  much  gratification,  for  as  clerks  we  have 
many  opportunities  of  gaining  the  confidence  of  client's  ; 
and  so  of  maintaining  the  credit  and  honour  of  the  office  to 
which  we  belong. 
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INTERMEDIATE    EXAMINATION,    DECEMBER,    1883.— BOOKKEEPING. 

(Continued  from  our  last  issue.) 


QDr, 
1888. 


PROFIT  and  LOSS. 


to. 
,  10 


Dec.  1.  To  trade  expensei 

„  Reserve  discoant  account 9 

„  A.  Interest  on  capital 1 

„  B.  do.  do 2 

„  A.  Capital  accoat,  half  profit  . .  1 


»» 


B. 


do. 


do. 


£7.000    0    0 


£  8.  d. 

9,000  0  0 

1,035  0  0 

250  0  0 

125  0  0 

1300  0  0 

1,800  0  0 


1883.  to. 

Dec.  1,  By  gross  profit  goods  account 5 


Cr. 

£       8.  d. 
7,000    0   0 


ie7.000    0    0. 


9  Dr. 


RESERVE    DISCOUNT  ACCOUNT. 


I  1888.  fo. 

'  Dec.  1,  By  profit  and  loss 8 


10  Dr. 

1883. 

Dec.  1,  To  sundry  creditors 


to. 
6 


TRADE    EXPENSES. 
£ 


8.  d.  I 
8,000    0    0  I 


1883.  to. 

Dec.  1,  By  profit  and  loss 8 


Cr. 

£          8.d. 

ijam  0  0 

Cr. 

£          8.d. 

S,OQO   0   0 

'  LIABILITIES. 

To  sundry  Creditors  89,000    0    0 

„    Reserve  Discount  account,  2^  per  cent,  on  i^41,000    . .    1,025    0    0 

H    A.  Capital  account       12,060 

B.     do.         do 6,925  18,975    0    0 


II 


Messrs.  A.  and  B. 

BALANCE  SHEET.    Ist  Docember,  1883. 

ASSETS. 

By  sundry  Debtors,  considered  good 41,000  0  9 

„    stock-in-hand 8.000   0  0 

„    Business  premises  (Qy-less— per  cent,  written  off)     ..    7,000   0  f 
„    Cash  at  Bankers 


B9JO0O   0    0 


8,000    0  0 


68,000   0   0 


(To  be  continued.) 
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APRIL  1,  1884. 
NOTICE   TO   SUBSCBIBBB8. 

With  the  present  number  the  first  volume  of  the 
Accountants,'  Students'  Journal  is  completed,  and 
its  success  has  been  beyond  our  most  sanguine  ex- 
pectations. When  originally  projected  we  intended 
to  confine  ourselves  to  a  16  page  issue,  but  the 
quantity  of  important  matter  it  has  been  impossible 
to  exclude  —  owing  partly  to  the  commendable 
activity  of  the  various  Students'  Societies— has 
obliged  us  to  issue  numbers  of  20  pages  and  upwards 
each  month.  As  we  see  no  prospect  of  reducing 
the  size  of  the  numbers  we  feel  sure  our  subscribers 
will  not  think  we  are  asking  too  much  when  we 
raise  the  subscription  to  6s.  per  annum,  post  free — 
the  price  for  single  numbers  being  raised  to  9d. 


AUDITING. 


Among  the  duties  of  an  accountant  first  and 
foremost  may  be  placed  that  of  auditing,  and  the 
attainment  of  a  correct  and  complete  knowledge 
of  the  duties  appertaining  to  that  branch  of  the 
profession,  should  be  a  most  important  object  to 
all  professing  to  enter  the  ranks  of  accountancy. 
Much  may  of  course  be  learnt  by  books,  but  it  is 
only  by  practical  acquaintance  with  the  varied  re- 
quirements of  different  classes  of  accounts  and 
book-keeping  that  perfection  can  be  attained,  and 


that  is  only  to  be  arrived  at  by  carefully  noting  the 
various  instances  which  come  under  the  student's 
notice.  A  few  general  hints  and  broad  definitions 
may,  however,  save  a  considerable  amount  of 
labour  in  wading  through  volumes  which  may  be 
only  partially  understood  by  the  reader,  and,  hoping 
to  save  that  time  and  trouble  to  those  studying,  we 
will  endeavour  to  point  out  a  few  things  to  be 
avoided  and  others  to  be  carefully  remembered. 
Auditors  may  be  divided  into  two  classes : — 

(1).    The  professional. 

(2).  The  amateur. 
With  the  latter,  as  the  least  important,  we  will 
deal  first.  The  ranks  of  amateur  auditors  are 
largely  swelled  by  a  number  of  gentlemen,  who, 
having  no  business  of  their  own  to  attend  to,  kmdly 
devote  their  time  to  that  of  others.  Being  very 
likely  men  of  independent  means  they  become 
shareholders  in  various  small  companies,  and,  by 
attending  the  meetings  regularly,  questioning  the 
chairman  as  to  various  small  items  of  expenditure; 
and  making  themselves  prominent  on  every  occa- 
sion lead  many  of  their  fellow  shareholders  to 
beUeve  that  they  are  very  clever  fellows  and  com- 
petent to  look  after  the  interest  of  all,  consequently 
when  a  vacancy  occurs  they  are  elected  to  the  post 
of  auditors.  When  elected,  if  they  have  to  deal 
with  achairman,  or  secretary,  of  imposing  manners, 
who  either  sufficiently  smiles  at  any  remark  they 
may  make  as  showing  ignorance  of  which  he  did 
not  deem  them  capable,  or  blandly  gives  them 
credit  for  knowledge  they  do  not  possess,  they 
raxndly  become  nonentities  and  sign  in  lamb-like 
style  any  accounts  that  are  submitted  to  them. 
These  gentlemen  may  be,  and  are,  in  many  in- 
stances quite  competent  to  judge  whether  figures 
are  correctly  cast  or  even  carried  to  the  debit  or 
credit  side  of  the  balance  sheet ;  but  when  the 
question  arises  as  to  whether  an  amount  should  be 
charged  to  capital,  or  expenditure,  they  are  quite 
abroad ;  and  when  officials,  desirous  of  showing  a 
good  balance  sheet,  quietly  charge  capital  account 
with  expenditure,  they,  in  their  ignorance,  mildly 
acquiesce  rejoicing  over  the  large  dividend  proposed 
to  be  paid.  Sooner  or  later  the  day  of  reckoning 
comes,  and  then  shareholders  bless  the  amateur 
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auditor  for  allowing  them  to  be  hoodwinked  in  a 
manner  the  professional  auditor  would  have  detected 
at  once.  The  amateur  auditor  is  also  very  great 
on  vestry  and  corporation  accounts  ;  but  there 
again  he  allows  himself  frequently  to  be  led  from 
the  strict  performance  of  his  duties,  and,  owing  to 
that  laxity,  the  frequent  cases  of  embezzlement  and 
defalcation  we  constantly  read  of  in  the  papers 
occur.  The  amateur  auditor  is,  however,  rapidly 
disappearing  and  will,  no  doubt,  like  our  friend  the 
dodo  of  zoology  become  extinct. 

It  is  with  the  professional  auditor  and  his  duties, 
we  have  more  particularly  to  deal. 

Although  practically  the  same  as  those  under- 
taken by  the  amateur,  they  are  in  their  results  very 
different;  as,  thoroughly  knowing  his  duties,  he 
avoids  those  very  pitfalls  into  wmch  the  amateur 
faUs. 

The  duties  of  an  Auditor  are,  as  our  readers  are 
all  aware,  to  examine  and  pass  accounts,  and  it 
is  in  that  examination  that  the  professional  auditor 
shows  his  superiority.  A  few  broad  lines  may  be 
usefully  laid  down  to  guide  young  beginners  in 
auditing. 

(1).  Take  nothing  for  granted,  but  examine 
everything  ab  initio. 

(2) .  In  case  of  the  slightest  discrepancy  enquire 
closely  into  every  circumstance,  ana  if  not  satis- 
factoxily  explained  redouble  your  vigilance. 

(3).  Take  no  man's  integrity  for  granted,  you 
have  to  deal  with  actual  facts,  and  a  man's  per- 
sonal character  has  nothing  whatever  to  do  with 
his  accounts. 

A  case  quite  recently  occurred  in  which  a  rate 
collector  paid  some  money  into  the  bank  on  Oct.  1st, 
but  entered  it  on  his  books  as  September  29th — 
now  had  that  discrepancy  been  noted  and  enquired 
into  immediately  it  would  have  been  found  out  that 
he  borrowed  that  money  to  make  up  a  deficiency, 
and  hii  career  would  have  been  stopped,  instead  of 
which  it  Was  not  noticed,  and  ultimately  his  de- 
ficiency was  very  much  larger. 

The  balance  sheet  is,  of  course,  the  final  out- 
come of  the  audit,  and  the  most  important  book  is  the 
Cash  Book,  with  this,  however,  our  space  will  not 
allow  us  to  deal  in  this  number,  but  next  month 
we  will  point  out  the  course  to  be  adopted  in  ex- 
amining this  book. 


BOOK-KBBFiNO — Ooniinued, 

These  balances  may  be  taken  out  under  appro- 
priate lists  or  schedules,  such  as  Debtors,  Creditors, 
Bills  Payable,  ete.,  and  prove  very  convenient  in 
making  up  the  Balance  Sheet  if  taken  out  after  all 
the  adjustments  of  Profit  and  Loss,  Stock-taJdng, 
eto.,  have  been  made  ;  on  the  other  hand  if  the 
balance  does  not  come  out  right  (to  use  an  Irishism)  it 


affords  no  indication  as  te  where  the  error  is  likely 
to  be  found,  and  checking  becomes  a  necessity. 
There  is  one  other  feature  in  favour  of  this  method 
and  that  is  that  accounts  can  be  ruled  off  as  they 
balance,  whether  weekly  or  monthly,  or  less  fre- 
quently. 

Triai  Casting, 

This  method  is  far  less  common,  but  well  repays 
the  slight  extra  trouble,  provided  the  book-keeper 
can  be  induced  not  to  constantly  close  or  bring 
forward  the  balances  on  his  accounts,  as  some  book- 
keepers will  persist  in  doing.  In  lieu  of  so  closing 
all  that  is  required  is  to  put  down  in  the  particulars 
column  the  monthly  totals,  debit  and  credit,  in 
small  red  figures,  and  only  close  or  bring  down 
balances  once  a  year,  after  they  have  been  finally 
adjusted  and  agreed.  The  following  shows  the  work- 
ing of  a  trial  balance  based  on  the  books  referred  to  in 
the  direct  system : — 


Proof  Ccuting. 


•  • 


CaBh  Book,  No.  1,  reoeived  . . 
Do.  „      paid 

Do.  „  S,  reoeived  . . 

Do.  „       paid         •  • 

Bought  Book  WholeBale  Dr.  and  Gr. 

Sold  Book  do.  do. 

Bought  Book,  Retail  do. 

Sold  Book  do.  do. 

Bills  Payable,  Wholesale       do. 
Do.  Retail  do. 

Bills  BeceiTable,  Wholesale  do. 
Do.  Retail         do. 

Adjustment  Book  do. 


Lr.  Dbtn. 


£8,000 


17,000 

10,000 

16,000 

5,000 

12,000 

6,000 

1,000 

6,000 

2,000 

2,000 


So  that  the  Ledger  Credits  should  show 
And  the  Iiedger  Debits        ..        ..     £88,000 
The  difierenoe  being  the  Cash  in 
hand,  viz.        . .     C.  B.  1,  £2,000 

C.  B.  2,  £8,000 

£5,000 


Lr.Grdta. 
£10,000 

90,000 

10,000 
15,000 
6,000 
12,000 
5,000 
1,000 
6,000 
2,000 
2,000 

£88,000 


£88,000     £88,000 


On  examining  the  Trial  Casting  we  find  it  comes 
ont  as  follows,  viz. : — 

Debite.  Credits. 

Creditors  Ledger,  Personal £15,000 

Debtors'       do.         do 28,000 

Bills,  Payable           do.          ,«        ..        .,  6,000 

Do.  Reoeiyable       do.         5,000 

KominalLedger          ••         ••        «.        ••  28,500 

Pnyate  Aooounts  Ledger       ••        «•        ,,  10,500 

Showing  that  the  Credits  agreed  ..        ,.         88,000 

Creditors  Ledger          ..  ..  £12,000 

Debtors         do.           .,  ..  27,000 

Bills  Payable  do.           ..  ••  4,000 

Do.  ReceiYable  Ledger  . .  8,000 

Nominal  Ledger          .«  ..  29,500 

Private  accounts  Ledger  . .  2,000 

While  the  debit  side  shows    •  •  82,500 

A  disagreement  of       ••        ••  500 
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To  make  up  the    amount   at 

which  it  should  stand,  Tiz.  •  •  88,000 

And  whioh  with  the  Cash  in  hand  5,000 

Would  balance  the  Books       . .  £88,000 

It  would,  therefore,  be  unnecessary  to  check  the 
credit  side,  and  our  enquiry  would  be  directed  to 
tracing  out  the  error.  The  Bills  accounts  would 
be  verified  by  the  outstanding  bills,  which  would 
show  the  balances  arising  thereon.  The  private 
accounts  would  be  easily  tested,  and  our  next  step 
would  be  to  test  the  nominal  accounts  on  which 
our  common  sense  would  enable  us  to  detect  any 
discrepancy.  In  this  case  it  arose  from  the  neglect 
to  debit  an  item,  which  had  been  credited  to  the 
private  accounts  for  interest  on  capital.  Had  the 
error  not  lain  there  it  must  have  lain  in  the  debtors 
accounts,  and  the  probability  is  that  an  inspection 
of  them  would  also  enable  us  to  detect  a  dis- 
crepancy, and  thus  avoid  the  necessity  of  checking 
them. 

It  will  be  readily  seen  that  more  labour  is  in- 
volved in  this  method,  because  the  balances  are 
not  struck  as  they  must  be  before  the  balance 
sheet  can  be  made  out.  We  must  call  attention  to 
the  Froof  Casting  made  up  from  the  totals  of  the 
entries,  whereby  we  obtained  this  effective  check 
upon  the  clerical  work  of  posting,  but  it  must  not 
be  assumed  that  because  the  books  balance  no 
error  lies  in  them.  Entries  may  have  been  wrongly 
treated,  and  therefore  should  always  be  examined 
with  a  critical  eye.  A  dishonest  but  c(»npetent 
book-keeper  will  generally  produce  evidence  that 
his  books  **  balance  to  a  penny  "  for  that  reason, 
and  in  protection  of  our  own  reputations,  we  should 
be  very  reluctant  to  accept  any  trial  on  proof 
casting  that  we  have  not  fully  verified.  The 
difference  between  a  Trial  Casting  and  a  Trial 
Balance  will  be  seen  by  comparing  the  former  with 
the  following  summary  in  which  the  same  figures 
are  treated. 

(To  be  continued,) 


THE   INSTITUTE   OP  CHARTERED    ACCOUNTANTS 
IN  ENGLAND  AND  WALES. 


At  a  meeting  of  the  council,  held  at  the  offices  of  the 
Institute,  3,  GopthaU  Buildings,  E.G.,  on  the  6th  March, 
1884,  the  followmg  applicants  were  admitted  Associates ; — 
BosTD,  John  Fredebick,  clerk  to  J.  Holah,  6,  Moorgate 

Street,  E.G. 
Clayton,  Charles,  clerk  to  H.  F.    Knight,  Devonshire 

Chambers,  Bishopsgate  Street,  E.G. 
KiBKHAM,  Arthur,  clerk  to  P.  &  J.  Kevan,  12,  Acresfield, 

Bolton. 
Parker,  Frederick  Ernest,  clerk  to  W.  F.  Moore  and 

Sons,  9,  Chapel  Street,  Preston. 
Plender,  WiLLLkx,  clerk  to  J.  G.  Benson,  12,  Grey  Street, 

Newcastle-on-Tyne. 
Smith,  Clare,  clerk  to  Tiihe,  Clarke  and  Co.,  2,  Mootgate 

Street  Buildings,  E.0, 


The  Examination  Committee  reported  that  they  had 
appointed  Mr.  P.  Magnus  examiner  in  the  preliminary 
examinations  for  the  ensuing  year,  and  Mr>,  E.  F.  Turner 
and  Mr.  F.  Whinney,  jun.,  examiners  in  the  legal  subjects  of 
the  Intermediate  and  Final  Examinations  for  the  ensuing 
year. 

On  the  recommendation  of  the  examination  committee, 
the  dates  of  Uie  next  examinations  were  fixed  as  follows : — 
Preliminary  Examination  9th,  10th  and  11th  June,  1884. 
Intermediate  Examination  16th,  17th  and  18th  June,  1884. 
Final  Examination  28rd,  24th  and  25th  June,  1884. 


CHAETERED    ACCOUNTANTS    STUDENTS' 
SOCIETY   OF  LONDON. 


BANKBUPTCY  LAW. 


Bt  Richabd  RorowooD,  Esq.,  B,A.,  BarTiater.at-lAw. 


The  following  is  a  verbatim  report  of  a  lecture  on  the 
above  subject,  recently  delivered  by  Richard  Bingwood,  Esq., 
B.A.,  the  well-known  author  of  several  works  on  Bankruptcy 
Law,  before  the  Chartered  Acoountants'  Students'  Sooie^ 
of  London. 

The  LxcTUBER,  having  been  introduced  by  the  Chairman, 
said: — 

The  subject  on  whioh  I  have  the  honour  to  lecture  to-night 
is  one  that  has  for  many  years  engrossed  a  great  deal  of 
public  attention,  and  is  likely  to  be  eagerly  discussed  for 
some  time  to  come.  For  some  reason  or  other  we  have  not 
been  happy  in  our  attempts  at  bankruptcy  liquidation  in 
this  cormtry,  and  so  signally  unsuccessful  have  been  the 
different  statutes  passed  from  time  to  time  on  the  subject, 
that  it  is  almost  a  wonder  that  any  man  of  established  repu- 
tation as  a  statesman,  should  risk  the  loss  of  that  reputation 
by  associating  his  name  with  a  Bankruptcy  Act,  unless 
indeed  he  should  be  in  such' a  position  that  he  can  count  on 
being  raised  in  a  riiort  time  to  the  woolsack  or  the  Bench, 
where,  unless  he  happens  to  be  a  very  obstinate  man,  he  can 
easily  forget  his  mistakes  and  failures.  Mr.  Chamberlain  is 
certiunly  a  statesman  of  eminence  and  reputation,  but  he 
has  courageously  devoted  himself  to  the  performance  of  a 
task  where  so  many  of  his  predecessors  have  woefully  failed. 

The  new  Act  is  now  uurly  started.  At  present  both 
debtors  and  creditors  seem  to  be  a  little  shy  of  it,  but  this 
may  be  due  to  the  fact  that  creditors  are  reluctant  to  move 
until  they  can  see  from  a  few  cases  how  the  act  works,  and 
not  a  few  debtors,  I  imagine  have  a  wholesome  dread  of 
some  of  its  provisions.  Its  success  must  lari^ely  depend  upon 
the  ability  and  integrity  of  the  Official  Receivers,  and  though 
I  think  most  people  will  admit  that  those  gentlemen  were 
honorably  and  fairly  selected,  yet  I  consider  it  is  a  great  pity 
considering  what  their  duties  are  to  be,  that  the  selection 
was  not  made  mainly,  if  not  altogether,  from  members  of  the 
Instiute  of  Chartered  Accountants.  Most  of  the  duties  to  be 
performed  by  the  Official  Receiver  are  duties  that  would  more 
aptly  be  performed  by  accountants  than  by  solicitors,  on 
wnom,  I  believe  the  bulk  of  the  appointments  have  been 
conferred.  For  example  the  examination  of  the  debtors 
books  and  his  trading  accounts  is  a  very  important  part  of 
the  Official  Receiver's  business,  and  I  take  the  liberty  of  say- 
ing that  any  respectable  accountant  could  perform  this 
task  immeasurably  better  than  any  solicitor.  Anyone  who 
knows  the  immense  strides  which  you,  gentlemen,  have  made 
of  late  years  in  public  estimation  and  education  will  agree 
with  me  in  sa3ang  that  there  could  have  been  no  difficulty  in 
choosing  excellent  Official  Recefvers  from  amongst  your 
number  for  all  the  appointments  that  have  been  made. 
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Before  discussing  the  Act  of  1883, 1  should  like  to  give  you 
a  very  slight  sketch  of  previous  Bankruptcy  Acts. 

The  earliest  statute  on  the  suhject  was,  1  believe,  passed  in 
1642  (34  and  35  Henry  VIII.  o.  4.)  The  quaint  preamble  will 
show  you  the  object  of  the  Act  which  was,  in  fact,  x>ft8sed 
against  fraudulent  debtors.    It  begins  thus . — 

« Where,  (the  old   form   of   whereas)  divers   and 
sundry  persons  craftily  obtaining  into  their  hands  great 
substance  of  other  mens  goods,  do  suddenly  flee  to  parts 
unknown,  or  keep  their  houses,  not  minding  to  pay  or 
restore  to  any  their  creditors,  their  debts  and  duties,  but 
at  their  own  will  and  pleasure  consume  the  substance 
obtained  by   credit  from   other   men   for   their  own 
pleasure  and  delicate  living  against  all  reason,  equity, 
and  good  conscience." 
And  then  the  statute  goes  on  to  enact  that  the  Lord  Chan- 
cellor and  other  high   officials   should   have   power   and 
authority,  upon  complaint  made  in  writing  by  any  person 
aggrieved,  to  take  orders  and  directions,  as  weU  with  oodies 
of  such  offenders,  as  with  their  lands,  chattels,  goods,  wares, 
merchandise  and  debts,  and  to  cause  such  landis  &o.  to  be 
sold  for  distribution  of  the  proceeds  amongst  the  creditors. 
I  need  not  allude  to  the  other  provisions  of  that  Act.   Suffice 
it  to  say  that  it  does  not  appear  to  have  been  very  success- 
ful, for  the  next  Act  on  the  suoject  (13  Elizabeth  c.  7)  recites 
that  notwithstanding  the  statute    of   Henry  VIII.  made 
against  bankrupts,  those  kind  of  persons  have  increased,  and 
still  do  increase,  and  are  **  like  "  more  to  do  if  some  better 
provision  be  not  made  for  the  repression  of  them.     This 
statute  of  Elizabeth  was  confined  to  traders,  and  the  effect 
of  it  was  shortly  this :    "  If  a  trader  did  certain  things  he 
was  to  be  deemed  a  bankrupt,  and  the  Lord  Chajicellor 
might  appoint  Commissioners  to  deal  with  his  person  and 
property,  and  these  Commissioners  were  given  a  power, 
which  is  still  possesed  by  Bankruptcy  Courts,  of  examining 

Cions  suspected  of  having  any  such  property  in  their 
ds. 

We  may  pass  over  the  statute  of  1  James  I.,  c.  15,  and 
come  down  to  21  James  I.,  o.  19,  of  which  I  shall  allude  to 
two  sections  only,  one  of  which  enacted  that  if  a  bankrupt 
concealed  his  goods,  or  could  not  give  a  satisfactory  reason 
why  he  became  bankrupt,  he  might  be  indicted,  and  on 
conviction,  set  upon  the  pillory  and  lose  one  of  his  ears. 
That  will  show  the  spirit  of  the  old  Bankruptcy  Law.  The 
other  section  states  the  circumstances  under  which  goods 
of  third  persons  in  the  hands  of  a  banlcrupt  as  reputed 
owner  of  tnem,  will  pass  to  his  creditors  and  state  the  law 
on  the  subject  substantially  in  the  same  terms,  as  the  Act 
of  1883. 

The  next  statute  to  which  your  attention  may  be  directed, 
is  the  4  and  5  Anne,  c.  17  in  which  we  witness  a  new  depar- 
ture in  Bankruptcy  Law.  The  previous  statutes  were  of 
a  quasi-penal  character,  but  by  the  statute  of  Anne,  a  bank- 
rupt who  duly  delivered  up  his  property  and  otherwise 
complied  with  the  law,  was  enabled,  with  the  sanction  of  a 
majority  of  his  creditors,  to  obtain  from  the  commissioners 
a  "  certificate  of  conformity,"  which  had  the  effect  of  dis- 
charging his  person,  and  releasing  his  future  acquired 
property  from  the  debts  existing  at  the  time  of  his  bank- 
ruptcy. What  corresponds  to  this  under  the  Bankruptcy 
Act  1883,  is  the  "  order  of  discharge,"  which  as  you  know 
releases  a  bankrupt  from  provable  debts,  except  crown  debts, 
debts  incurred  by  fraud,  or  fraudulent  breacK  of  trust  to 
which  he  was  a  party,  or  of  which  he  has  obtained  forbear- 
ance by  his  fraud. 

Passing  over  the  Consolidating  and  Amending  Act,  6  Geo. 
4.  C.  16,  we  come  to  1  and  2  Will.  4,  c.  56,  which  established 
a  regular  Court  of  Bankruptcy,  and  substituted  for  the  com- 
mission of  bankruptcy  formerly  issued  by  the  Lord 
Chancellor,  what  was  oaUed  a  flat  which  was  in  its  turn 
subsequently  abolished..  By  the  same  Act  of  Will.  4, 
official  assignees  were  appointed,  in  whom,  along  with  the 
assignees  chosen  by  the  creditors,  the  property  was  vested. 


By  5  and  6  Vict.,  o.  122,  certain  permanent  commissioners 
were  appointed  to  administer  the  law  in  country  bank- 
ruptcies, in  the  seven  district  courts  which  were  established 
for  such  cases* 

The  only  other  statutes  to  which  I  need  direct  your 
attention,  before  coming  to  the  Bankruptcy  Act,  1883,  are 
the  Bankrupt  Law  Consolidation  Act,  1849,  and  the  Bank- 
ruptcy Acts  of  1861  and  1869.  The  first  of  these  Acts 
abolished  the  fiat,  which  succeeded  the  previous  commission 
of  bankruptcy,  and  substituted  for  it  a  petition  for  adjudica- 
tion. A  debtor  could  also  present  a  petition  for  adjudica- 
tion against  himself,  and  he  might  do  the  same  by  the  Act 
of  1861,  but  under  the  Act  of  1869,  the  right  to  present  such 
a  petition  was  confined  to  creditors,  but  restored  again  to 
the  debtor  under  the  Act  of  1883.  There  was  also  a  pro- 
* '  vision  in  the  Act  of  1849,  by  which  certificates  of  conformity 
were  divided  into  three  classes  ;  the  first  certified  that  the 
bankruptcy  had  arisen  from  unadvoidable  losses  and 
misfortunes,  the  second,  that  it  had  not  arisen  wholly  from 
unavoidable  losses  and  misfortunes,  and  the  third  that  it 
had  not  arisen  &om  unavoidable  losses  and  misfortunes.  As 
however  a  certificate  of  any  class  would  discharge  a  bank- 
rupt from  his  debts,  this  classification  did  not  have  much 
effect  as  encouraging  honest  trading  or  terrifying  the 
dishonest  debter. 

All  these  statutes  with  the  exception  of  the  first,  that 
passed  in  the  reign  of  Heniy  VIII.  down  to  the  Act  of  1861, 
were  applicable  only  to  traders.  Non-traders  unable  to  pay 
their  deots  could  not  come  or  be  brought  into  the  bankruptcy 
court,  but  might  get  relieved  from  their  debts  in  the 
Insolvent  Debtors  Court,  under  the  provisions  of  various 
Acts  of  Parliament  relating  to  insolvent  debtors.  By  the 
Act  of  1861,  this  last  mentioned  court  was  abolished,  and 
non-traders  became  liable  to  the  Bankruptcy  Laws  and 
have  so  continued  imder  the  subsequent  Acts  of  1869  and 
1883.  The  same  Act  of  1861  substituted  an  '*  order  of  dis- 
charge "  for  the  certificate  of  conformity,  and  it  also  con- 
tained a  provision  enabling  a  debtor,  without  going  into 
bankruptcy,  to  get  a  majority  of  three  fourths  in  value  of 
his  creditors  to  assent  to  a  composition,  which  would  bind  a 
dissenting  minority.  This  provision  was  however  very  much 
abused,  and  many  fraudulent  compositions  were  effected 
under  it,  and  chiefly  for  this  reason  it  was  deemed  necessary 
to  pass  another  Act  in  1868  to  enable  the  creditors  to  get  a 
full  discovery  of  all  the  debtor's  assets  and  liabilities  and  to 
compel  others  assenting  to  a  composition  to  prove  their 
debts  by  affidavit.  The  Act  of  1861  like  many  of  its  pre- 
decessors, contained  provisions  for  the  punishment  of 
fraudulent  debtors.  Provisions  of  this  kind  were  not  to  be 
found  in  the  Act  of  1869,  but  they  were  contained  in  the 
Debtors  Act  which  was  passed  in  tiie  same  year,  and  by  the 
Bankruptcy  Act  1883,  debtors  may  be  punished  for 
misdemeanors  committed  under  the  Debtors  Act  or  under 
the  Bankruptcy  Act. 

It  will  now  be  convenient  to  retrace  our  steps  a  little  to 
follow  the  fortunes— or  misfortunes — of  the  system  of 
official  administration  which  was  introduced  by  Lord 
Brougham's  Act,  in  the  reign  of  Will.  IV.  providing  for  the 
appointment  of  official  assignees.  The  appointment  of  these 
official  assignees  for  the  first  time  introduced  the  system 
which  has  now  to  some  extent  been  reverted  to,  I  mean  the 
official  administration  of  the  property  of  a  bankrupt  or 
insolvent  debtor.  Possibly  some  hesitation  was  at  first 
entertained  about  the  advisability  of  the  system,  for  as  a 
matter  of  fact,  under  Lord  Brougham's  Act  the  official 
assignees  were  attached  only  to  the  London  Bankruptcy 
Court.  Some  nine  years  afterwards  a  Boyal  Commission  sat  to 
consider  the  subject  of  bankruptcy,  and  the  result  of  its 
sittings  was,  that  the  system  of  official  administration  was 
considered  so  successful,  that  by  5  and  6  Vict.  o.  132, 
certain  permanent  commissioners  were  appointed  to 
administer  bankruptcy  law  in  country  bankruptcies  in  the 
seven  district  courts  which  I  have  just  mentioned.    Here, 
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then,  was  a  system  of  officialism  which  had  first  heen  tried 
in  London  for  some  years,  and  encjnired  -into  and  reported 
favourably^  upon  by  a  Royal  commission,  and  so  successful 
was  it  in  its  working  that  it  was  afterwards  spread  aU  over 
the  countnr.  We  find  next,  that  when  it  had  heen  five  years 
established  in  the  country,  a  select  committee  was  appointed 
in  1847  to  investigate  the  working  of  the  s^ptem,  and  this 
committee  reported  in  its  favour.  Again  in  1849  another 
committee  sat  on  the  subject,  and  they  also  apparently  con- 
sidered that  everjrthing  was  going  on  satisfactorily  as 
regards  special  assignees,  for  the  Act  that  followed  their 
report,  viz.,  the  Bankruptcy  Law  Consolidation  Act  1849, 
left  the  official  assignees  still  in  their  former  position.  We  find 
with  surprise  then,  that  in  1861,  after  so  many  years  from 
their  first  establishment  and  after  the  Royal  Commission  and 
Select  Committees  had  reported  so  strongly  in  their  favour, 
official  assignees  had  fallen  in  public  estimation,  and  loud 
grumblings  against  them  and  their  system  were  heard  from 
the  mercantile  community.  Accordingly  though  they  were 
not  abolished  by  the  Act  passed  in  that  year,  their  duties 
were  dimished  and  their  powers  materially  curtailed.  For 
example,  as  soon  as  the  creditors  appointed  their  assignee, 
the  official  assignee  could  no  longer  take  any  active  part  in 
the  realization  of  the  estate,  except  tocollect  debts  not  exceed 
ing  the  amount  of  £10.  But  a  worse  fate  befell  them.  In  1864 
another  select  committee  was  appointed.  And  so  low  had 
official  assignees  fallen  in  public  mvour  or  so  many  abuses 
bad  grown  round  their  system,  that  this  committee  recom- 
mended that  the  sysem  should  be  abolished  altogether.  How- 
ever it  takes  a  long  time  to  pass  a  Bankruptcy  Act,  and  though 
the  report  was  published  in  1864,  the  Act  which  abolished 
official  assignees  was  passed  in  1869.  It  was  natural  that 
the  powers  of  that  Act  should  rush  into  the  opposite  extreme 
and  conseiiuently  the  duties,  which  formerly  fell  to  the 
official  assignees,  were  now  with  great  injustice  thrown  upon 
the  creditore.  Now  thai  the  Act  of  1869  has  passed  away,  when 
we  contemplate  its  prominent  features,  we  cannot  feel  sur- 
prised at  its  utter  failure.  It  is  not  reasonable  to  expect  that 
a  creditor  who  has  the  misfortune  to  have  one  of  his  debtors 
adjudicated  bankrupt  should  be  willing  to  lose  his  valuable 
time,  lessen  his  dividend,  and  possibly  incur  further  expense 
by  attending  meetings,  examining  the  debtor,  investigating 
his  statement  of  affairs,  and  bringing  the  machinery  of  the 
criminal  law  to  bear  upon  those  that  are  guilty  of  fraud. 
Not  only  was  a  creditor  under  the  1869  Act  expected  to  do 
all  this,  but  he  has  often  to  wage  an  unequal  contest  against 
a  trustee,  friendly  to  the  debtor,  and  a  zing  of  so-called 
creditors,  bribed  to  support  the  debtor  through  thick  and 
thin.  Of  course  this  system  could  not  last,  and  so  the  Act  of 
1869  has  gone  over  to  the  majority,  leaving  sad  recollections 
at  the  mercantile  world,  and  many  volumes  of  useless  cases 
to  the  lawyers,  and  bequeathing  to  the  Bankruptcy  estates 
account  many  millions  which  ought  yean  ago  to  have  been 
distributed  among  creditors. 

The  government  then,  in  introducing  the  present  reform, 
could  start  with  these  proportions.  The  system  of  officialism 
had  been  tried,  had  existed  for  some  years,  and  eventually  had 
been  found  wanting.  The  system  represented  by  the  Act  of 
1869  had  not  only  &Uen  into  contempt,  but  the  working  of 
the  Act  itself  had  raised  a  stonn  of  indignation. 

Now  it  must  be  admitted  that  the  system  which  the 
official  assignees  represented,  existed  for  a  long  time — for  a 
bankruptcy  system — and  evidently  at  first  gave  considerable 
satisfaction  to  creditors,  including  the  mercantile  portion  of 
the  public,  and  the  question  has  again  and  again  been  asked 
what  was  the  reason  for  its  decline  in  public  favour  and  what 
caused  it  to  be  first  condemned,  and  then  abolished.  The 
present  government,  in  passing  the  Bankruptcy  Act,  1888, 
think  they  have  discovered  the  answer  to  that  question,  and 
hope  that  the  knowledge  which  they  have  gained  of  the 
causes  of  the  failure  of  the  former  system  has  enabled  them 
so  to  draft  the  present  act  that  tiioee  causes  will  no  longer 
«Dttt  and  that  tha  Bankriptoy  Act,  1888,  p^viding  for  the 


appointment  of  Official  Receivers.will  have  a  longer  life  than  its 
predecessors ;  they  came  to  the  conclusion  that  it  would  not 
do  in  1883  to  restore  the  old  system,  if  for  no  other  reason, 
because  public  opinion  was  opposed  to  such  a  change.  But 
they  have  introduced  a  system  of  officialism,  which,  guarded 
as  it  is  by  the  supervision  of  a  responsible  government  depart- 
ment, will,  it  is  hoped,  create  a  new  era  in  Bankruptcy 
administered. 

Whilst  the  Act  still  leaves  the  collection  and  distribution 
of  the  bankrupt's  estate  primarily  to  the  creditors  themselves, 
there  is  to  be  always  such  an  amount  of  official  supervision 
as  will  protect  a  minority  of  creditors,  ensure  a  thorough 
investigation  of  a  debtor's  affairs,  and  enforce  honest  dealing 
on  the  pcurt  of  all  who  are  engaged  in  the  administration  of 
the  estate.    Roughly  speaking,  the  broad  features  of  the 
Act  are  these : — ^In  every  case  where  a  petition  is  filed,  there 
must  be  a  thorough  and  searching  enquiry  into  the  circum- 
stances of  the  debtor,  who,  by  coining  or  being  brought  into 
the  Bankruptcy  Court,  asks  to  be  relieved  from  his  debts  by 
paying  less  than  twenty  shillings  in  the  pound.     In  the 
next  place,  there  must  be  a  public  official  to  undertake  this 
duty,  and  report  the  result  of  his  investigation,  and  thirdly, 
this  official  must  be  responsible  to  a  department  of  State, 
which  of  course  is  in  its  turn  responsible  to  Parliament.    We 
all  know  what  occurred  under   the  Act  of  1869,  specially 
during  the  last  few  years — A  debtor  filed  his  petition,  a  meet- 
ing took  place,  and  often  a  majority  of  bogus  creditors  passed 
a  resolution  accepting  a  mere  nominal  composition,  and 
thus  binding  all  the  bona  fide  creditois  whose  names  and 
addresses  and  the  amount  of  whose  debts  were  set  out  in 
the  statement  of  affairs.    If  the  debtor  could  not  succeed  in 
getting   a   composition   accepted,   very   often    what   was 
generallv  far  worse  occurred,  f.e.,  {liquidation  by  arrange- 
ment, the  close  of  which  as  well  as  the  discharge  of  the 
debtor,  the  release  of  the  trustee,  and  Uie  audit  of  accounts 
were  left  to  the  so-called  creditors,  and  were  not  to  be  con- 
trolled by  the  Court  or  other  authority.    In  addition  to 
that,  where  the  creditors  did  not  appoint  a  bank,  the  trustee 
might  pay  the  money  into  his  own  bank  or  keep  it  in  his 
hands,  the  more  stringent  provisions  of  the  Act  of  1869 
relating  to  funds  in  the  hajids  of  trustees  in  bankruptcy, 
having  been  held  not  applicable*  to  trustees  in  liquidation. 
But  you  will  say,  what  did  the  registrar  do  when  these 
fraudulent  resolutions  for  liquidation  by  arrangement  or 
composition  were  brought  to  him  for  registration  ?    Well, 
the  answer  is,  that  the  registrar  did  nothing  and  could  do 
nothing.    His  duty  was  to  see  that  the  requirements  of  the 
Act  had  been  complied  with,  ».«.,  that  the  meetings  of 
creditors  had  been  properly  convened  and  the  resolution 
passed  by  the  proper  majority.    He  could  refuse  to  register 
if   the    statement    of   affairs    were    not    in    accordance 
with  the  Act,  and  did  not  disclose  in  the  proper  form  the 
whole  of  the  debts  and  assets,  distinguishing  between  those 
that  were  joint,  and  those  that  were  separate ;  or  if  the 
debtor  did  not  set  out  his  proper  address.    He  could  refuse 
to  register  if  the  debtor  did  not  (as  the  Act  required  him) 
attend  the  meetings  of  his  creditors,  and  answer  proper 
questions  put  to  him  at  those  meetings,  or  if  the  resolutions 
were  manifestly  passed  not  bona  fide  in  the  interests  of  the 
creditors,    but   out  of  kindness  to  the  debtor.     But  un- 
fortunately the  registrar  had  no  power  to  refuse  registration 
on  the  ground  of  fraud,  and  the  consequence  was,  that  if  a 
creditor  desired  to  challenge  the  registration  of  the  resolu- 
tion on  that  ground,  he  was  obliged  to  go  to  the  expense  and 
risk  of  moving  the  court  to  vacate  the  registration.    You  see 
the  difficulties  that  lay  in  his  path,  and  one  is  not  surprised 
that  many  a  dissenting  creditor  who  knew  that  a  gross 
fraud  had  been  perpetrated,  preferred  to  put  up  with  it  and 
accept  his  shilling  in  the  pound,  or  less,  instead  of  engaging 
n  the  thankless  task  of  fighting  single  handed  against  the 
debtor,   backed  up  by  an  unscrupulous   gang  who  were 
willing  to  lend  themselves  to  any  fmud.    One  cannot  help 
le^retiiDg  tbAt  tiM  refpstncanalhecoarttdidiiotatteaii^t 
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to  do  more  than  they  did  to  assist  honest  traders  against 
fraudulent  debtors  and  dishonest  so-called  creditors.  But 
our  experience  was,  that  the  objecting  creditor  got  every 
discouragement  in  his  laudable  endeavour,  and  even  in 
cases  where  he  was  successful  in  his  opposition,  and  bank- 
ruptcy ensued,  so  little  benefit  ultimately  accrued  in  the 
majority  of  cases  on  account  of  costs  incurred,  that  the 
ar^^ument  was  used  that  his  opposition  was  due  to  personal 
spite  and  a  desire  to  oppress.  What  made  matters  worse 
was  that  the  registrar  urequently  allowed  a  fresh  first  meet- 
ing when  the  debtor  and  his  gang  would  use  every  care  to 
avoid  the  pitfalls  they  had  at  first  fallen  into,  and  no  doubt 
counted  on  tiring  out  the  opposing  creditor.  So  gross  had 
the  scandal  become,  that  Parliament  declared  by  section 
170  of  the  Act  of  1883,  that  after  the  passing  of  the  A6t,  no 
composition  or  liquidation  by  arrangement  under  the  Act  of 
1869,  was  to  be  allowed  without  the  sanction  of  the  registrar 
or  the  court :  i.e.,  that  the  registrar  or  the  court  shovud  use 
a  judicial  discretion  in  consulting  whether  it  should  be 
allowed,  and  not  merely  see  whether  the  requirements  of 
the  Act  of  1869  had  been  complied  with.  These  liquidations 
and  compositions  will  soon  be  things  of  the  past.  Liquida- 
tions will  exist  no  more.  Compositions  we  shall  have,  but 
far  different  from  those  that  beceune  notorious  under  the 
late  Act. 

Let  us  consider  what  is  the  position  of  a  debtor  under  the 
Act  of  1888.  In  the  first  place  he  may  avoid  the  Act 
altogether,  i.e.,  without  coming  into  court,  or  being  brought 
into  court  through  the  medium  of  a  petition,  he  may  enter 
into  an  arrangement  with  his  creditors  or  pay  them  a  com- 
position which  th^  will  accept  in  payment  of  the  debts  due 
to  them.  Now,  I  am  aware  that  there  is  a  general  im- 
pression abxojbd,  that  one  result  of  the  new  law  will  be  to 
mcrease  the  number  of  arrangements  or  compositions  outside 
the  Act,  between  debtors  and  creditors.  I  have  no  doubt 
that  there  will  be  an  increase  in  such  arrangements  or 
compositions,  but  so  many  difficulties  are  likely  to  beset 
them,  and  so  many  daxigers  have  to  be  guurded  against,  that 
I  do  not  think  they  will  be  so  nimierous  as  many  people 
expect.  You  will  remember  for  instance,  that  par.  (h)  of 
section  4,  now  enacts  that  a  debtor  commits  an  act  of 
bankruptcy  **  if  he  gives  notice  to  any  of  his  creditors  that 
he  has  supended,  or  is  about  to  suspend  payment  of  bds 
debts."  A  reasonable  meaning  must  be  put  upon  that 
paragraph,  and  therefore  where  a  person  sends  a  circular 
letter  to  his  creditors  asking  their  attendance  at  a  meeting, 
he  will  have  concocted  a  very  ingenious  letter  indeed,  if  it 
does  not  convey  to  them  that  he  is  about  to  suspend  pay- 
ment of  his  debts,  and  so  give  them  notice  of  an  Act  of 
Bankruptcy.  But  whether  it  does  or  not,  of  course  the 
proceedmgs  at  the  meeting  will  amount  to  an  Act  of  Bank- 
ruptcy, and  therefore  two  or  three  obstinate  creditors  will 
always  be  able  to  present  within  three  months  a  bankruptcy 
petition  against  the  debtor,  and  so  upset  the  management 
he  may  have  entered  into  with  the  remainder.  It  may  also 
turn  out  to  be  a  vety  serious  [thing  for  a  trustee  or  inspector 
to  be  appointed  under  the  deed  of  arrangement,  and  who 
with  notice  of  an  Act  of  Bankruptcy  pays  to  the  creditors  or 
tome  of  them,  moneys  that  come  mto  his  hands  as  such 
trustee  or  inspector.  Another  objection  to  these  arrange- 
ments or  compositions  outside  the  Bankruptcy  Act  is  this, 
that  creditors  will  have  no  sufficient  guarantee  that  the 
debtor  has  disolosed  all  his  assets,  or  in  other  words  thev 
will  not  be  able  to  have  him  examined  on  oath,  nor  wiU 
they  have  the  report  of  the  official  receiver  as  to  his  conduct 
or  the  history  of  nis  failure. 

There  being  at  least  these  disadvantages  connected  with 
private  arrangements  or  compositions,  let  us  consider  what 
advantages  there  are  in  filing  a  bankruptcy  petition  in  the 
court  where  it  is  not  desired  to  make  the  debtor  a  bankrupt. 

In  my  opinion,  section  eighteen,  which  is  applicable  to  a 
case  of  this  kind  is  one  of  the  most  beneficial  in  the  Act, 
both  to  the  debtor  and  to  the  creditors.    On  the  one  hand 


the  debtor  whose  failure  was  due  to  no  fault  or  misconduct 
of  his  own,  will  be  able  to  escape  the  stigma  of  bankruptcy, 
(a  receiving  order  only  being  made  against  him,  which  does 
not  divest  him  of  his  property,  but  merely  protects  it),  whilst 
the  creditors  on  the  other  hand,  wiU,  as  a  rule,  be  able  to 
obtain  larger  dividends,  as  the  inevitable  expenises  of 
administering  the  estate  in  bankruptcy  will  be  avoided,  as 
well  as  the  loss  which  would  occur  if  a  forced  sale  of  the 
bankrupt's  property  were  to  take  place.  Again,  both  the 
debtor  and  Uie  creditors,  if  there  is  the  proper  majority,  can 
bind  dissenting  creditors,  and  when  we  consider  that  the 
composition  or  scheme  of  arrangement  must  be  resolved 
upon  by  a  special  resolution  of  the  creditors,  and  confirmed 
by  a  resolution  passed  by  a  majority  in  number  representing 
three-fourths  in  value  of  all  the  creditors  who  have  proved, 
I  do  not  think  there  is  any  great  hardship  on  the  dissentients. 
There  is  another  great  advantage  which  these  compositions 
or  schemes  possess  which  renders  them  immeasureablj 
superior  to  the  compositions  under  section  126  by  the  Act  of 
1869.  Not  only  must  the  composition  or  scheme  be  passed 
by  the  proper  majorities  at  two  meetings  of  the  creditors, 
but  every  precaution  is  taken  to  prevent  the  creditors  from 
voting  in  the  daxk,  and  to  ensure  that  a  person  who  ought  to 
stand  in  the  dock  of  the  Old  Bailey  shall  not  be  "  white- 
washed '*  by  the  Banloruptcy  Court.  In  the  first  place,  the 
second  meeting  of  the  creditors  is  not  to  be  held  until  the 
public  examination  of  Uie  debtor  is  concluded.  This  must 
take  place  in  open  court ;  any  creditor  who  has  tendered  a 
proof,  or  his  representative  may  question  the  debu>r  con- 
cerning his  affairs  and  the  causes  of  his  failure ;  the  official 
receiver  is  bound  to  take  part  in  the  public  examination,  the 
court  may  put  such  questions  to  the  debtor  as  it  thinks  fit, 
and  a  reco^  of  the  examination  taken  on  oath,  will  be  kept 
on  the  file  for  the  inspection  of  the  creditors,  and  may,  when 
necessary,  be  used  against  the  debtors.  In  the  second  place, 
the  notice  convening  the  creditors  for  the  confirmatory 
meeting  must  be  accompanied  by  a  report  of  the  official 
receiver  on  the  proposed  composition  or  scheme  of  arrange- 
ment, Ln  the  thira  place,  the  composition  or  scheme  of 
arrangement  must  be  approved  by  the  court.  Now  contrast 
these  three  points  with  the  proceedings  under  the  Act  of 
1869.  In  composition  proceedings  under  that  Act  there  was 
no  public  examination  ;  the  only  opportunity  a  creditor  had 
to  examine  a  debtor  was  at  the  first  or  second  meeting, 
generally  held  at  the  offices  of  the  debtor's  solicitor  and 
presided  over  by  a  friendly  chairman.  There  under  many 
difficulties  and  with  many  interruptions  a  creditor  might 
conduct  such  examination  as  he  could  at  his  own  expense, 
bringing  a  shorthand  writer  if  he  chose.  Such  an  examina- 
tion was  very  inefficient,  and  was  also  objectionable,  in  this 
respect,  that  it  threw  upon  the  creditors  a  duty  which  ought 
to  have  been  performed  by  some  public  official.  Again  the 
report  of  the  official  receiver  confers  a  great  boon  on 
creditors ;  many  persons,  who,  when  a  failure  takes  place, 
do  not  think  it  worth  while  to  lose  their  valuable  time  by 
attending  meetings  of  creditors.  With  regard  to  the  third 
point,  I  have  before  pointed  out  that  the  court  had  nothing 
to  do  with  the  approval  of  a  composition  under  the  Act  of 
1869 ;  it  will  now  have  abundant  means  at  its  disposal  in 
order  to  arrive  at  a  conclusion  whether  it  should  sanction  or 
not  a  composition  or  scheme. 

I  have  dwelt  at  some  length  on  this  subject  of  composi- 
tions or  schemes,  following  close  on  a  receiving  order, 
because,  I  believe  they  will  be  in  most  cases  preferred  by  the 
debtor  and  the  creditors  where  the  failure  was  due  to  mis- 
fortune, and  no  imputation  of  fraud  is  made  against  the 
debtor. 

When  a  trustee  is  appointed  under  a  composition  or 
scheme,  the  sections  of  the  Act  relating  to  trustees  in  bank- 
ruptcy will  also  apply  to  him.  These  sections  {inter  alia) 
contain  very  stringent  provisions  as  to  the  remuneration  of 
trustees,  as  to  the  books  and  accounts  to  be  kept  by  them, 
the  payment  of  moneys  into  the  Bank  of  England,  the 
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audit  of  their  accounts  by  the  Board  of  Trade,  their 
remoTal,  release,  voting  powers,  and  the  control  which  may 
be  exercised  over  them  by  the  creditors,  the  Board  of  Tnde 
or  the  Court.  Again,  relating  to  proof  of  debts,  property 
available  for  payment  of  debts,  the  effect  of  bankruptcy  on 
antecedent  transactions,  and  the  realisation  anddistnbntion 
of  the  property,  are  applicable  so  far  as  the  nature  of  the  case 
and  the  tenns  of  the  composition  or  scheme  admit  to  the 
trustees,  who  may  be  appomted  under  it. 

The  court  has  power  to  enforce  a  composition  or  scheme, 
or,  if  for  any  reason  it  cannot  be  carried  out,  to  annul  it,  and 
adjudicate  the  debtor  a  bankrupt,  but  the  composition  or 
scheme  will  not  release  the  debtor  from  crown  debts,  or 
debts  incurred  bv  fraud,  or  fraudulent  breach  of  trust,  £rom 
which  he  would  not  be  released  by  a  discharge  in  bank- 
ruptcy, nor,  again,  will  it  release  a  co-debtor,  co-contractor, 
or  surety. 

If  the  debtor  has  no  composition  or  scheme  to  offer,  or  if 
the  creditors  do  not  accept  it,  or  pass  no  resolution,  or  resolve 
on  bankruptcy,  or  do  not  meet  at  all,  in  any  of  thesefcases, 
the  debtor  against  whom  a  receiving  order  has  been  made 
shall  be  adjudicated  bankrupt.  Though  the  Act  de- 
prives the  debtor  of  the  right  which  he  enjoyed  under  the 
Bankruptcy  Act  1869,  of  presenting  a  petition  for  liquidation 
by  arrangement  or  composition  with  creditors,  vet  he  has 
ample  opportunity  of  avoiding  the  stigma  of  bankruptcy,  as 
the  couit  in  the  first  instance  only  makes  a  receiving  ozder 
against  him  which  may  be  followed  either  by  a  composition 
or  scheme,  or  by  an  adjudication  in  bankruptcy,  ^^en  the 
severity  of  the  Act  towards  bankrupts  is  considered,  it  will 
be  admitted  that  great  hardship  would  have  been  caused  in 
many  cases  if  the  court  had  not  been  empowered  to  take 
this  preliminary  step  of  making  a  receiving  order.  Bimk- 
ruptcy  deprives  a  person  of  his  seat  in  the  House  of  Lords 
or  the  House  of  Commons  ;  disqualifies  him  from  acting  as 
Justice  of  the  Peace,  mayor,  alderman,  councillor,  guardian 
or  overseer  of  the  poor,  member  of  a  sanitary  authority, 
school  boar  1,  hi^way  board,  burial  board  or  select  vestry, 
until  the  bankruptcjy  is  annulled  or  the  bankrupt  gets  a  dis- 
chaige,  with  a  certificate  that  the  bankruptcy  was  caused 
by  misfortune. 

Now,  let  us  see  what  may  befall  a  debtor  against  whom  an 
adjudication  has  been  made.  Out  of  Bankruptcy  there  are 
two  doors,  a  composition  or  scheme  of  arrangement,  and  an 
order  of  discharge ;  compositions  or  schemes  after  adjudica- 
tion are  not  new,  provision  for  them  having  been  contained 
in  the  Act  of  1869.  Generally  speaking,  they  are  subject  to 
the  same  rules  and  attended  with  the  same  consequences 
as  those  that  are  accepted  before,  or  without,  adjudication. 
With  regard  to  the  order  of  discharge,  the  Act  of 
1883  contains  some  very  important  improvements 
on  that  of  1869.  Under  the  latter  Act  the  close  of  the 
bankruptcy  was  quite  a  different  theory  from  the  dischaige 
of  the  bankrupt ;  the  court  might  make  an  order  closing  the 
banki  uptcy,  when  all  the  property  of  the  bankrupt  had  be^i 
realized,  or  as  much  as  could  be  without  needlessly  protract- 
ing the  bankruptcy.  As  to  the  dischaige  of  the  bajikmpt,  he 
might  apply  for  it  after  the  close  of  the  bankruptcy,  or  before 
Uie  close,  if  the  creditors  gave  him  leave  to  do  so ;  but  the 
court  would  not  grant  the  discharge  except  one  of  the 
following  conditions  had  been  fulfilled,  viz. :  that  a  dividend 
of  10s.  in  the  £  had  been  paid,  (or  might  have  been  paid  but 
for  the  negligence  or  fraud  of  the  trustee)  or  that  the  creditors 
had  passed  a  special  resolution  that  the  bankruptcy  or  the 
failure  to  pay  lOs.  in  the  £  had  arisen  from  circumstances  for 
which  the  bankrupt  could  not  be  held  responsible,  and  that 
they  wished  him  to  have  his  discharge.  And  the  court 
mioht  suspend  or  withhold  the  discharge  in  two  cases.  (1)  if 
he  had  not  given  up  all  his  property  to  his  creditors ;  (2)  if  a 
prosecution  had  been  commenced  against  him  as  a 
fraudulent  debtor  under  the  Debtors  Act,  1869.  Further, 
with,  regard  to  the  status  of  an  undischatged  bankrupt,  no 
portion  of  a  provable  debt  oould  be  ttiloxoed  iftuzist  bim  for 


3  years,  during  which  period  by  paying  up  to  10s.  in  the  £  he 
might  obtain  his  dischazge.  When  those  3  years  expired  the 
Act  allowed  a  creditor  to  enforce  against  an  undischarged 
bankrupt  pavment  of  any  unpaid  bfluance  of  a  debt  which  he 
had  proved,  but  unfortunately  for  him  there  was  nothing  to 
prevent  the  bankrupt  from,  carrying  on  hii  business  in  the 
meantime,  and  the  creditors*  right  to  enforce  payment  of  this 
balance  could  onlv  be  exercised  with  the  sanction  of  the 
court,  which  would  only  be  granted  subject  to  the  rights 
of  any  fresh  creditors.  The  consequence  of  this  vezy 
unsatfflfactoiy  state  of  the  law  was  that  it  was  a  matter  of 
perfect  indifference  to  many  bankrupts  whether  they  obtained 
their  discharge  or  not.  During  1881  only  106  out  of  5,207 
bankrupts  applied  for  their  discharge,  and  even  of  those  who 
were  entitled  to  their  dischaige  only  one -third  had  applied 
for  it.  Now  if  an  undischarged  banlmipt  obtains  credit  to  the 
extent  of  £20  from  any  person,  without  informing  him  that 
he  is  an  undischarged  bankrupt,  he  may  be  convicted  of  a 
misdemeanour,  and  sentenced  to  2  years'  imprisonment. 
Whilst  the  Act  renders  it  of  the  utmost  importance  for  a 
man  to  obtain  his  discharge  (at  all  events  where  he  means  to 
go  into  business  again)  it  at  the  same  time  turns  great 
obstacles  in  the  way  of  his  obtaining  it.  If,  indeed,  the 
bankiupt  has  committed  the  misdemeanour  just  mentioned, 
or  any  of  those  contained  in  the  Debtors'  Act  1869,  the 
court  is  bound  to  refuse  the  discharge.  Again  the  court  may 
refuse  or  suspend  the  dischaige,  or  only  grant  it  subject  to 
conditions  on  proof  of  any  of  the  facts  set  forth  in  sec.  28, 
sub-sec.  3  of  the  Act. 

Another  section  gives  to  the  Court  a  similar  discretion 
where  the  bankrupt  has  executed  an  ante-nuptial  settlement 
on  his  wife  or  family  with  intent  to  defeat  or  delay  his 
creditors,  or  which  was  unjustifiable,  considering  his  position 
at  the  time  it  was  made. 

But  there  are  still  further  tezrors  for  the  dishonest  debtor. 
When  the  trustee  or  the  Officiai  Receiver  reports  that  the 
debtor  has  been  guilty  of  an  offence  under  the  Debtors'  Act, 
or  the  Bankruptcy  Act,  the  Court  has  all  the  powers  of  a 
stipendiary  magistrate  to  take  depositions,  and  commit  the 
debtor  for  trial,  and  the  public  prosecutor  will  be  bound  ta 
institute  and  carry  on  the  piosecution. 

Justice  will  thus  overtake  rapidly  and  sujrely  the  fraudulent 
debtor,  and  it  will  be  no  defence  for  him  to  say  that  he  has 
got  his  dischaige,  or  that  the  Court  has  approved  a  composi- 
tion or  scheme. 

Let  me  now  call  your  attention  to  one  or  two  other  points 
which  are  distinct  novelties  in  our  Bankruptcy  Law.  The 
poorer  class  of  debtors  (those  whose  indebtedness  did  not 
exceed  £50)  formerly  couldnotget  relieved  from  their  liabilities 
except  by  payment  in  full,  though  the  court  might  order  that 
payment  be  made  by  instalments.  It  must  be  admitted  that 
if  a  large  debtor  can  get  relief  from  his  debts  in  a  Court  of 
Bankruptcy,  it  is  unreasonable  to  deprive  poor  men  of  a 
similar  privilege,  and  the  section  which  enables  the  court  to 
make  an  administration  order  on  the  application  of  a  judg- 
ment debtor,  whose  indebtedness  does  not  exceed  £50,  is  one 
that  no  person  can  fairly  object  to.  It  will  of  course  depend 
on  the  conduct,  character,  and  means,  of  the  debtor,  whether 
the  court  will  order  his  debts  to  be  paid  in  full,  in  part,  at 
once,  or  by  instalments.  You  must  remember,  too,  that  the 
power  of  the  court  to  commit  under  sec.  5.  of  the  Debtors' 
Act  is  not  taken  away,  and  the  court  may,  instead  of  making 
an  administration  order,  send  the  debtor  to  prison  if  it  is 
shewn  that  he  has  or  has,  had  since  the  date  of  the  judgnient, 
the  means  of  paying  the  judgment  debt,  and  has  not  paid  it. 
It  has  been  said  that  the  administration  order  section  will 
rather  injure  those  it  was  intended  to  benefit,  as  shopkeepers 
and  others  will  refuse  to  give  them  credit.  If  the  effect  of 
the  section  will  be  to  do  away  with  credit  to  a  large  extent, 
and  substitute  for  it  ready  money  transactions,  thereby 
encouraging  habits  of  providence,  so  much  the  better,  both 
for  the  working  classes  and  their  customers.  But  credit, 
w«  may  be  sore,  will  still  be  given,  and  if  a  amall  debtor 
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becomes  insolvent  it  is  much  better  for  his  creditors  that  he 
should  be  ordered  to  pay  them  a  proportion  of  their  debt$ 
than  that  one  or  two  of  them  should  receive  payment  in  full 
by  instalments,  or  that  he  should  be  sent  to  prison.  In  the 
meantime  the  debtor  will  still  be  able  to  go  on  earning  his  wages; 
and  the  judge,  when  determining  the  amount  of  the 
periodical  instalments  to  be  applied  to  the  old  debts  will,  no 
doubt,  take  care  that  enough  is  left  to  the  debtor  to  buy,  for 
ready  money  the  necessaries  of  life.  It  is  well  provided  too, 
that  if  he  should,  during  the  course  of  the  administration, 
have  property  beyond  the  value  of  £10,  execution  may  be 
levied  on  his  goods,  but  the  breaking  up  of  his  home — ^so 
often  the  step  in  the  downward  career  of  the  poor  man — 
will  be  avoided,  and  his  furniture,  clothing,  and  tools,  to  the 
value  of  £90,  are  protected  from  seizure. 

Another  novelty  is  the  provision  for  the  administration  in 
bankruptcy  of  the  estates  of  persoAs  who  die  insolvent.  The 
propriety  of  assigning  to  the  oankruptcy  branch  of  the  court 
the  administration  of  all  insolvent  estates,  whether  the  debtor 
is  alive  or  not,  cannot,  I  think,  be  questioned.  Besides,  this 
provision  of  the  Act  will,  no  doubt,  bring  in  yearly  a  con- 
siderable sum  to  the  credit  of  the  "  Bankruptcy  Estates 
Account,"  and  so,  perhaps,  eventually  help  to  induce  the 
proper  authorities  to  make  some  modification  in  the  existing 
scale  of  fees  and  percentages,  which  are  by  many  persons 
considered  too  high. 

Another  praiseworthy  attempt  at  reform  is  the  provision  as 
to  small  bankruptcies,  where  tne  property  does  not  exceed 
£300.  Under  tbe  late  Act,  the  creditors  in  such  cases  got 
next  to  nothing,  the  assets  being  swallowed  up  in  expenses 
and  costs.  Now,  however,  the  official  receiver  is  to  be  the 
trustee  (unless  the  creditors  by  special  repolution  appoint  a 
trustee  of  their  own),  there  is  to  be  no  Committee  of  Inspec- 
tion, no  advertisement  in  local  papers,  no  jury,  no  appeal 
without  leave,  no  necessity  to  apply  to  the  court  for  l^ave  to 
disclaim  leaseholds  which  the  bankrupt  has  not  assigned, 
sublet,  or  charged ;  there  is  to  be  only  one  meeting  of  creditors 
^except  where  a  composition  or  scheme  is  to  be  con- 
nrmed),  and  the  estate  is  to  be  realized  with  all  reasonable 
dispatch,  and  if  possible,  distributed  in  a  single  dividend. 
Gazette  notices  cost  8s.  4d.  instead  of  lOs.,  and  lastly,  a 
lower  scale  of  solicitor's  cost  is  to  be  allowed,  viz. :  three- 
fifths  of  the  ordinary  scale.  It  is,  however,  I  believe,  in  re- 
spect of  these  small  bankruptcies  that  a  hitch  has  occurred 
in  the  working  of  the  Act.  No  doubt  to  prevent  the  abuse 
of  the  process  of  the  Bankruptcy  Court,  the  petitioning 
creditor  ought  to  be  obliged  to  mcbke  some  deposit  as  a 
guarantee  of  good  faith,  but  I  think  where  the  estate  is  likely 
to  be  small,  he  is  too  heavily  taxed  by  having  to  pay  £5, 
for  stamp  duty,  and  £5  and  such  further  sum  as  the  court 
may  order,  as  a  dej)Osit  to  cover  the  fees  and  expenses  of  the 
official  receiver — all  this,  be  it  remembered,  in  addition  to 
the  sum  which  his  own  solicitor  will  naturally  ask  to  be 
deposited  with  him  for  his  expenses  out  of  pocket,  Sco. 
No  doubt  one  of  thQ  rules  provides  for  the  payment  to 
the  petitioning  creditor  of  his  taxed  cost,  but  the  duty 
on  the  assets  realized,  the  expenses  of  realizing  them, 
the  fees  payable  for  business  done  by  any  officer  of  the 
court,  and  the  remuneration  of  the  special  manager 
(if  any),  must  be  provided  for.  Under  the  Act  of, 
1869,  solicitors  acting  for  petitioning  creditors,  did  not 
frighten  them  by  making  too  large  a  demand  on  them  in  the 
first  instance  to  secure  their  costs,  because  imder  that  Act 
they  were  pedd  out  of  the  estate  on  a  most  liberal  scale  for 
doing  a  great  deal  of  routine  work  which  is  now  done  by  the 
official  receiver. 

When  the  present  Act  comes  to  be  thoroughly  understood 
I  believe  the  real  facts  will  be  these  :  The  fees  payable  are,  on 
the  whole,  much  the  same  as  under  the  Act  of  1879, 
but  for  them,  a  great  deal  of  work  is  now  done  by  the 
official  receiver  which  was  formerly  done  by  solicitors 
and  charged  on  the  estate.  The  new  system  will  be  bene- 
ficial to  the  creditors  by  relieving  the  estate  from  the 


solicitor's  bills  of  costs  for  such  work,  by  the  thorough 
investigation  which  the  official  receiver  will  make  into  the 
debtor's  affairs,  and  by  the  effective  control  which  will  be 
exercised  over  the  trustee  and  others,  who  are  concerned  in 
the  administration  of  the  estate. 

Under  the  new  Act  the  distinctions  between  traders  and 
non-traders,  has  been  almost  obliterated. 

Seizure  and  sale  of  a  debtor's  goods  under  an  execution 
for  any  amount,  is  now  an  act  of  bankruptcy.  So  is  a 
notice  that  a  debtor  has  suspended,  or  is  about  to  suspend, 
payment.  So  also,  is  a  fraudulent  preference,  and  the  pro- 
tection given  by  the  Act  of  1869  to  the  creditor  who  did  not 
know  that  he  was  fraudulently  preferred,  is  now  taken 
away. 

Again,  you  can  no  longer  compel  a  man  to  commit  an  act 
of  bankruptcy  by  serving  on  him  a  debtor's  summons  which 
he  will  fail  to  comply  with,  but  instead  thereof,  you  must 
first  obtain  judgment  against  him  and  then  serve  on  him  a 
bankruptcy  notice.  Now  I  am  not  sure  that  this  change  is 
to  be  considered  an  entirely  beneficial  one.  No  doubt  the 
procedure  by  debtor's  summonses  was  very  often  expensive, 
especially  where  the  registrar  stayed  the  proceedings  until 
the  debtors  liability  was  determined  in  an  action,  but  the 
debtor's  summons  process  gave  the  creditors  this  great 
advantage,  that  the  court  was  enabled  by  the  Absc^onding 
Debtor's  Act,  1870,  to  order  the  arrest  of  a  debtor,  if  after  a 
debtor's  summons  had  been  granted,  and  before  a  petition  in 
bankruptcy  could  be  presented  against  him,  it  appeared  he 
was  about  to  go  abrocid  with  a  view  of  avoiding  payment  of 
the  debt,  service  of  a  petition  of  bankruptcy  or  otherwise 
avoiding  or  delaying  proceedings  in  bankniptcy.  That  Act 
has  now  been  repealed,  and  section  25  of  the  Bankruptcy 
Act,  1888,  does  not  provide  for  the  arrest  of  a  debtor  who  is 
about  to  abscond,  until  a  bankruptcy  notice  has  been  issued. 
That  of  course  must  be  preceded  by  a  judgment,  but  before 
the  creditor  has  been  able  to  obtain  judgment  the  debtor 
may  have  left  the  country  sind  carried  the  bulk  of  his  assets 
with  him. 

Another  questionable  change  is  the  abridgement  of  the 
trustee's  title,  which  now.  only  relates  back  to  the  earliest 
act  of  bankruptcy  committed  within  three  months  of  the 
presentation  of  the  petition. 

A  great  improvement  has  however  taken  place  in  the  law 
with  respect  to  execution  creditors.  By  the  late  Act,  if  the 
sheriff  seized  under  a  writ  of  fi  fa  the  debtor's  goods  on 
behalf  of  an  exection  creditor,  before  the  debtor  had  com- 
mitted an  act  of  bankruptcy,  the  execution  creditor  became 
a  secured  creditor,  and  was  entitled  to  be  paid  out  of  the 
proceeds  of  the  execution,  unless  the  debtor  was  a  trader 
and  the  execution  was  for  a  sum  exceeding  £50,  in  which  case 
the  execution  creditor  might  be  defeated,  if  the  sheriff 
within  fourteen  days  received  notice  of  the  presentation  of  a 
petition  against  the  debtor.  But  the  execution  creditor 
might  avoid  all  risk  by  procuring  the  goods  to  be  seized 
under  a  writ  of  elegit  and  not  a  fi  fa.  All  this  is  now 
changed.  In  the  first  place,  unless  the  execution  creditor 
has  followed  up  the  seizure  by  a  sale  before  the  date  of  the 
receiving  order,  and  before  notice  of  the  presentation  of  a 
bankruptcy  petition,  or  of  the  commission  of  an  available 
act  of  bankruptcy  by  the  debtor,  he  will  not  be  entitled  to 
retain  the  benefit  of  the  execution.  Secondly,  an  execution 
creditor  is  no  longer  entitled  to  have  goods  seized  under  a 
writ  of  eUffit.  Thirdly,  if  the  goods  of  a  debtor  are  sold 
under  an  execution  in  respect  of  a  judgment,  exceeding  £20, 
the  sheriff  must  hold  the  proceeds  in  his  hand  for  fourteen 
days,  to  see  if  any  bankruptcy  petition  is  presented  by  or 
against  the  debtor,  and  to  pay  them  to  the  trustee  if  any 
shall  be  appointed ;  and  Lastly,  when  the  sheriff  sells  goods 
under  an  execution  for  a  sum  exceeding  £20,  the  sale  must 
in  all  cases  be  by  public  auction,  except  by  special  leave  of 
the  court. 

Another  attempt  to  remedy  a  great  abuse  will  be  found  in 
the  rules  relating  to  proxies,  which  will  go  far  to  protect  tbA 
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creditors  from  those  who  would  only  Tote  against  their 
interest.  There  are  under  the  Act  two  kinds  of  proxies,* 
general  and  special.  A  creditor  can  give  a  general  proxy  to 
the  official  receiver  (who  of  course  will  vote  in  the  interest 
of  all  the  creditors),  or  he  may  give  a  general  proxy  to  his 
manager  or  clerk  or  some  person  in  his' regular  employment, 
and  the  proxy  must  state  in  what  relation  to  nim  such 
person  stands.  But  a  creditor  cannot  give  a  general  proxy 
to  a  stranger,  and  though  he  may  give  him  a  special  proxy, 
yet  he  can  only  do  so  wher^  it  is  for  a  special  meeting,  to 
vote  for  or  against  a  specific  resolution  or  for  or  against  a 
specified  person  as  trustee  or  committee  man. 

A  person  may  vote  for  himself  as  trustee,  if  he  has  a 
special  proxy  for  that  purpose,  but  the  court  has  power  to 
deprive  nim  of  his  remuneration,  if  any  solicitation  has  been 
used  by  or  on  his  behalf  in  obtaining  proxies,  or  in  procuring 
the  trusteeship,  and  further,  no  holder  of  a  general  proxy 
can  vote  in  favour  of  any  resolution  which  would  place 
himself,  his  partner,  or  employer,  in  a  position  to  receive 
any  remuneration  out  of  the  estate.  Lastly,  a  proxy  cannot 
be  used  unless  it  is  deposited  with  the  Official  Receiver  or 
trustee,  not  later  than  the  day  before  the  meeting  at  which 
it  is  to  be  used. 

With  regard  to  the  position  of  a  secured  creditor,  the  Act 
contains  important  changes  to  his  advantage.  Under  the 
old  law,  a  secured  creditor  before  being  allowed  to  prove  or 
vote,  was  obliged  if  he  had  not  realised  his  security,  to  put 
a  value  on  it.  If  he  undervalued  it,  the  trustee  might  at 
any  time  before  realization  redeem  it  at  the  assessed  value, 
and  if  the  creditor  realized  it,  the  trustee  might  claim  any 
surplus  received  beyond  the  assessed  value,  he  could  not 
increase  his  proof.  Under  the  present  rules,  the  trustee 
must  make  up  his  mind  within  six  months  after  a  notice 
from  the  creditor,  whether  he  will  redeem  the  security  or 
not.  Where  a  creditor  has  valued  his  security  he  may 
amend  his  valuation  on  showing  that  it  was  made  in  a  mis- 
taken estimate,  or  that  since  the  valuation,  the  security  has 
increased  or  dimished  in  value  ;  and  where  it  is  realized,  the 
net  amount  received  is  to  be  treated  as  an  amended  valua- 
tion, and  to  be  substituted  for  theWaluation  previously  made 
by  the  creditor. 

I  have  now  touched  lightly  on  the  more  important  pro- 
visions of  the  new  Act.  It  certainly  is  an  honest  attempt 
to  remove  some  of  the  blots  that  existed  under  the  Act  of 
I8G9,  and  that  it  has  already  to  a  certain  extent  been 
successful,  is  shown  by  the  fact  that  at  present  the  weekly 
failures  are  nearly  200  less  than  they  were  this  time  last 
year.  It  will  also  be  worked  with  this  advantage,  that 
your  Institute  will  be  able  to  supply  any  number  of  gentle- 
men of  high  education  and  character,  fit  for  the  office  of 
trustee  or  official  receiver,  and  that  the  ignorant  and  dis- 
honest imposters  who  dubbed  themselves  *' accountants," 
and  brought  discredit  on  your  profession,  will  soon  be  heard 
of  no  more. 
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On  the  25th  instant,  an  interesting  and  instructive 
lecture  on  this  subject  was  delivered  by  Frederick  Whinney, 
Esq.,  Jun.,  Barrister-at-Law. 

Mr.  T.  A.  Welton,  F.C.A.,  (Chairman),  introduced  the 
lecturer. 

Mr.  Whinney  referring  to  the  difficulties  which  students 
experienced  in  studying  the  Various   technical   and   un- 


interesting books  on  executorship  AccouiAts,  remarked  that 
he  had  prepared  his  lecture  for  the  use  of  those  gentlemen 
who  were  entering  for  examination.  He  then  proceeded 
with  his  lecture  as  follows : — 

In  the  discharge  of  your  professional  duties  as  ac- 
countants, you  may  be  called  upon  in  various  ways  to  deal 
with  the  accounts  of  Executors  in  connection  with  an  action 
to  administer  the  estate  of  the  deceased. 

Under  order  55,  rule  19,  of  the  present  rules  of  court, 
accountants  may  now  be  called  in  by  the  judge  to  assist  in 
taking  the  accounts  of  an  estate,  and  to  give  their  certificate 
as  to  them  upon  which  certificate  the  judge  may  act.  In 
order  to  give  a  proper  certificate,  an  accountant  would 
require  to  know  very  thoroughly  the  principles  upon  which 
such  accounts  are  taken  by  the  Court,  and  a  knowledge  of 
these  principles  would  also  bo  found  very  useful,  cither  in 
preparing  the  draft  accounts  to  be  taken  in  by  the  parties, 
or  in  advising  other  parties  upon  the  accounts  so  taken  in. 
It  is  not,  therefore,  surprising,  if,  in  qualifying  for  your 
profession  you  should  be  required  to  know  something  both 
of  the  practice  of  taking  such  accounts,  also  of  the  principles 
upon  which  they  ought  to  be  framed.  So  ^ar  as  regards  the 
practice  of  taking  accounts  in  the  Chancery  Division  of  the 
High  Court,  no  great  difficulty  is  presented  to  the  student  or 
the  practitioner,  as  it  is  a  matter  of  every-day  occurrence, 
and  carried  out  according  to  certain  forms,  which,  having 
been  in  use  for  generations,  are  exceedingly  simple  in  their 
character,  and  are  thoroughly  well-known  and  understood, 
and  in  which,  in  some  cases,  are  prescribed  by  the  rules  of 
Court  themselves.  The  difficulties  arise  when,  as  frequently 
happens,  in  the  complexity  of  men*s  affairs,  particular  items 
rather  out  of  the  ordinary  course  have  to  be  dealt  with  upon 
questions  of  principle,  as  to  which  it  will  be  found  that  the 
law  on  the  subject  is  rather  an  accumulation  cf  decisions 
upon  particulars,  from  which  general  principles  can  only  be 
extracted  with  a  considerable  amount  of  labour.  1  have, 
however,  endeavoured  to  extract  some  such  general  principles 
from  them  to  which  your  attention  will  be  directed  later  in 
the  lecture. 

Dealing  in  the  first  place  with  the  practice  of  rendeiing 
accounts  to  the  Court,  it  is  laid  down  by  the  rules  that 
executors  must  furnish  them  in  the  following  shapes. 

A. — ^A  schedule  of  all  the  personal  estate  left  by  the 
deceased. 

B. — ^An  account   of  receipts  and  disbursements  in 
reference  thereto. 

C. — A  schedule  of  the  personal  estate  left  outstanding 
at  the  date  ol  the  accounts. 

D. — A  schedule  of  the  real  estate  left  by  the  testator 
giving  short  particulars  thereof. 

E. — A  schedule  of  the  incumbrances  (if  any)  on  the 
real  estate. 

F. — An  account  of  receipts    and    disbursements  in 
reference  to  such  real  estate, 
all  which    schedules  and    accounts  must  bo  verified    by 
affidavit. 

These  accounts  will,  if  the  necessary  distinction  is  made 
in  them  between  amounts  received  on  account  of  capital  and 
on  account  of  income,  respectively  give  all  the  information 
necessary  for  the  purpose  of  winding-up  the  estate.  For 
instance,  supposing  a  testator  to  leave  a  sum  of  bank  stock 
which  the  executor  afterwards  sells,  and  the  proceeds  of 
which  he  invests  in  purchasing  a  sum  of  three  per  cent, 
consols,  the  bank  stock  will  appear  in  schedule  A,  the 
proceeds  of  the  sale  on  the  debit  side  of  the  cash  account  B. 
The  cost  of  the  consols  on  the  credit  side,  and  the  amount  of 
the  consols,  will  form  an  item  in  the  schedule  C  of  assets 
outstanding.  The  attention  of  an  accountant  must,  of 
course,  be  principally  directed  to  the  accounts  containing 
the  receipts  and  ^sbursements,  but  he  will  find  it  necessary 
to  refer  to  the  schedules  A  and  C  for  the  purpose  of  checking 
such  accounts  in  reference  to  the  personal  estate,  and  to  the 
schedules  D  and  E  in  reference  to  real  estate. 
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The  form  of  cash  account  B  is  prescribed  by  the  new  rules 
of  Court,  and  will  be  found  to  be  form  11  of  appendix  L  to 
such  rules.  The  items  on  each  side  of  the  account  are  to  be 
chronologically  arranged  and  numbered,  the  items  of  debit 
to  form  a  distinct  series  to  the  items  of  credit. 

When  the  account  has  been  brought  in,  any  party  who  is 
dissatisfied  with  it,  may  enter  into  evidence,  to  shew  that 
the  accounting  party  has  received  more  than  he  has  admitted 
by  his  account,  and  in  the  same  way  the  items  of  disburse- 
ment have  to  be  proved  by  the  accounting  party,  those  over 
408.  by  the  production  of  the  vouchers,  and  those  under  that 
amount  by  the  oath  of  the  accounting  party  giving  full 

Particulars.  No  item  for  general  expenses  will,  in  any  event, 
e  allowed.  The  vouching  of  such  items  is,  however,  only 
evidence  that  those  amoimts  have  been  actually  paid,  and 
any  party  may  apply  for  the  disallowance  of  any  of  such 
items  upon  the  ground  that  they  were  not  proper 
disbursements. 

In  taking  an  account,  no  balance  is  in  general  struck 
until  aU  the  receipts  and  payments  have  been  gone  through, 
and  no  rest  can  oe  made  unless  directed  by  the  decree, 
although  simple  interest  may  be  charged  in  a  proper  case 
without  any  such  directions  in  the  decree. 

Where  an  account  is  directed  to  be  taken  and  with  rests, 
as  against  an  accounting  party,  a  balance  must  be  struck  at 
each  rest  which  the  decree  requires  to  be  made,  by  deducting 
the  amounts  of  the  payments  from  the  amount  of  receipts 
up  to  that  time.  Interest  at  the  rate  ordered  is  then 
calculated  on  the  balances  and  carried  into  the  next 
account  so  as  to  charge  the  accounting  party  with  com- 
pound interest. 

As  far  as  I  can  gather  from  a  consideration  of  the  cases, 
interest  would  not  be  allowed  at  any  rest  upon  a  balance  in 
favour  of  the  accounting  party,  for,  except  by  the  direct 
terms  of  the  decree,  the  ordinary  form  of  wnich  only  directs 
the  account  to  be  taken  as  against  the  accounting  party  with 
rests,  interest  can  only  be  oJlowed  upon  the  final  balance 
ascertained  in  taking  the  whole  account,  because  it  is  only 
then  that  it  appears  that  the  executors  have  not  a  balance 
in  their  hands. 

It  will  be  seen,  therefore,  from  this  short  consideration  of 
the  mode  of  taking  accounts,  that  it  is  of  the  utmost 
importance  to  know  upon  what  principles. an  executor  will 
bo  charged  with,  or  allowed  any  particular  items  in  taking 
the  accounts,  and  whether  in  any  case  he  will  be  charged  or 
allowed  interest,  and  if  so  at  what  rate  and  upon  what 
terms,  and  whilst  in  ordinary  case?  it  will  of  course  be  easy 
to  distinguish  between  receipts  in  respect  of  capital  and  of 
income,  it  may  become  necessary  sometimes  to  make  dis- 
tinctions between  capital  and  income  in  respect  of  amounts 
which  do  not  obviously  belong  to  either,  and  therefore  it  is 
most  important  to  know  how  apportionments  are  made,  and 
also  what  payments  to  tenants  for  life  an  executor  will 
be  allowed  as  being  property  made  in  respect  of  income. 

In  the  succeeding  remarks  it  will  be  seen  that  I  speak  of 
executors  and  trustees  as  if  they  were  interchangeable 
terms,  but  that  is  not  really  so  ;  executors  have  well 
defined  duties  to  perform  in  the  administration  of  an  estate, 
and  are  liable  for  the  performance  of  those  duties,  but  so  far 
as  they  hold  funds  on  behalf  of  other  persons,  they  are 
trustees  and  liable  to  the  ordinary  rules  governing  trustees 
in  such  cases. 

Let  us,  therefore,  consider  in  the  first  place,  what  are  the 
executors'  duties  in  regard  to  collecting  and  getting  in  the 
assets  of  the  testator,  and  with  what  amounts  he  will  be 
charged  in  respect  thereof. 

The  general  rule  is,  that  an  executor  will  firstly  be 
charged  with  all  assets  that  belonged  to  the  testator  at  the 
time  of  his  death,  and  that  have  come  to  his — the  executor's — 
hands,  or  as  it  is  otherwise  put  "  all  those  goods  and 
chattels,  actions,  and  commodities,  which  were  of  the 
deceased  in  right  of  action  and  possession  as  his  own,  and 
EQ  continued  to  the  time  of  his  death,  and  which  after  his 


death  the  executor  or  administrator  doth  get  into  his  hands 
as  duly  belonging  to  him  in  the  right  of  his  executorship  or 
administratorship,  shall  be  said  to  be  assets  in  the  hands 
of  the  executor  or  administrator  to  make  him  chargeable  to 
a  creditor  or  legatee."  This,  however,  though  it  was  formerly 
the  strict  rule  of  law,  does  not  express  qmte  accmrately  an 
executor's  liability  in  an  administration  action,  for  he  will 
not  be  charged  with  the  assets  themselves  existing 
at  the  death  of  the  testator,  but  only  with  the 
amount  which  they  ou^t  to  have  produced  for  the 
estate,  at  the  date  at  which  it  is  his  duty  to  account  for 
them,  viz.,  at  the  lapse  of  a  year  from  tne  death  of  the 
testator.  All  the  assets  themselves  must  of  course  find  a 
place  in  the  schedule  A.  in  order  that  the  Court  may  be  able 
to  ascertain  with  what  amounts  he  ought  to  be  charged 
according  to  the  above  principle,  and  the  cash  account  B 
and  the  schedule  G  ought,  between  them,  to  account  for  the 

Eroceeds  of  all  the  assets  in  schedule  A,  either  as  having 
een  properly  paid  away  by  the  executor  in  the  course  of 
administration,  or  as  existing  for  the  benefit  of  the  estate 
in  a  proper  and  authorised  permanent  state  of  invest- 
ment. 

Besides  the  assets,  however,  which  belonged  to  the 
testator  at  the  time  of  his  death,  the  executor  will  also  be 
charged  in  his  accounts,  with  all  property  which  comes  to 
his  hands  by  virtue  of  his  executorship,  even  although  it 
never  in  fact  belonged  to  the  testator,  such,  for  instance,  as 
moneys  which  beceune  due  to  the  testator  or  his  executors 
after  the  date  of  his  death,  either  upon  a  contract,  or  by 
way  of  damages,  chattels  accruing  to  uie«  executor  by  way 
of  remainder  after  the  life  interest  of  the  testator,  or  of  any 
other  person  who  dies  after  him,  and  all  natural  increase  or 
profits  accruing  on  the  property,  or  made  by  the  executor  by 
the  use  of  such  property,  either  in  carrying  on  the  testator's 
trade  or  otherwise,  even  although  carried  on  in  pursuance 
of  a  provision  in  the  will  or  in  the  testator's  articles  of 
partnership,  and  even  although  none  of  the  testator's  assots 
DC  employed  in  such  trade,  or  out  of  his  office,  or  through 
any  consideration  or  influence  derived  from  it  as,  e.g.t  the 
renewal  of  a  lease  of  the  testator  for  the  executor,  will  not 
be  allowed  to  make  any  profit  for  himself,  but  must  account 
for  it  all,  for  the  benefit  of  the  estate  ;  therefore,  if  he  com- 
pounds debts  or  mortgages,  or  buys  them  for  less  than  the 
nominal  amount,  it  is  for  the  general  benefit  of  the  estate, 
or  if  he  purchase  either  directly  or  indirectly  any  part  of  the 
estate,  it  cannot  be  allowed,  and  he  must  account  for  every 
advantage  of  any  sort  or  kind  that  accrued  to  him  out  of  it. 
An  executor  will  be  charged  with  all  such  assets,  no  matter 
in  what  port  of  the  world  they  may  be,  if  only  they  have 
come  to  his  hands. 

It  is  important  to  remember  that  the  phrase  "  come  to 
his  hands  "  has  a  technical  meaning,  and  does  not  only 
include  those  of  which  he  in  fact  possesses  himself,  but  that 
assets  will  be  deemed  to  have  come  to  the  hands  of  the 
executor,  and  therefore  charged  against  him,  so  far  as  they 
are  actually  received  by  him  or  by  anyone  on  his  behalf,  or 
might  but  for  the  neglect  or  default  of  himself  or  his  agent, 
have  been  received,  for  all  the  assets  in  England  vest  in  him 
upon  probate  by  virtue  of  his  office,  i.e.,  he  thereby  becomes 
in  the  eye  of  the  law,  the  absolute  owner  of  them  as  much 
as  the  testator  himself,  and  therefore  entitled  to  recover 
them  by  all  lawful  means,  subject  to  this  difference,  that  as 
he  becomes  the  owner  subject  to  the  rights  of  others  for 
whom  he  is  trustee,  he  is  not  at  liberty  to  waive  his  rights  to 
them  as  the  testator  might  have  done ;  but  Courts  of  Equity 
having  taken  a  lenient  view  of  his  duties  have  held,  that  for 
the  purposes  of  his  accountability  towards  the  various 
persons  interested,  he  stands  only  in  the  condition  of  a 
gratuitous  bailee  and  is  therefore  not  to  be  charged  vrithout . 
some  personal  default,  but  this  doctrine  only  applies  to 
those  assets  which  are  in  fact  in  his  hands  or  in  those  of  his 
agents,  and  as  will  be  afterwards  seen,  does  not  apply  so  as 
to  excuse  negligence  in  taking  steps  for  the  preservation  and 
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collection  of  assets  actually  outstanding. 

The  assets  in  all  other  parts  of  the  world  will  also  vest  in 
him  or  his  representative,  upon  complying  with  the 
necessary  fomuJities,  to  constitute  himself  the  legal  per- 
sonal representative  of  the  testator  in  the  countries  in 
which  they  are  situated,  and  as  hy  the  comity  of  nations  an 
executor  properly  constituted  at  Uie  domicile  of  the  testator 
is  allowed  to  qualify  himself,  as  of  course  in  every  other 
county  he  will  he  held  Uable  for  the  whole  of  such  assets, 
or  at  any  rate  for  such  part  of  them  as  by  the  law  of  that 
country,  he  will  be  enabled  to  get  by  virtue  of  his  office  and 
to  bring  away  with  him. 

An  executor  when  once  the  assets  have  technically  come 
to  his  hands,  is  entitled  in  proceeding  to  collect  and  get 
them  in,  to  deal  with  them  in  the  same  way  as  an  ordinary 
prudent  man  of  business  would  deal  with  them,  and  he  may 
therefore,  where  it  is  necessary  or  where  the  ordinary  usage 
and  custom  of  mankind  in  such  matters  allows  it,  leave 
such  assets  in  the  hands  of  others,  as  for  instance,  by  open- 
ing a  banking  account,  or  leaving  them  with  or  transferring 
them  to  an  agent  for  any  proper  purpose,  or  by  the  employ- 
ment of  such  agents  as  auctioneers,  stockbrokers,  &c.,  m 
the  selling  in  and  realization  of  the  estate  as  would  be 
employed  bv  any  ordinary  man  of  business,  and  in  any  such 
cases  he  will  not  be  held  responsible  for  the  default  of  his 
agents,  thus,  e.g.t  he  would  not  be  held  liable  for  loss  sns- 
t^ned  through  the  failure  of  a  banker  with  whom  he  had 
deposited  moneys  belonging  to  the  estate,  unless  the^  were 
moneys  which  he  ought  to  have  otherwise  dealt  with,  or 
unless  he  kept  a  larger  amount  there  or  kept  it  for  a  longer 
time  than  was  reasonable  or  necessary. 

The  general  doctrine  as  to  the  extent  of  the  liability  of  an 
executor  for  negligence  in  his  dealings,  is  very  ably  laid 
down  in  the  case  of  Glough  and  Bond  by  Lord 
Cottenham,  which  is  cited  at  page  1,826  of  Williams. 

Having  thus  considered  what  are  an  executor's  duties,  in 
respect  of  collecting  and  getting  in  such  assets,  let  us  now 
turn  our  attention  to  his  duties,  as  to  the  mode  of  dealing 
with  such  assets  when  they  have  once  actually  come  into 
his  hands. 

Generally,  it  is  the  duty  of  an  executor  to  deal  with  the 
estate  of  the  testator,  when  once  ascertained  in  a  proper 
course  of  administration  according  to  the  directions  of  the 
will,  and  if  and  so  far  as  the  will  is  silent,  then  according  to 
rules  of  law,  first  in  the  payment  of  the  testator's  funeral 
and  testamentary  expenses,  and  his  debts,  then  amongst 
the  beneficiaries  designated  by  his  will,  or  by  law,  and  if  in 
the  course  of  such  dealing  any  loss  occurs  to  the  estate 
through  his  management  or  mismanagement  or  misconduct, 
he  is  said  in  law  to  have  been  ffuilty  of  a  devastavit  or  a  wasting 
of  the  assets  for  which  he  will  be  liable.  He  is,  of  course,  liable 
for  direct  acts  of  abuse,  such  as  the  application  of  the  assets 
for  his  own  purposes,  or  collusively  selling  off  any  of  the 
testator's  assets  at  an  undervalue,  but  he  will  also  be  liable 
for  acts  of  maladministration,  even  although  done  bona  fide^  if 
they  be  contrary  to  the  express  duties  of  his  office.  He  is 
thus  liable  if  he  misapplies  the  assets  in  undue  expenses  for 
the  funcml,  in  the  payment  of  debts  out  of  their  legal  order, 
or  by  the  assent  to  or  payment  of  a  legacy  when  there  are 
not  sufficient  assets  for  the  creditors,  even  although  such 
payments  have  been  made  in  Ixma  fide  ignorance  of  the  real 
state  of  affairs,  unless  the  executor  has  availed  himself  of 
the  provisions  of  Lord  St.  Leonard's  Act,  22  and  23  Vict.,  c. 
85,  and  has  distributed  the  estate  after  due  notice.  In  the 
first  of  such  cases,  ho  would  generally  be  charged  by  means 
of  a  disallowance  of  such  access  in  his  accounts,  and  the 
consideration  of  this  particular  therefore  falls  more  strictly 
within  the  question  of  an  executor's  allowances,  which  will 
be  considered  presently.  In  the  last  two,  his  liability  would 
be  in  general  established  by  an  action  at  the  suit  of  the  par- 
ticular creditor  prejudiced,  for  having  made  payments  of 
debts  or  legacies  which  ought  to  be  postponed  tonis  debt,  he 
would  not  be  allowed  to  dispute  the  existence  of  sufficient 


funds  for  the  payment  of  his  debt,  but  in  taking  the  accounts 
in  an  administration  action  he  would  also  be  charged  with 
the  amount  as  assets  misapplied,  iJthongh  the  actual 
payments  themselves  would  be  pajrments  proper  to  be 
allowed  him  as  against  the  estate,  and  might  m  fact  be 
allowed  him  in  case  of  any  further  assets  turning  up. 

Very  large  powers  have  recently  been  conferred  by  the 
Conveyancing  Act,  1881,  upon  executors  compounding, 
realizing  or  otherwise  dealmg  with  debts  due  to  the 
testator's  estate,  and  no  executor  can  now  be  made  liable 
for  such  dealing,  provided  it  be  done  in  good  fadth,  but  it 
must  be  remembered  that  an  executor's  dealingB  must  all 
be  for  the  benefit  of  the  trust  estate,  and  accordingly  it  is 
certain  the  Courts  would  hold  that  there  was  an  alisence 
of  good  faith,  whenever  any  trsmsaction  was  obviously  not 
beneficial. 

Those  wide  powers  do  not,  however,  authorise  an  executor 
to'  compromise  his  own  debts  to  the  estate,  and  it  is  doubtful 
whether  they  would  render  vfUid  a  compromise  by  executors, 
with  one  of  their  numbers,  where  several  have  been 
appointed,  but  certainly  not  unless  the  compromise  is  clearly 
beneficial. 

An  executor  is  also  liable  if  any  loss  be  sustained  through 
his  not  using  due  diligence  in  getting  the  estate,  whether  by 
depreciation  of  the  assets,  failure  of  debtors,  or  otherwise,  or 
by  his  not  exonerating  it  from  UabiUties  that  he  could  get 
rid  of,  if  for  instance,  the  testator  was  possessed  of  lease- 
hold property,  the  rents  payable  for  which  were  greater  than 
the  yearly  value,  and  of  which  the  testator  was  not  the 
original  lessee,  so  that  he  was  not  bound  absolutely  by  the 
covenants,  but  only  so  long  as  he  was  possessed  of  the  lease, 
the  executor  would  be  chiurged  with  tne  loss  to  the  estate 
caused  by  his  not  assigning  such  lease  to  a  pauper.  He  is 
also  liable  for  any  loss  sustained  by  the  estate,  through  his 
not  paying  off  when  he  had  funds  in  hand,  debts  which  bore 
interest  or  were  by  his  delay  in  commencing  an  action 
against  a  debtor  to  the  estate,  he  had  enabled  such  debtor 
to  plead  the  Statute  of  Limitations.  Thus,  in  the  actual 
realising  and  collecting  of  the  estate,  an  executor  will  be 
the  more  easily  charged  with  negligence  than  in  respect  to 
assets  actually  in  his  hands  or  under  his  control,  for  as  to 
the  former  he  is  bound  to  use  every  diligence  and  to  take 
all  proper  steps,  whilst  as  to  the  latter  he  is  only  liable  for 
his  own  personal  default,  and  there  is  a  good  reason  for  the 
distinction,  for  a  prudent  man  of  business  would  not  give 
such  watchful  attention  to  property  in  his  own  possession 
as  he  would  to  the  getting  in  pf  his  property  in  the  hands  of 
others.  Thus,  if  goods  have  been  stolen  from  his  possession, 
or  from  the  possession  of  a  third  party  to  whom  they  have 
properly  been  delivered  by  an  executor,  or  are  lost,  or 
damaged  by  accidental  fire  or  other  casualty,  an  executor 
would  not  be  charged  without  wilful  default  and  that  only  if 
the  accounts  are  specially  ordered  to  be  taken  against  him 
on  that  footing. 

In  addition  to  its  being  the  duty  of  an  executor  to  take  all 
necessary  steps  to  get  the  property  of  the  testator  under  his 
control,  it  is  also  his  duty  to  put  such  property,  when  once 
recovered,  in  a  proper  and  safe  state  of  investment,^  and  if 
placed  in  an  authorized  investment,  he  will  not  be  liable  for 
any  loss  if  he  took  reasonable  precautions  to  see  that  a 
particular  security  was  a  sufficient  one  ;  in  connection  with 
this  it  has  lately  been  laid  down  that  the  rule  that  a  trustee 
will  not  be  allowed  to  lend  more  than  two-thirds  of  the  value 
of  the  property  upon  a  mortgage,  is  not  an  absolute  one.  As 
to  what  is  such  a  proper  state  of  investment,  the  executor 
must  be  guided  either  by  the  express  provisions  of  the  will, 
or  if  the  will  is  silent,  then,  by  the  rules  of  the  Court  of 
Chancery,  which  lay  down  the  investments  that  will  be 
permitted  to  executors,  and  all  the  property  of  the  testator, 
which  is  not  in  an  authorized  investment,  at  the  date  of  his 
death  must  be  converted  by  the  executor  with  all  reasonable 
diligence,  and  invested  in  one  of  the  authorized  secuzitios, 
and  he  will  be  charged  with  any  loss  arising  from  an  invest- 
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ment  remaining  in  any  security  not  authorized  by  the  will, 
or  by  the  rules  of  the  Court  of  Chancery  for  the  time  being. 
Where  trustees  are  bound  by  the  terms  of  the  court,  or  by 
the  general  rule  of  the  court,  to  invest  the  moneys  in  the 
funds,  then  the  cest  qu  tr  in  their  election,  may  have  the 
quantity  of  consols,  which  would  have  been  produced  at  the 
date  at  which  the  moneys  ought  to  have  been  invested,  i.e., 
in  the  case  of  executors  generally  at  a  year  from  the  death 
or  to  have  the  money  and  interest  at  the  rate  ordered  by  the 
court.  As,  however  at  the  present  day  the  rules  of  court  in 
all  cases  allow  of  investment  of  trust  funds  in  other  than 
government  securities,  imless  otherwise  provided  by  the  will, 
this  option  will  now,  probably  only  arise  when  the  trustees 
are  restricted  by  the  will,  as  the  cest  qu  tr  had  formerly  no 
such  right.  Where  the  trustees  had  an  option  as  to  the 
securities  in  which  they  would  invest,  the  court,  does  not, 
however,  require  executors  to  proceed  to  a  forced  sale  of  the 
property,  and  they  have  accordingly  fixed  the  period  of  a 
year  from  the  death  of  the  testator,  as  the  date  at  which  the 
testator's  property  ought  to  be  realized,  and  accordingly 
executors  will  be  charged  in  their  accounts  to  the  value  of 
such  property  as  they  had  failed  to  convert,  calculated  at  the 
end  of  such  year,  together  with  interest  at  the  rate  of  4  per 
cent,  at  the  least  from  such  time,  but  they  are  not  in  any 
way  responsible  for  the  depreciation  of  the  assets  within  that 
year,  even  although  they  may  have  been  called  upon  by  the 
beneficiaries  to  convert  them  earlier,  and  if  from  the  fact 
that  a  particular  security  of  a  variable  or  speculative  nature, 
was  not  able  to  bo  favourably  realized  at  the  end  of  such 
year,  the  executor  has,  in  the  exercise  of  a  bond  fide  discre- 
tion, postponed  the  realization  for  a  reasonable  time,  he  will 
not  be  charged  for  any  loss  occasioned  to  the  estate  thereby 
even  although  it  might  have  been  realized  much  more 
favourably  before  the  lapse  of  the  year.  It  is  also  the  cus- 
tom in  many  wills  now,  to  give  executors  a  discretion  as  to 
postponing  the  period  of  conversion,  and  in  such  case  the 
executor  would  not  be  hold  liable  to  any  loss  to  the  estate,  if 
he  had  exercised  such  discretion  bomA  fide.  This  duty  of 
conversion  more  particularly  applies  when  perishable  or 
terminable  securities  are  bequeathed,  but  not  specifically 
to  a  person  for  life,  and  then  to  other  persons  after  his  death 
for  in  that  case  the  persons  who  are  to  enjo^  the  property 
after  the  death  of  the  tenant  for  life  are  entitled  to  have  it 
put  into  such  a  condition  as  that  all  parties  may  enjoy  in 
an  equal  degree  the  benefits  contemplated  by  the  will.  If, 
on  the  contrary,  a  gain  has  accrued  through  an  increase  in 
the  value  of  the  investments  even  although  authorised  or 
from  any  other  reason  an  executor  will  be  bound  to  account 
for  it  to  the  estate,  and  will  not  be  allowed  to  set  off  against 
a  loss  arising  from  other  cause  ;  the  general  principle  being 
that  when  an  executor  deals  with  the  property  in  any  other 
manner  than  his  trust  requires,  if  there  is  a  loss,  he  must 
make  it  good ;  but  if  any  gain  it  belongs  to  the  estate. 

An  executor  will  also  be  charged  with  all  loss  to  the  estate 
through  the  dealings  of  any  agent  employed  by  him,  whether 
such  agent  was  not  proper  to  be  employed,  or  had  been  em- 
ployed in  an  improper  way,  or  had  been  entrusted  with  the 
assets  for  an  unreasonable  time  as  to  all  which  cases,  as  I 
have  before  said,  the  Courts  are  guided  by  the  reasonable 
usages  of  mankind  in  matters  of  business,  with  the  exception 
that  they  will  not  allow  the  executor,  however  usual  it  may 
be,  to  deposit  the  trust  funds  at  interest  with  an  agent  other 
than  a  banker  instructed  to  seek  for  a  permanent  investment 
of  them.  When  there  are  several  executors,  one  executor 
is,  as  a  general  rule,  only  liable  for  the  assets  he  himself 
receives,  which  principle  is  expressed  as  a  legal  maxim  by 
saying  that  "  the  receipt  of  the  executor  is  not  the  receipt  of 
all,"  and  he  is  therefore  not  responsible  for  the  neglect  or 
default  of  any  of  his  co-executors  in  dealing  with  any  assets 
that  have  not  actually  come  into  his  own  hands,  unless 
he  has  been  a  party  to  such  neglect  or  default,  either  by 
putting  his  co-executor  in  a  position  to  commit  it,  or  by 
standing  by  himself  and  knowingly  allowing  it  to  be  done 
when  he  might  have  prevented  it. 


Where  an  executor  is  made  liable  for  any  loss  he  will  in 
general  be  charged  with  interest  from  the  date  of  the  breach 
of  trust  or  other  improper  dealing  or  neglect  through  which 
the  loss  occurred.  lie  will  also  be  charged  with  interest 
where,  apart  from  cases  of  non-investment  of  trust 
funds  permanently,  he  has  neglected  to  lay  out  monies 
which  he  was  bound  to  do  for  the  benefit  of  the  estate,  as  e^g., 
by  keeping  balances  in  his  own  hands  during  the  course  of 
administration.  There  must,  however,  be  a  clear  case  of 
improper  retention  of  balances  to  a  considerable  or  substan- 
tial amount,  and  it  must  be  clear  that  they  are  not  with 
reasonable  probability  required  for  the  purposes  of  the  estate. 

Within  a  year  after  the  death  the  presumption  is  in  favour 
of  the  executor  who  retains  large  balfibnccs,  but  such  pre- 
sumption may  be  rebutted,  and  the  existence  of  outstanding 
accounts  will  not  afford  sufficient  justification  for  retaining 
large  balances,  unless  there  is  a  reasonable  probability  that 
the  money  will  be  required  immediately.  If  the  executor 
honestly  believes  in  his  own  title  to  the  balances  he  will  not 
be  charged  with  interest  even  although  he  turned  it  to  his 
own  use,  if  the  will,  reasonably  construed,  justified  him  in 
such  a  belief. 

In  case  of  mere  neglect  in  the  absence  of  special  reasons 
an  executor  will  only  be  charged  with  4  per  cent.,  but  it  is 
the  settled  rule  of  the  Court  that  if  a  trustee  having  trust 
monev  in*  his  hands  Imowingly  apply  it  to  his  own  use  he 
shall  be  charged  with  5  per  cent,  interest. 

If  he  employs  the  trust  funds  in  trade  the  cest  qu  tr  have 
their  option  of  charging  him  with  5  per  cent,  interest  with 
annual  rents  or  with  the  actual  profits  made,  but  they  must 
make  their  election  for  the  whole  period  to  take  interest  or 
profits. 

Cest  qu  tr  have  the  same  right  of  election  as  to  a  propor- 
tionate share  of  the  profits  if  the  executor  has  mixed  the 
trust  funds  with  his  own  and  employed  the  whole  in  trade, 
and  even  if  he  does  not  use  the  funds  in  trade,  still,  if  being 
a  trader,  he  puts  it  to  his  own  account  at  the  banker  in- 
creasing his  balance  and  obtaining  greater  credit,  he  will  be 
charged  with  5  per  cent,  simple  interest,  the  reason  being  in 
all  the  above  cases  that  the  funds  having  been  liable  to  an 
extra  risk  of  loss  by  being  employed  in  trade,  the  cest  qu  tr 
ought  to  be  remunerated  with  a  proportionately  large  amount 
of  yearly  income. 

Again,  if  an  executor  has,  in  fact,  made  5  per  cent,  in- 
terest or  more  with  the  trust  funds  he  will  be  made  to 
account  for  the  whole  as  he  may  make  no  advantage  out  of 
his  trust,  or  if  for  his  negligence  or  misconduct  he  might 
have  made  more  than  4  per  cent.,  as  e.y.,  if  he  have  im- 
properly converted  securities  authorised  by  the  trust  and 
producing  more  interest,  he  will  be  charged  either  with 
mterest  at  5  per  cent,  or  with  the  interest  which  but  for  his 
negligence  or  misconduct  he  would  have  made.  The  rule^ 
as  to  charging  an  executor  with  interest  are  very  well  sum- 
marized in  a  case  of  A.  G.  v,  Alford  by  Lord  Cranworth, 
where  he  said  that  he  did  not  approve  of  the  rule  that  for 
mere  misconduct  an  executor  should  be  charged  with  5  per 
cent,  interest,  but  that  the  Court  must  charge  him  only 
with  the  interest  he  has  actuidly  received  or  which  the  Court 
is  justly  entitled  to  say  he  ought  to  have  received,  or  which 
it  IS  so  fairly  to  be  presumed,  that  he  did  receive ;  that  he 
is  stopped  from  saymg  that  he  did  not  receive  it,  but  if  he 
had  improperly  used  it  for  his  own  purposes  the  Court  would 
not  enquire  what  was  the  result  of  his  own  speculation,  but 
would  mfer  that  he  did  either  make  5  per  cent,  or  ought  to 
be  stopped  from  saying  he  did  not. 

This  case  appears  to  extend  the  rule  as  to  charging 
5  per  cent,  simple  interest  to  all  cases  where  the  trustee 
makes  use  of  the  trust  funds  for  his  own  puiposes,  whether 
being  a  trader  or  not. 

As  a  general  rule  the  Court  only  orders  simple  interest^ 
but  executors  will  be  charged  with  compound  interest  upon 

I  sums  for  which  they  are  made  liable,  when  by  the  terms  of 
the  trust  they  ought  to  have  made  it  as  e.^.,  where  there  was 
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a  direction  to  accumulate  during  a  minority,  or  if  they  had 
used  the  money  in  trade  for  their  own  benefit  in  this  latter 
case  as  a  penalty  for  their  misconduct. 

Compound  interest  will  be  ordered  if  by  the  terms  of  the 
trust  they  were  bound  to  make  it,  even  in  cases  where  they 
are  only  charged  with  less  than  5  per  cent,  interest. 

Having  thus  now  dealt  with  the  principles  regulating  the 
debit  side  of  the  account,  we  may  now  proceed  to  consider 
the  items  on  the  other  side.  Generally  an  executor  is  en- 
titled to  be  allowed  all  payments  properly  made  by  him  for 
the  puiposes  of  the  estate,  but  not  expenses  improperly  in- 
curred by  him  such  as  those  of  defending  or  bringing  an 
action  which  he  ought  not  to  have  done. 

Payments  proper  to  be  allowed  are  such  as  those  made 
for  the  funeral  and  testamentary  expenses  of  the  testator, 
pajrments  made  in  respect  of  his  debts  and  to  beneficiaries 
under  the  will,  and  in  addition  to  these  executors  are  en- 
titled to  what  are  called  just  allowances,  but  it  is  always 
necessary  to  remember  that  it  is  for  the  executor  to  discharge 
himself  of  the  assets  come  to  his  hands  and  to  prove  that  he 
ought  to  have  any  payments  allowed  to  him. 

I  have  already  said  that  an  executor  will  not  be  allowed 
any  moneys  paid  for  funeral  expenses,  which  were  not 
suitable  to  the  position  in  life  of  the  testator  nor  can  he  be 
allowed,  at  least  as  against  creditors  and  pecuniary  legatees, 
expenses  paid  for  mourning  for  the  widow  and  family.  As 
regards  the  testamentary  expenses,  he  is  of  course  entitled 
to  be  allowed  all  proper  expenses  in  proving  the  will,  and  in 
paying  probate,  and  also  legacy  duty  where  tiiere  are  suf- 
ficient funds  for  the  payment  of  the  legacies,  and  all  proper 
testajnentary  expenses.  He  will  also  be  allowed  all  proper 
expenses  incurred  in  the  realization  and  administration  of 
the  estate,  including  the  keeping  up  of  the  domestic  estab- 
lishment of  the  testator  for  a  reasonable  length  of  time,  in 
order  to  enable  him  to  consider  what  had  best  bo  done  with 
it,  but  for  this  purpose  he  is  by  no  means  entitled  to  the  full 
period  of  a  year,  and  each  case  must  be  considered  according 
to  its  own  circumstances.  An  executor  is  however  entitled 
to  be  indemnified  to  the  fullest  extent  against  all  expenses 
properly  incurred  by  him  in  the  course  of  the  realization  and 
administration  of  the  estate,  and  since  he  is  entitled  as  I 
have  before  said  to  employ  agents,  such  as  Auctioneers, 
Solicitors,  and  others,  where  the  ordinary  usages  of  mankind 
would  allow  him  he  will  be  entitled  to  be  allowed  the  costs 
and  expenses  of  their  employment,  but  only  for  such  acts  as 
he  could  not  himself  reasonably  perform  and  as  were  strictly 
within  the  business  usually  performed  by  an  agent  of  that 
kind.  It  is  however  a  part  of  his  duty  to  collect  and  get  in 
the  assets  himself,  and  he  will  therefore  only  be  allowed  the 
expenses  of  employing  persons  to  collect  it,  where  according 
to  the  usages  of  mankind  looking  at  all  the  facts  of  the  case 
he  could  not  be  expected  reasonably  to  do  it  himself,  for  in- 
stance, an  executor  has  been  allowed  the  expenses  of  a  rent 
collector  where  property  consisted  of  30  or  40  small  houses 
let  at  weekly  tenants,  but  he  would  certainly  not  be  allowed 
the  expenses  of  a  collector  for  getting  in  rents  of  a  few 
houses  where  the  rents  where  payable  quarterly  unless  under 
exceptional  circumstances.  He  will  also  only  be  allowed 
the  expenses  of  emplojring  a  solicitor  for  the  transaction  of 
purely  legal  business  such  as  he  could  not  himself  transact, 
and  accordingly  a  solicitor  being  the  sole  executor, can  in  no 
case,  unless  expressly  allowed  by  the  will,  charge  the  usual 
costs  for  business  transacted  for  the  estate  either  contentious 
or  not,  and  whether  transacted  by  himself  or  his  partner,  as 
ho  is  bound  to  transact  the  business,  ho  may  have  an  allow- 
ance made  him  by  the  Court  for  his  trouble,  and  of  course 
is  entitled  to  all  costs  out  of  pocket ;  but  where  he  is  one  of 
several  executors  he  is  not  bound  to  transact  the  legal 
business,  and  if  retained  by  the  executor  as  their  solicitor 
in  non-contentious  business,  or  in  an  action  for  the  adminis- 
tration of  the  trust  he  can  only  be  allowed  his  costs  out  of 
X)ocket,  but  he  will  be  allowed  his  full  costs  for  any  other 
contentious  business  transacted  for  them  as  if  ho  were  a 


stranger  to  the  estate ;  these  rules  depending  apparently  upon 
the  principles  that  otherwise  where  there  is  no  supervision 
by  the  Court  it  would  be  placing  his  interest  at  variance  with 
his  duties.  In  consequence  of  these  rules  it  has  been  cus- 
tomary where  a  solicitor  is  appointed  an  executor  to  insert 
a  special  direction  in  the  will  that  ho  is  to  be  allowed  his 
costs,  charges,  and  expenses,  as  if  a  stranger  to  the  estate. 
The  same  rules  apply  to  any  executor  rendering  any  other 
services  to  the  estate  in  the  way  of  his  own  business,  and 
accordingly  an  executor  being  an  auctioneer  could  not  be 
allowed  any  commission  for  acting  in  the  sale  of  the  testator's 
estate,  although  as  far  as  I  can  discover,  there  is  no  rule 
compelling  him  to  act  in  such  capacity,  or  to  prevent  his 
being  allowed  the  actual  expenses  of  employing  another 
auctioneer  not  being  his  own  partner. 

Again,  as  an  ordinary  rule,  where  an  executor  supplies 
goods  in  the  way  of  his  own  trade  for  the  purposes  of  the 
estate,  he  would  only  be  allowed  the  cost  price  of  the  goods 
supplied,  although  in  one  case  where  an  executor  who  had 
been  in  the  habit  of  supplying  the  testator  with  goods  in  his 
lifetime,  was  directed  to  continue  his  tra^e,  the  Court 
directed  that  he  should  be  allowed  the  proper  market  price 
of  the  day  for  goods  supplied,  and  directed  an  enquiry  for  the 
purpose. 

These  rules  depend  upon  the  principle  that  an  executor 
cannot  be  allowed  to  make  any  profit  out  of  his  trust,  and 
hence  he  can  in  no  case  receive  any  renumeration  for  his 
personal  exertions,  however  much  he  has  benefitted  the 
estate,  and  even  although  he  has  thereby  sustained  loss  in 
his  own  affairs,  unless  renumeration  is  directed  to  be  paid 
him  by  the  will  itself  or  he  has  bargained  for  a  renumera- 
tion before  accepting  the  ofi^ce.  Such  bargains,  however, 
are  looked  at  by  the  Court  with  the  greatest  jealousy,  and 
can  with  difficulty  be  upheld.  An  example  of  such  allow- 
ance was  furnished  by  a  recent  case  where  the  will  having 
contained  a  direction  that  a  solicitor  executor  was  to  receive 
an  allowance  for  all  work  performed  by  him,  and  not  only 
for  purely  legal  business,  tne  taxing  master  was  directed  to 
assess  a  reasonable  renumeration. 

These  rules  are  carried  to  such  an  extent  that  a  surviving 
partner  appointed  executor  is  not  entitled  without  express 
stipulation  to  an  allowance  for  carrying  on  the  trade  after 
the  testator's  death. 

An  executor  will  be  allowed  the  payment  of  all  debts  in 
respect  of  which  an  action  could  be  maintained,  and  that 
whether  they  are  barred  by  the  Statute  of  Limitations  or  not, 
for  he  is  not  before  a  decree  in  an  administration  action 
bound  to  plead  that  statute,  but  hn  will  not  be  allowed  any 
payments  made  in  respect  of  debts  for  which  no  action 
oould  be  maintained,  such  for  instance  as  a  physician's  fee 
He  may  also,  under  the  very  wide  powers  conferred  by  the 
Conveyancing  Act,  pay  any  such  debts  as  he  may  properly 
pay  upon  any  evidence  that  he  may  consider  sufficient,  and 
he  has,  of  course,  genersd  power  for  making  any  arrangement 
with  the  creditors  of  the  testator  whereby  they  should  be 
induced  to  accept  less  than  the  full  amount  of  their  debts, 
but  any  profit  made  bv  such  an  arrangement  must  le  strictly 
accounted  for  by  him  for  the  benefit  of  the  estate.  In  paying 
such  debts  he  must,  however,  unless  the  assets  should  be 
more  than  sufficient  for  payment  of  all  charges,  be  careful 
not  to  pay  a  debtor  of  inferior  degree  before  one  of  a  superior 
class  for  otherwise  he  will  be  charged  with  the  amount,  but 
as  between  debts  of  the  same  degree  he  is  entitled  before 
decree  in  an  administration  action  to  prefer  anyone  creditor  to 
another,  and  is  also  entitled  out  of  legal  f^but  not  equitable) 
assets  to  retain  his  own  debt  in  preference  to  all  creditors  of 
the  same  degree.  An  executor  will  also  be  allowed  payments 
in  respect  of  interest  on  such  debts  as  carry  interest,  but 
not  upon  any  other  debts  until  after  the  decree  is  an 
administration  action,  from  which  date  all  debts  proved 
under  the  decree  carry  interest  at  4  per  cent.,  or  such  other 
rate  as  they  respectively  carry,  but  creditors  whose  debts  do 
not  carry  interest  are  only  to  be  allowed  their  interest  after 
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satisfying  the  cost  of  the  action,  tlie  debts  established,  and 
the  interests  of  siicli  del)ts  as  by  law  carry  interest. 

Therefore,  where  an  executor  has  advanced  money  out  of 
his  own  pocket  or  borrowed  it  for  the  purpose  of  paying  the 
debts  of  the  testator  which  carry  interest,  or  of  satisfying 
some  of  the  creditors  who  are  importunate  and  threaten  to 
bring  an  action  he  will  be  allowed  interest  at  4  per  cent,  or 
such  other  rate  as  he  has  been  compelled  to  pay  upon  such 
sums,  but  such  interest  is  only  calculated  from  the  line  of  a 
balance  being  struck  on  the  account,  for  until  then,  it  is  not 
certain  that  the  executor  had  not  money  in  his  hands. 

After  satisfying  debts,  if  there  be  sufficient  assets  for  the 
purpose,  the  executor  will  be  allowed  all  payments  made  to 
the  beneficiaries  under  the  will.  As  regards  pecuniary 
legacies,  they  are  considered  by  law  as  due  at  the  expiration  of 
a  year  from  the  death  of  the  testator  unless  ordered  to  be 
paid  earlier,  and  accordingly  the  legatees  are  entitled  to 
interest  at  i.  per  cent,  from  the  end  of  each  year.  Interests, 
at  that  rate,  will,  however,  be  allowed  from  the  death  of 
testator  in  cases  where  such  legacies  are  charged  on  real 
estate,  or  given  in  satisfaction  of  debts  due  by -testator, 
or  given  to  children  of  testator,  or  to  other  persons  to  whom 
he  has  placed  himself  in  loco  parentis^  or  again,  where  they 
are  given  to  infants  not  children  of  testator,  but  with  a 
direction  superadded  that  the  infants  were  to  have  an  allow- 
ance for  maintenance  out  of  the  interest.  This  rule  does 
not,  however,  apply  to  legacies  given  to  testator's  widow. 
From  these  dates,  respectively,  the  legacies  will  carry  in- 
terest, although  payment  is  from  the  condition  of  the  estate 
impracticable,  and  although  the  assets  be  unrealizable  and" 
unproductive. 

The  general  rule  as  to  interest  is  very  well  laid  down  in  a 
case  of  Pearson  v.  P.  (Williams,  page  1482). 

Annuities  given  by  testator,  without  mentioning  any  time 
of  pavment,  arc  considered  as  commencing  from  his  death, 
and  the  first  payment  is  due  at  the  end  uf  the  year,  but  if 
not  paid  then,  by  reason  of  the  estate  not  permitting  it,  or 
for  any  other  valid  reason  as  a  general  rule  the  Court  has 
refused  to  give  interest  upon  the  arrears  of  an  annuity. 

Where  a  time  for  payment  of  a  legacy  is  fixed  by  the 
Will,  no  interest  will  be  allowed  until  after  that  date,  even 
although  the  legacy  is  vested, unless  the  fund  for  pajrment  of 
the  legacy  is  directed  by  the  Will  to  be  set  apart  immediately 
after  the  death  from  the  rest  of  the  estate,  when  it  will  pass 
with  all  its  accretions,  or,  unless  the  testator  was  the  parent, 
or  in  loco  parcniis  to  the  legatee,  in  which  case  the  legatee  is 
entitled  to  an  allowance  for  maintenance  out  of  the  interest 
whether  the  legacy  is  absolutely  vested  in  him  or  would  pass 
away  upon  the  happening  of  a  contingency,  or  finally  unless 
interest  is  given  on  the  legacy  in  the  meantime.  In  all  these 
cases  interest  will  be  allowed  at  four  per  cent.,  and  only  at 
simple  interest,  unless  there  is  a  direction  in  the  Will  to 
accumulate.  As  regards  specific  legacies,  they  are  held  to 
be  appropriated  immediately  on  the  death  of  the  testator, 
subject  only  to  the  payment  of  debts,  and  pass  with  all  their 
increase.  As  regards  residuary  bequests,  the  question  of 
interest  can  not  arrive  unless  they  are  given  to  some  persons 
for  life,  when  the  general  rule  is,  that  the  legatee  is  entitled 
from  the  death  of  testator,  to  the  income  of  such  parts  of  the 
residue  as  are  then  in  a  proper  state  of  investment,  and  to 
interest  at  four  per  cent,  upon  the  balance  of  the  residue 
from  the  end  of  a  year,  or  if  it  have  by  that  time  been 
invested,  then  to  the  actual  income  made. 

So  far  we  have  dealt  with  an  executor  simply  as  account- 
ing for  assets  in  the  lump,  and,  where  the  estate  is  wound 
up  at  the  end  of  the  year,  no  further  questions  can  arise, 
so  long  only  as  he  has  kept  distinct  and  duly  accounted  for 
the  income  upon  so  much  of  the  trust  funds  as  was  in  an 
authorised  state  of  investment  at  the  time  of  death,  but  after 
that  date  it  becomes  the  duty  of  the  executor  to  see  that  the 
fund  is  put  into  a  proper  condition,  distinguishing  between 
income  and  capital ;  and,  although  for  the  purpose  of  making 
his  payments,  the  executor  may  make  them  out  of  any 


funds  that  come  to  his  hands,  questions  arise,  as  between 
the  several  parties  beneficially  entitled  in  succession,  and 
also  between  the  different  classes  of  beneficiaries  where  the 
estate  is  not  sufficient  for  payment  of  all  in  full,  and  in 
consequence,  it  will  be  necessary  to  consider  the  rnlos  by 
which  an  executor  ought  to  be  guided,  in  distinguishing 
between  capital  and  income,  and  then  to  deal  with  the 
cases  where  the  estate  is  not  sufficient  for  all  the  purposes  of 
the  Will. 

As  a  general  rule,  there  is  no  difficulty  in  deciding  vihsX 
sums  are  to  be  treated  as  capital,  and  what  as  income,  but 
sometimes  a  lump  sum  may  have  to  be  apportioned  between 
the  two  and  this  has  to  be  done  according  to  the  well  known 
rules  laid  down  by  the  Courts. 

In  the  first  place,  it  must  be  remembered,  that  income 
accrued  due  up  to  the  date  of  the  death  of  testator,  fonns 
pajii  of  the  capital  of  the  estate  left  by  him,  but  where  an 
amount  representing  income  comes  into  the  hands  of  th<> 
executor  after  the  death,  part  of  which  only  is  in  respect  o! 
a  period  before  the  death  and  part  after,  then  if  such  income 
is  in  the  nature  of  interest  accruing  due  from  day  to  day,  it 
is  apportionable,  the  part  accruing  due  before  the  death, 
being  capital,  and  that  accruing  since,  income,  and  it  does 
not  in  its  nature  accrue  from  day  to  day,  it  cannot  be  said 
to  have  been  earned  during  any  specific  portion  of  the  period 
of  time,  but  can  only  be  first  said  to  have  been  earned  when 
the  accounts  have  been  taken  at  the  end  of  such  period,  and 
it  has  been  ascertauifed  that  there  is  a  balance,  then  it 
must  be  treated  as  income  accruing  due  on  the  date  at 
which  it  is  ascertained,  although  made  payable  at  a  sub- 
sequent date,  so  that  if  it  has  been  ascertained  in  the  life- 
time, it  is  capita],  but  if  not,  income. 

Of  this  kind,  are  dividends  paid  by  public  companies, 
which  are  only  ascertained  when  they  are  declared, 
irrespective  of  when  they  have  been  earned,  or  the  profits  of 
a  partnership  which  are  only  separated  from  the  general 
assets  when  the  balance-sheet  is  prepared. 

The  same' rule  applies  to  payments  made  by  way  of  bonus 
out  of  profits,  but  if  the  bonus  or  dividends  have  not  been 
declared  out  of  profits,  i.«.,  if  they  cannot  be  shown  to  have 
been  declared  out  of  the  profits  of  any  particular  period,  bot 
generally  out  of  accumulations,  they  will  be  considered 
capital,  no  matter  at  what  time  they  accrue  due,  and  this, 
of  course,  the  more  if  the  accumulations,  although  madeoQt 
of  profits  originally,  have  been  dealt  with  and  applied  ts 
capital  of  the  business,  as  e.g.,  by  making  them  in  the  ex- 
tension of  a  colliery.  , 

On  the  other  hand,  debts  paid  into  a  partnership  in 
connection  with  its  b  jsiness  dealings  go  to  swell  the  profits 
of  the  year  in  which  they  are  are  paid,  no  matter  at  what 
time  or  over  what  period  they  have  been  contracted,  and 
therefore  where  a  large  debt  falling  into  a  company  was 
afterwards  distributed  by  way  of  bonus  to  the  shareholders, 
it  was  held  to  be  income  as  between  the  tenants  for  life  and 
remaindermen,  just  as  amounts  which  fall  into  the  testator^ 
estate,  not  being  obviously  income  of  investments  accrued 
since  the  death,  may  not  be  treated  by  the  executor  as 
being  entirely  capital,  so  he  will  not  alwav  be  allowed  to  pay 
away  as  income  to  the  tenants  for  life  all  moneys  accrnins 
due  after  the  death  and  paid  to  the  executor  as  income 
upon  the  securities  in  which  the  estate  is  for  the  time  beini? 
invested,  and  an  executor  will  only  be  allowed  in  his 
accounts  as  against  the  remaindermen  those  pa3mients 
which  have  been  made  upon  the  right  footing  as  incomd 
and  v^rill  be  charged  with  interest  in  favour  of  the  tenant  for 
life,  on  all  amounts  improperly  invested  by  him  when  they 
ought  to  have  been  treated  as  income. 

It  was  laid  down  in  the  case  of  Howe  v.  Earl  of  Dart- 
mouth, that  where  a  testator  leaves  a  residuary  request  to 
X>erson8  in  succession  the  executor  is  bound  in  the  absence 
of  indications,  that  the  property  was  intended  to  be  pre* 
served  in  the  state  in  which  it  was  found,  to  convert  al' 
perishable    or   tenninable    securities   comprised   in  sucn 
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-  residue,  such  as  leasehold  or  terminable  securities,  and  to 
invest  the  same  in  some  authorised  security,  and  he  will 
be  charged  in  his  accounts,  either  with  the  market  value  of 
such  securities  at  the  end  of  the  year  from  the  death,  or 
.*  with  the  amount  of  consols  which  might  have  bean 
purchased,  and. he  will  only  be  allowed  as  pajrmonts  in 
respect  of  income  4  per  cent,  on  such  sum  of  money  on  the 
.  interest  which  such  amount  of  consols  would  have  pro- 
duced. 

This  rule  has  been  since  extended  to  all  cases  where  an 
executor  leaves  the  trust  funds  in  an  improper  state  of  in- 
,  vestment,  because  in  these  cases  the  actual   amount  of 
.  capital  moneys  belonging  to  the  estate  never  having  been 
ascertained,  the  Court  can  only  charge  him  on  the  above 
principles.     Where  however,  an  executor  has  properly  con- 
verted the  estate,  and  holds  in  his  hands  an  ascertained  amount 
of  capital  money,  and  subsequently  invests  it  improperly,  or 
mokes    away  with  it,  he  is  only  bound  as    regards  the 
.  remaindermen  to  make  good  such  amount  of   capital,  and 
must  be  allowed  in  his  accounts  the  whole  of  his  payments 
to  the  tenants  for  life,  in  respect  of  such  investment  even 
though  much  exceeding  4  per  cent,  on  the  capital  sum,  or 
the  interest  on  the  amount  of  consols,  which  such  capital 
sum  would  have  purchased.    It  is  according  to  this  last  rule 
that  where  a  trustee  has  misapplied  moneys,  being  ascer- 
tained amounts  of  trust  funds,  and   a  claim  is  made  in 
respect  of  it  for  principal   and    arrears   of   interest ;  all 
moneys  received  from  him  must  first  go  towards  maJcing  up 
the  capital  sum  misapplied,  and  if  not  sufficient  for  that 
purpose  the  tenant  for  life  will  only  be  entitled  to  the  future 
interest  on  that  sum   with  no  allowance  for  past  arrears. 
In  the  same  way  the  tenant  for  life  will  be  entitled  to  the 
whole  income  of  the  securities  in  which  the  trust  estate  is 
for  the  time  being  invested,  where  there  is  a  discretion  to 
postpone  conversion  reposed  in  the  executors,  and  they  have 
properly  exercised  it,  out  not  where  the  postponement  is 
merely  for  the  general  benefit  of  the  estate,  as  e.^„  to 
prevent  an  unfavourable  hasty  realization  unless  there  is 
also  an  indication  that  the  property  was  necessarily  to  be 
retained  in  specie.    In  any  case  the  executor  would  not  be 
allowed  to  retain  or  set  off  against  his  liability  any  increase 
in  the  value  of  securities  in  which  he  had  properly  invested 
other  parts  of  the  estate. 

In  analogy  to  the  above  principles,  it  is  laid  down  that 
•   vrhenever  any  sum  has  to  be  apportioned  between  capital 
aoid  income,  the  amount  of  capital  is  to  be  taken  to  be  the 
present  value  of  that  sum  at  the  date  at  which  the  capital 
ought  in  the  particular  case  to  be  ascertained,  and  accord- 
ing to  the  latest  decision  reckoned  at  4  per  cent,  compound 
interest :  thus,  if  it  be  a  fund  falling  off  into  the  general 
estate,  the  getting  in  of  which  has  not  been  postponed  by 
any  fault  of  the  executor,  the    amount    of  capital  is  the 
present  value  at  the  death  of  the  testator,  but  where  it  was 
A  sum  belon^bug  to  pecuniary  legatees  then  at  a  year  from 
tiio  death.    On  the  same  principle  for  the  purpose  of  bring- 
ing  about  equality  between    the    benoficianes,  payments 
xExado  by  executors  in  respect  of  debts  and  legacies,  as  to 
which  it  must  be  remembered,  and  they   are  entitled  to 
rrxake  them  out  of  any  assets  they  please  are  to  be  taken  as 
liaving  been  made  out  of  so  much  corpus  as  with  the  interest 
€yix  that  sum  for  a  year,  will  provide  the  necessary  amount, 
a,rid  it  was  therefore  held,  where  a  lump  sum  was  paid  by 
-vvay  of  compromise  of  a  claim  against  a  testator's  estate 
xr&any  years  after  it  arose,  that  as  between  tenant  for  life  and 
x-cxoaindermen,  the  sum  paid  must  be  compared  with  the 
^xnount  of  the  debt  due  with  interest  at  5  per  cent,  to  the 
death    and  4  per   cent,  afterwards,    and    that   only    the 
proportion  attributable  to  the  latter  must  be   treated  as 
income,  and  the  rest  as  capital,  and  also  where  children 
\xsk'^c  received  advances  in  their  lifetime,  inasmuch,  as  they 
£]kx*e   entitled  to  interest  on  their  legacies  from  the  death, 
ill. stead  of  the  end  of  the  year  afterwards,  they  are  charged 
vvxth  interest  at  4  per  cent,  from  the  death. 


It  only  remains  now  to  deal  shortly  with  the  rules,  that 
ought  to  be  followed  where  the  estate  is  not  sufficient  for 
the  debts  and  legacies,  for  although  it  should  never  be 
forgotten  that  an  executor  may  make  all  proper  payments 
out  of  any  assets  that  come  to  his  hands,  still  he  must  not 
pay  the  several  classes  of  persons  interested  except  in  their 
proper  order. 

1  need  not  here  treat  of  the  costs  of  an  administration 
action,  for  those  will  always  be  dealt  with  apart  from  the 
accounts.  The  first  charge  upon  the  estate,  so  far  as  we 
need  deal  with  it,  comprises  the  proper  funeral  and  testa- 
mentary expenses  of  the  testator,  including  costs  of  realiza- 
tion and  preservation.  After  these  have  been  paid,  the  great 
principle  followed  by  the  court  of  chancery  is  that,  a  man 
must  be  just  before  he  is  generous,  and  accordingly  all  debts 
of  every  kind,  including  what  are  called  voluntary  bonds, 
i.e,  for  which  no  valuable  consideration  has  been  given  to 
the  person  bound  must  be  paid  before  legacies  and  other 
gifts  to  beneficiares. 

Amongst  the  debts  themselves  there  is  a  certain  order  of 
payment  which  an  executor  must  observe,  and  if  he  should 
pay  a  debt  in  any  inferior  class  before  one  of  a  superior  he 
will  have  no  defence  against  an  action  by  a  creditor  of  a 
superior  class,  and  will  be  charged  in  his  accounts  with  a 
sum  sufficient  to  pay  all  superior  debts. 
The  order  of  such  debts  is  as  follows  : — 

Firs%.T-Debts  due  to  the  Grown  by  record  or 
specialty,  such  as  upon  bonds  given  to  the  Attorney 
General  on  behalf  of  her  Majesty. 

Secondly, — ^Debts  to  which  particular  statutes  givo 
priority,  such  as  debts  due  by  Overseers  of  the  Poor  to 
the  Parish,  regimental  debts  due  by  soldiers,  and  debts 
due  by  the  officers  of  Friendly  Societies  to  the  Society. 
Thirdly. — Judgments  duly  registered  and  unregis- 
tered. Judgments  if  recovered  against  the  executors 
themselves. 

Fourthly. — Recognizances  and  Statutes  such  as 
those  given  by  a  person  to  insure  his  attendance  as 
prosecutor  or  witness  at  a  Criminal  Court  or  as  Bail  for 
another. 

Fifthly, — The  ordinary  debts  owing  by  the  deceased 
upon  contracts  whether  specialty  contracts  i.e.,  under 
seal  or  not.  If  the  debts  under  seal  be  contracted  for 
valuable  consideration,  including  in  this  class  all  arrears 
of  rent  and  unregistered  judgments,  which  were  re- 
covered against  the  deceased  in  his  lifetime  and  not 
against  his  executors. 

Sixthly. — Voluntary  bonds  in  the  hands  of  those  to 
whom  they  have  been  given,  but  if  a  voluntary  bond 
has  been    assigned  to   another  for  value  at  any  rate 
in  the  lifetime  of  the  person  bound,  it  will  in  the  ad- 
ministration of  assets  stand  on  the  same  footing  as  a 
bond  originally  given  for  value. 
This  has  always  been  the  order  in  which  the  debts  were 
paid  out  of  what  we  called  liquitable  assets  to  which  as  I 
told  you  before  an  executor's  ri^t  of  retainer  does  also  not 
apply,  but  as  regards  persons  dving  before  the  1st  January, 
1870,  creditors  by  what  are  called  specialty  contracts  were 
entitled  to  be  paid  out  of  the  legal  assets  in  priority  to  debts 
not  incurred    under  seal.   I  might,  therefore,   just  givo  one 
word  of  explanation  as  to  the  distinction  between  legal  and 
equitable  assets,  as  you  might  possibly  in  some  cases  have 
to  deal  with  estates  of  persons  who  died  before  1870. 

Legal  assets  are  defined  to  be  all  those  assets  which  an 
executor  could  recover  by  virtue  of  his  office,  and  whether 
in  Courts  of  Law  or  of  Equity,  although  they  be  mere 
equitable  interests  like  the  equity  of  redemption  upon  a 
mortgage. 
Equitable  assets  are  of  two  kinds — 

Firstly. — ^Those  which  are  so  by  virtue  of  their  own 
nature  and  character,  such  as  the  separate  estate  of  a 
married  woman,  but  these  probably  not  so  since  the 
**  Married  Woman's  Property  Act,  1882,"  and  property 
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ovet  which  the  testator  has  what  is  called  a  general 
power  of  appointment  which  he  has  exercised,  and 

Seconaty — Those  which  b^  so  created  by  the  act  of 

the  testator  such  as  those  portions  of  his  real  estate, 

which  he  has  expressly  charged  with  or  devised  subject 

to  the  payment  of  his  debts. 

If  after  payment  of  all  the  debts  out  of  the  general  assets 

there  be  any  surplus,  but  not  one  sufficient  to  satisfy  the 

claims  of  all  the  beneficiaries  they  as  amongst  themselves 

are  entitled  to  have  the  assets  marshalled  as  it  is  called,  t.^., 

to  have  the  whole  burden  of  the  debts  thrown  on  those 

classes  of  beneficiaries  who  ought  to  be  postponed  to  them, 

or  looking  at  it  from  the  other  side,  there  is  a  certain  order 

in  which  property  given  to  beneficiaries  may  be  taken  by  the 

executor  for  the  purpose  of  paying  debts,  and  this  perhaps 

is  the  best  way  in  which  to  treat  it  for  our  purposes. 

First  of  all  then,  an  executor  ought  to  pay  the  debts  out 
of  such  parts  of  the  general  personalty  as  is  either  not  be- 
queathed at  all  or  only  by  way  of  a  residuary  bequest. 
Secondly,  if  this  should  not  be  sufficient  he  may  resort  to 
such  part  of  the  real  estate  as  has  been  expressly  devised  for 
the  purpose  of  paying  debts.  In  the  third  place,  he  may 
have  recourse  to  such  part  of  the  real  estate  as  has  not  been 
devised  at  all  or  as  to  which  the  devise  has  failed,  and  which 
has  therefore  descended  to  the  testators-at-law.  Fourthly, 
he  may  take  such  portion  of  the  real  estate  as  although  being 
devised  to  that  person  subject  specially  to  the  payment  of 
debts.  In  the  fifth  place  only  can  he  come  upon  pecuniary 
legacies  and  annuities.  Sixthly,  if  all  the  above  classes  be 
not  sufficient  then  such  portion  of  the  estate  whether  realty 
or  personalty  as  has  been  specifically  devised  or  bequeathed 
is  liable  to  be  taken.  Seventhly,  he  may  take  the  person- 
alty over  which  the  testator  had  a  general  power  of  appoint- 
ment, which  has  been  actually  increased  by  deed  or  will. 
And  in  the  last  place  the  paraphernalia  of  the  widow  thus 
consists  of  such  apparel  and  ornaments  given  to  the  wife  by 
her  husband  as  are  suitable  to  her  condition  in  life,  and  as 
are  expressly  g^ven  to  be  worn  as  ornaments  of  her  person 
only  and  not  given  to  her  absolutely.  These  articles  are  as 
before  mentioned  liable  to  the  husband's  debts,  and  may  be 
disposed  of  by  him  during  his  life  by  sale  or  gift  but  not  by 
his  will,  and  if  not  disposed  of  during  his  lifetime  they  be- 
come the  wife's  property  absolutely.  It  must  be  remem- 
bered, however,  that  the  testator  may  by  express  direction 
showing  at  the  same  time  an  intention  to  exonerate  the 
general  personal  estate  from  its  primary  liability,  and  thus 
in  fact  to  make  it  almost  a  specific  bequest,  declare  that  the 
debts  are  to  be  paid  out  of  any  specific  portions  of  his 
property,  realty,  or  personalty,  and  in  that  ca«e  the  persons 
to  whom  snch  property  is  specifically  given  must  take  it 
subject  to  the  burden,  and  in  the  same  way  persons  to  whom 
real  property  devised  which  has  been  charged  or  mortgaged 
by  the  testator  in  his  lifetime,  take  it  subject  to  the  burden 
of  such  charges,  and  cannot  claim  to  have  them  paid  by  the 
executors  as  being  debts  of  the  testator  unless  so  expressly 
directed  in  the  wul. 

This  is  so  provided  by  the  express  statutory  authority,  of 
what  are  known  as  Locke  Kings  Acts,  but  although  they 
include  leaseholds,  the  same  rule  does  not  otherwise  apply 
to  specific  legacies,  nor  to  the  paraphernalia  of  the  wife, 
which,  if  pledged  by  the  testator,  or  otherwise  charged  in  his 
lifetime,  must  be  redeemed'  by  the  executor  out  of  the 
general  estate,  for  the  benefit  of  the  legatee  or  widow. 
When  for  any  of  the  above  purposes  the  executors  have  to 
deal  with  the  real  estate,  or  receive  the  rents  and  profits  of 
any  part  of  it,  they  must  account  for  them  in  the  same  way 
as  I  have  described,  with  reference  to  the  personal  assets  in 
accounts  drawn  up  in  similar  form,  as  stated  at  the  com- 
mencement of  my  lecture,  but  it  must  be  remembered  that 
executors  as  such,  have  nothing  to  do  with  the  real  estate, 
except  so  far  as  it  may  be  needed  for  the  payment  of  debts, 
and  that  the  real  estate  does  not  vest  in  them,  but  that  it 
vests  directly  by  force  of  the  devise,  or  operation  of  law  in 


the  persons  to  whom  it  is  devised,  or  on  failure  of  them  in 
the  testators  heir-at-law,  and  that  they  are  not,  therefore, 
bound  to  get  in  or  protect  the  real  estates,  unless  it  be  needed 
for  debts. 

I  have,  in  this  lecture,  only  spoken  of  executors  strictly  so- 
called,  but  the  duties  of  an  administrator  are  praoticaliy  the 
same,  although  his  rights  are  not  nearly  so  extensive  cg^  the 
very  wide  powers  of  compromise  conferred  by  the  CJonveyanc- 
ing  Act,  do  not  apply  to  him,  and  the  right  of  retainer  does 
not,  in  ordinary  cases,  belong  to  an  ordmaiy  administrator, 
who  is  appointed  as  being  a  creditor  of  the  testator,  and  he 
has  not  such  extensive  rights  of  acting  before  the  letters  of 
administration  are  actuallv  granted  as  an  executor  has 
before  probate.  Of  course  his  duties  must  be  understood 
with  this  difference,  that  except  in  the  case  of  administration 
cum  testament  annexo,  the  beneficiaries  to  whom  he  has  to 
account,  are  the  next  of  kin  of  the  testator  according  to  the 
statute. 

A  cordial  vote  of  thanks  to  the  lecturer  terminated  the 
proceedings. 
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GOODWILL. 


By  William  Habbis. 


The  following  paper  on  the  above  subject  was  read  by  Mr.  « 
William    Harris,    at    the    I6th    Ordinary  Meeting  of  the 
Manchester  Accountants'  Students*  Society,  held  in  the  Old 
Town  Hall,  Manchester,  on  Monday,  the  4th  February,  1881 
at  G.dO  p.m.,  with  Adam  Murray,  Esq.,  F.G.A.,  in  the  chair. 

Mr.  Habris,  on  rising,  said : — 

I  purpose,  with  your  permission,  to  read  a  paper  on  "  The 
Law  and  Practice  in  relation  to  Goodwill." 

I  will  endeavour  to  illustrate  the  principles  of  law  by  refer- 
ences to  some  of  the  leading  cases  on  the  subject,  and  to  help 
to  a  better  understanding  of  the  judgments  given  in  those 
ca^es,  I  will  recount,  as  far  as  needful,  the  facts  of  a  few  of 
them.  It  will  also  be  my  endeavour  to  give  some  instanct?s 
where  the  court  has  settled  the  respective  shares  of  the 
parties  in  the  amounts  obtained  by  a  sale  of  the  goodwill, 
and  whore  possible,  give  the  basis  upon  which  such  value  was 
estimated,  and  the  cases  dealt  with  by  the  court.  I  may 
supplement  by  some  other  instances  where  the  value  has 
been  settled  in  the  ordinary  course  of  practice.  ThroughouC 
I  shall  keep  in  view  the  fact  that  these  notes  are  addressed 
by  a  student  to  fellow  students,  and  I  will  therefore,  where- 
ever  necessary,  indicate  the  source  of  my  authorities,  so  that 
where  this  paper  may  bo  considered  suggestive  rather  than 
exhaustive  of  the  points  dealt  with,  you  will  be  able  to  readily 
follow  the  matter  up. 

I  may,  perhaps,  be  allowed  to  state  in  a  few  words,  why  I 
have  chosen  Groodwill  as  a  subject. 

The  explanation  is  that  at  a  former  meeting  I  rather 
incautiously  drifted  into  remarks  and  opinions,  the  sound- 
ness of  which  I  was  far  from  fooling  assured  of,  and  I  bclieTO 
I  inserted  a  saving  clause  to  that  eflect,  in  what  I  said  at 
the  time.  Since  then  I  have  looked  the  matter  up  a  little, 
and  it  is  tho  notes  which  I  made  in  the  course  of  that 
enquiry — fragmentary  and  incomplete  as  they  are,  which 
form  the  basis  of  what  I  now  proceed  to  deliver. 

Goodwill  may  be  defined  as  being  the  money  value  over 
and  above  the  value  of  the  actual  assets  of  a  concern  (such 
as  book  debts,  stock-in-trade,  machinery  &o.)  which  can  be 
realised  in  cases  of  death,  dissolution,  retirement,  or  liquida- 
tion ;  and  the  circumstances  of  any  given  number  of  cases 
vary  so  much,  that  I  shall  be  content  if  this  definition  is 
generally  bom  out  by  the  particular  cases  I  have  been  able  to 
to  refer  to.  In  the  important  case  of  ChurUm  v.  Dougla*  Vice- 
Chftncellor  Wood,  in  giving  judgment  in  that  case,  said : 
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**  Goodwill  mast  moan  every  positive  advantage  as  contrasted 
with  the  negative  advantage  of  the  late  partner  not  carrying 
on  the  business)  that  has  been  acquired  by  the  old  firm  in 
carrying  on  its  business,  whether  connected  with  the  premises 
in  which  the  business  was  previously  carried  on,  or  with  the 
name  of  the  late  firm,  or  with  any  other  matter  carrying 
with  it  the  benefit  of  the  business." 

The  name  of  a  firm  is  a  very  important  part  of  the  goodwill 
of  the  business,  and  when  you  are  parting  with  the  goodwill 
yoa  mean  to  part  with  all  that  good  disposition  which 
customers  entertain  towards  the  house  of  business,  identified 
by  the  particular  name  or  firm,  and  which  may  induce  them 
to  continue  giving  their  custom  to  it.  That  the  name  is  an 
important  part  of  the  Goodwill  of  a  business  is  obvious, 
when  we  consider  that  there  are,  at  this  moment,  large  firms 
which  do  not  contain  a  single  meniber  of  the  individual 
names  exposed. 

In  his  judgment  in  this  case,  the  Vice-Chancel  lor  referred 
to  some  other  cases  which  had  been  cited  during  the  hearing. 
One  of  these  cases  appeared  to  be  that  of  the  business  of  a 
nurseryman,  and  it  would  seem  as  if  the  judgment  of  Lord 
£ldon  there  given  went  to  prove  that  Goodwill  carried  no 
more  than  the  advantage  of  occupying  the  premises  of  the 
old  firm,  it  being  considered  that  customers  would  actually  go  to 
the  premises  in  order  to  transact  business  (in  that  case  to 
look,  and  it  might  be  to  purchase  plants,  <S:c.,)  and  the  same 
remarks  and  the  same  view  would  appear  to  nave  been  held 
by  Sir  Thomas  Plumer  in  regard  to  a  retail  business,  where 
customers  must  actually  enter  the  shop  in  order  to  make 
their  purchases.  But  these  cases  are  not  analogous  to  that 
of  a  large  wholesale  house.  In  such  a  case  the  point  looked 
at  by  customers  is  the  identity  of  the  house  of  business,  and 
it  would  make  little  difference  if  the  business  were  carried 
on  in  one  street  or  another. 

But  it  is  questionable  whether  such  a  rule  would  even 
apply  to  the  business  of  a  nurseryman,  for  there  are  some 
firms  well-known  over  England  by  their  mere  name,  and  by 
whom  business  is  transacted  very  much  in  the  same  fashion 
as  a  large  wholesale  house. 

In  the  case  of  say  a  newspaper  or  periodical,  the  name  of 
the  pubUcation,  rather  than  the  name  of  proprietors  would 
form  the  goodwill.  For  instance,  the  right  to  use  the  title 
*' Household  Words"  in  respect  of  which  an  action  was 
instituted  on  the  late  Mr.  Charles  Dickens  severing  his  con- 
nection with  that  periodical,  was  decreed  by  the  court  to  be 
sold,  and  was  bought  in  by  Mr.  Dickens  for  a  considerable 
sum. 

The  judgment,  and  the  remarks  made  bv  Vice-Chancellor 
Wood  in  the  case  of  Churton  v.  Douglas,  already  mentioned, 
are  interesting,  and  deal  so  fully  with  various  points  connected 
with  goodwill  that  it  may  be  well  to  give  the  facts  of  the 
case,  which  are  instructive  in  many  respects,  as  follows  : — 
John  Douglas,  the  defendant  and  A.  C.  Churton,  and  G. 
Bankart,  two  of  the  plaintiffs,  carried  on  business  as  stuff 
nierchants,  at  Bradford,  under  the  style  of  John  Douglas 
and  Co.  The  business  was  profitable,  and  the  reputation  of 
tbe  firm  stood  high. 

The  defendant  was  also  partner  in  a  firm  at  Manchester, 
and  desiring  to  take  a  more  active  part  in  that  business,  and 
to  retire  from  the  Bradford  firm,  his  two  partners,  Churton 
and  Bankart  then  arranged  with  Hirst,  the  third  plaintiff, 
that  they  three  should  purchase  the  defendant's  share,  and 
take  over  and  continue  the  business,  and  ultimately  articles 
of  agreement  were  signed  on  the  13th  July,  1857. 

In  these  articles  it  was  agreed,  among  other  things,  that 
the  defendant  should  sell,  and  the  plaintiffs  should  purchase 
from  him  for  the  sum  of  £15,537  10s.  5d.  all  his  shares,  rights 
and  interest  in  the  trade  or  business  then  carried  on  by  him 
and  the  plaintiffs  in  co-partnership  at  Bradford  under  the 
firm  of  John  Douglas  &  Co.  and  the  Goodwill  thereof,  and  all 
other  property,  matters  and  things  belonging  or  appertaining 
to  the  said  partnership.  The  said  sum  of  £15,537  10s.  5d. 
the  purchase  money,  was  the  estimated  amount  of  the  defeu- 


dant's  share  in  the  business  as  it  stood  in  the  books  of  the 
partnership,  plus  a  bonus,  or  profit  as  it  was  called,  of  £1,500. 
The  sale  was  to  take  effect  as  from  1st  January,  1858.  By 
the  articles  also  the  defendant  agreed  to  let,  and  the  plaintiff 
to  take  from  him  for  seven  years,  from  the  said  date  at  a  fixed 
rental,  the  very  premises  ill  which  the  business  had  previously 
been  carried  on,  and  which  were  the  defendant's  property. 

It  appeared  that  unknown  to  the  plaintiffs  the  defendant 
as  early  as  May,  1858,  entered  into  negotiations  vrith  some 
of  the  confidential  and  managing  servants  of  the  firm  of 
which  he  had  until  recently  been  a  partner,  and  having 
informed  them  that  he  intended  to  commence  business  as  a 
stuff  merchant  in  Bradford,  promised  them  an  interest  in 
his  projected  business,  and  thus  succeeded  in  withdrawing 
them  from  the  service  of  the  plaintiffs.  The  defendant  then 
issued  to  the  manufacturers  of  Bradford  a  circular,  dated  from 
Manchester,  15th  January,  1859,  in  which  he  informed  them 
that,  not  having  convenience  at  Manchester  for  conducting 
the  stuff  trade,  this  department  will  be  transferred  to 
Bradford  in  February  next,  when  the  business  will  be  con- 
ducted under  the  firm  of  John  Douglas  &  Co.  In  February, 
1859,  he  issued  to  the  customers  of  the  plaintiffs  another 
circular,  stating  that  he  was  about  to  open  business  in 
Bradford,  in  partnership  with  the  three  other  gentlemen  (the 
servants  of  the  old  partnership  who  had  joined  him)  as  stuff 
merchants,  under  the  style  of  John  Douglas  and  Co.,  and 
asking  for  the  favour  of  their  orders. 

On  the  1st  February,  1859,  one  of  these  three  gentlemen 
also  issued  a  circular  announcing  that  he  had  ceased  to 
represent  Messrs.  Churton,  Bankart  and  Hirst,  and  had 
joined  Messrs.  John  Douglas  and  Co.,  and  asked  for  the 
favour  of  their  orders,  which  might  be  addressed  to  Messrs. 
John  Douglas  and  Co.,  Bradford. 

In  the  same  m'onth,  February,  1859,  the  nremises  next 
door  to  those  tenanted  by  the  plaintiffs  were  placarded  with 
the  name  John  Douglas  and  Co.,  and  large  door  plates  were 
also  put  up  with  the  name  John  Douglas  and  Co. 

In  February,  1859,  the  plaintiffs  filed  a  bill  setting  forth 
the  facts,  and  charging  that  the  defendant's  intention  and 
design  as  .the  plaintiffs  verily  believe,  is  to  represent  his 
business  as  a  continuation  of,  and  in  fact  identical  with  that 
carried  on  by  the  firm  of  John  Douglas  and  Co.,  dissolved  in 
July,  1857,  and  his  proceedings  are  calculated  to  create  an 
impression  to  that  effect  amongst  customers  of  the  plaintiffs 
as  well  as  the  merchants  and  manufacturers  of  Bradford  and 
the  public  generally.  The  bill  prayed  that  the  defendant 
mignt  be  restrained  from  resuming  or  carrying  on  the 
business  of  a  stuff  merchant  in  Bradford,  or  in  the  immediate 
neighbourhood  of  Bradford,  either  alone  or  in  partnership 
with  any  other  person,  and  either  under  the  style  of  John 
Douglas  and  Co.,  or  any  other  style. 

The  defendant  deposed  that  previously  to  the  execution  of 
the  articles,  the  plaintiffs  suggested  to  him  that  he  should 
bind  himself  in  the  articles  not  to  resume  the  busing  of  a 
stuff  merchant  at  or  in  the  neighbourhood  of  Bradfobd,  but 
that  he  distinctly  refused  to  allow  such  a  provision  to  be 
inserted. 

The  defendant  denied  all  knowledge  of  the  letter  issued  to 
the  customers  in  February,  1859,  by  one  of  the  three  servants 
of  the  old  partnership  who  had  joined  him. 

It  was  in  evidence  that  whilst  the  negotiations,  which 
resulted  in  the  articles,  were  pending,  the  plaintiffs  applied 
to  the  defendant  for  permission  to  use  the  style  of  John 
Douglas  and  Co.,  but  that  he  declined  to  give  them  such 
permission. 

Vice-Chancellor  Wood,  in  giving  judgment  said  a  person 
who  sells  his  share  in  a  business  as  a  going  concern  occupies 
a  very  different  position  from  what  he  would  do  if  the  business 
were  wound  up  in  the  ordinary  way,  as  on  a  dissolution.  In 
the  latter  case,  he  would  very  prolMkbly  have  to  be  at  a  loss  in 
the  way  of  bad  debts,  &c.,  which  he  would  not  have  to  bear 
in  the  case  of  a  sale  of  his  interest  as  in  a  going  concern. 
H«  gats,  thorefoie,.a  benefit  by  diBpoeing  of  his  uuoe  ae  « 
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going  concern,  and  it  seems  to  me  that  in  that  view  alone 
the  sale  carried  the  goodwill. 

Upon  a  sale  of  the  Goodwill  of  a  business,  the  vendor  is 
not  precluded  from  carrying  on  a  precisely  similar  business, 
with  all  the  advantage  he  may  be  able  to  acquire  from  his 
own  industry  and  labour,  and  from  the  regard  people 
may  have  for  him,  and  that  in  a  place  next  door,  for  Jexample, 
to  the  very*place  where  the  former  business  was  carried  on. 
And,  upon  the  authorities  it  is  settled  that  if  the  purchaser 
wishes  to  prevent  that  step  from  being  taken,  it  is  his  fault 
if  he  does  not  take  care  to  insert  provisions  to  that  effect  in 
the  deed. 

The  defendant,  1  admit,  has  not  contracted  against  setting 
up  business,  in  opposition  to  the  business  sold  by  him  to  the 
plaintiff,  but  he  must  set  it  up  fairlv  and  distinctly  as  a 
separate  busmess.  and  not  as  the  old  established  business 
which  he  has  sold. 

In  coming  to  a  conclusion  as  to  what  was  intended  by  the 
defendant,  his  whole  course  of  conduct  must  be  taken  into 
consideration ;  and  looking  to  the  way  in  which  he  has  used 
the  name  of  the  old  firm,  setting  up  business  under  that 
name,  next  door  to  the  old  established  business,  and  then 
telling  the  world  that  these  men,  who  are  now  his  partners, 
have  been  fifteen  years  with  him,  it  seems  to  me  that  the 
letter  issued  by  him  must  have  been  purposely  contrived  for 
the  purpose  of  conveying  to  the  world  the  impression  that  it 
was  the  old  firm  going  on  with  the  old  business,  and  that  the 
defendant  was  conducting  it  with  a  new  set  of  partners. 
That  was  an  act  which  I  am  clearly  of  opinion  that  he  was 
not  at  liberty,  after  parting  with  the  goodwill,  to  do,  and  he 
ought  to  be  restrained  from  doing  it. 

It  was  said  if  the  court  cannot  restrain  the  defendant  from 
setting  up  business  again  in  competition  with  tha  old 
business,  of  which  he  has  sold  the  goodwill,  how  can  it  pre- 
vent him  from  using  his  own  name  and  setting  up  business 
under  the  name  of  John  Douglas.  I  answer  that  the 
defendant  is  not  setting  up  business  under  the  name  of  John 
Douglas,  but  under  that  of  Jolm  Douglas  and  Co.  He 
has  joined  others  with  himself,  and  this  brings  it  to  the  case 
of  Bodgers  v.  NowiU,  and  to  that  of  Johanna  Maria  Farina, 
where  people  went  about  and  bought  a  <person  having  a 
similar  name,  to  represent  the  firm,  so  that  thev  might 
introduce  the  name  of  Johanna  Maria  Farina,  addmg  and 
Co. 

How  the  court  would  deal  with  the  case  if  the  business 
had  acquired  reputation  under  that,  single  name  of  John 
Douglas  alone,  it  is  not  necessary  for  me  to  inquire,  but  1 
apprehend  I  should  not  be  compelled  in  such  a  case  to  rely 
on  that  fact  alone,  as  I  do  not  here  rely  on  the  fact  of  the 
use  of  the  name  of  John  Doufflas  and  Co.  as  being  the  only 
ingredient  in  the  case.  But  if  he  acted  in  such  a  way  as 
would  lead  customers  to  believe  it  was  the  old  busjtness  I 
should  hold  then,  as  I  hold  now,  that  he  was  not  at  liberty 
to  trade  under  such  a  misrepresentation. 

An  injunction  was  accordingly  granted,  restraining  the 
defendant  from  resuming  or  canning  on  the  business  of  a 
stuff  merchant  at  or  in  the  immediate  nei^bourhood  of 
Bradford,  either  alone  or  in  partnership  with  any  other  per- 
son or  persons  whatever,  under  the  style  or  firm  of  John 
Douglas  and  Co.,  or  in  any  other  manner  holding  out  that  he 
earned  on  the  business  of  a  stuff  merchant,  in  continuation 
of,  or  in  succession  to  the  business  carried  on  by  the  late 
firm  of  John  Douglas  and  Co. 

In  this  connection  I  may  mention,  too,  that  I  have  heard 
of  a  case  which  arose  under 'similar  circumstances  to  those 
referred  to  in  the  above  judgment,  viz.,  the  setting  up  of  a 
business  in  the  same  name  as  that  of  a  business  already 
established,  the  latter  being  that  of  Dent,  well  known  for 
the  excellence  of  their  gloves.  Tho  new  firm  under  this 
name  was  set  up,  I  understand,  in  Manchester,  and  in  con- 
sequence htigation  was  instituted,  but  with  what  result  I  do 
not  know.  Perhaps  someone  present  may  be  able  to  say  as 
to  thii. 


Bearing  on  the  same  point,  I  have  heard  that  many  years 
ago,  on  the  winding  up  of  the  business  of  a  celebrated  firm 
of  cotton  cloth  prmters,  in  London,  they  were  offered  a 
large  sum — it  is  said  £80,000~for  the  mere  use  of  their 
name,  but  the  offer  was  absolutely  refused. 

It  was  thought  at  one  time  that  on  the  dissolution  of  a 
firm  bv  the  death  of  a  partner,  the  goodwill  belonged  to  the 
surviving  partner.  In  the  case  of  Hanmiond  v.  Douglas,  the 
Lord  Chemcellor  is  reported  to  have  said  "  that  npon  a 
partnership  without  articles,  the  (Goodwill  survives ;  and  a 
sale  of  it  cannot  be  compelled  by  the  representatives  of  the 
the  deceased  partner ;  being  the  rig^t  of  the  survivor  which 
the  law  gives  him  to  carry  on  the  trade ;  it  is  not  partnership 
stock  of  which  the  executors  can  compel  a  division. 

This  case  is,  however,  a  rather  old  one  (1800),  and  more 
recent  decisions  over-rule  it. 

In  the  case  of  Smith  v.  Everett,  this  question  was  raised* 
Mr.  Everett  and  Mr.  Smith  carried  on  business  as  bankers. 
The  bank  was  of  old  establishment,  and  was  one  of  issue  and 
deposit  under  the  Bank  Regulation  Act,  7  and  8  Vict.  e.  32. 
There  were  no  articles  of  partnership,  and  profits  were 

rdly  divided.  The  bank  premises  were  the  property  of 
Everett,  and  had  been  rented  from  him  by  the  partner- 
ship firm. 

Mr.  Smith  died  in  July,  1856,  and  the  business  was  oon. 
tinned  by  Mr.  Everett  alone  until  February,  1857.  In 
December,  1856,  some  gentlemen  of  the  name  of  Pinckney 
entered  into  negotiations  with  Mr.  Everett  for  a  sale  of  the 
business,  but  as  any  new  firm  would,  under  the  act  referred 
to,  lose  the  privilege  of  issuing  notes,  they  required  as  a  tine 
qua  non  of  any  purchase  of  the  business  by  them  that  Mr. 
Everett  should  enter  into  a  temporary  partnership  with  theuL 
In  January,  1857,  an  agreement  was  come  to  by  which  Blr. 
Everett,  in  consideration  of  £10,000  paid  to  him,  agreed  to 
enter  into  partnership  with  Messrs.  Pinckney  for  one  year. 
He  also  agreed  to  grant  them  a  lease  of  the  bank  premises 
for  seven  years,  with  the  option  of  becoming  the  parchasers 
during  that  period.  Messrs.  Pinckney,  were  to  take  aU 
profits  and  bear  all  losses,  and  to  indenmify  Mr.  Everett  who 
bound  himself  to  take  an  active  part  in  the  management  of 
the  bank. 

Subsequently  to  this  in  March,  1857,  Mr.  Everett  sent  to 
two  of  the  executors  of  Mr.  Smith  a  copy  balance  sheet 
which  was  adopted  by  them,  and  the  share  of  the  deceased 
settled  upon  the  figures  shown  therein,  and  the  amount  paid 
by  Mr.  Everett.  £i  this  balance  sheet  no  credit  was  given  to 
the  estate  of  Mr.  Smith  for  any  share  of  the  amount 
obtained  by  the  sale  of  the  bueiness.  A  similar  account  was 
sent  to  the  widow  of  Mr.  Smith,  who  was  also  an  executrix 
under  his  will,  but  she  insisted  that  the  testator  was  entitled 
to  a  moiety  of  the  value  of  the  goodwill,  and  required  to  be 
furnished  with  particulars  of  the  sale  by  Mr.  Everett.  She 
in  no  way  concurred  in  the  settlement  made  by  her  two  co- 
executors,  and  even  dissented  from  the  account  furnished. 
In  December,  1857,  Mr.  Smith  filed  a  bill,  praying  a  declara- 
tion that  the  estate  of  Mr.  Smith  was  entitled  on  his  death 
to  one  moiety  of  the  Qoodwill  of  the  banking  bosiness  d 
Everett  and  Smith,  and  that  Mr.  Everett  might  pay  to  the 
executors  of  Mr.  Smith  one  moiety  of  the  £10,000  with 
interest. 

Sir  John  Bomilly,  M.R.,  in  delivering  judgment,  said : — 

I  entertain  no  doubt  that  if  two  persons  carry  on  busines 
and  one  of  them  dies,  a  share  of  the  Goodwill  (where  it  is  of 
any  value  at  all)  forms  part  of  the  estate  of  the  deceased 
partner,  and  his  share  of  it  is  in  proportion  to  his  share  in 
the  concern.  But  this  must  be  Imiited  by  the  rights  of  the 
surviving  partner,  and  the  consequences  which  necessarily 
follow  from  the  death  of  one  of  the  partners. 

The  master  also  directed  an  fmquiry  to  be  made  as  to  the 
value  of  the  share  of  the  goodwill  to  which  the  representa- 
tives of  the  deceased  partner  would  be  entitled,  and  reference 
to  this  will  be  made  hereafter. 

In  regard  to  this  case,  it  may  now  be  asked  if  thttsorviviiig 
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partner  had  continued  the  business  permanently  and  alone, 
and  an  action  had  been  commenced,  praying  for  a  share  ojf 
the  goodwill,  whether  the  goodwill  would  have  been  of  any 
value  whatever  ;  for  it  is  hardly  likely  that  anyone  would 
have  purchased  it  in  view  of  the  intention  of  the  surviving 
partner  to  continue  the  business,  with  all  the  advantages 
which  he  would  inevitably  have  in  retaining  his  hold  on  it 
against  any  stranger. 

Under  such  circumstances  it  is  plain  that  the  Goodwill 
would  practically  continue  to  the  surviving  partner,  without 
his  paying  anything  for  it  to  the  representatives  of  the 
deceased  partner.  This  is  clearly  put  in  I.iindley  vol.  2  pp. 
860,  861.  But  the  actual  sale  by  the  surviving  partner  of 
the  goodwill,  removed  a  great  dL£culty,  and  put  the  case  on 
quite  a  different  ground.  The  question  then  remaining  for 
decision  was,  what  proportion  of  the  amount  would  the 
representatives  of  the  deceased  be  entitled  to  ? 

In  the  Manchester  Guardian  of  5th  March,  1879,  the  follow- 
ing appeared . — 

"  A  novel  point  was  raised  before  the  [Court  of  Appeal 
yesterday.  Mr.  Stewart,  of  the  firm  of  Ogilvy,  Gillanders 
and  Co.,  of  Liverpool,  and  the  firm  of  Ogilvy,  Arbuthnot  and 
Co.,  of  Calcutta,  sought  to  have  it  established  that  his 
partners,  the  defendants,  had  not  power  to  expel  him  from 
the  firm,  and  that  if  they  had,  that  he  was  entitled  to  a 
share  of  the  goodwill  of  the  business  in  the  proportion  ia 
which  he  took  profits.  The  first  point  had  been  decided  by 
Mr.  Justice  Fry  against  the  plaintiff,  and  the  second  point 
in  his  favour.  The  Master  of  the  Rolls  ruled  yesterday  that 
the  goodwill  of  a  business  might  be  sold,  but  that  it  was 
never  sold  alone  for  the  benefit  of  a  retiring  partner.  The 
articles  of  partnership  provided  that  everything  susceptible 
of  valuation  should  be  valued,  but  in  no  balance  prepared 
since  the  firm  conunenced,  was  there  an  instance  of  the 
goodwill  being  set  down  as  an  asset.  The  appeal  of  the 
defendants  was  therefore  allowed,  with  costs.  In  this  judg- 
ment Lords  Justices  James  andBramwell  concurred." 

I  have  not  referred  to  the  report  of  this  case,  and  it  would 
not  be  wise  to  rely  too  much  upon  the  scanty  information 
contained  in  the  newspaper  paragraph.  It  however  appears 
to  directly  raise  a  point  of  great  importance  and  interest  to 
Accountants,  viz.,  the  question  whether  goodwill  should  or 
should  not  ordinarily  be  brought  into  the  balance  sheets  of  a 
business.  It  would  seem  as  if  the  judges  thought  that  the 
amission  from  the  balance  sheets  was  at  least  one  reason 
why  goodwill  should  not  be  allowed  for  to  the  retiring  partner. 
On  this  point,  the  case  of  Hall  v.  Hall,  20  Beavan  139,  will, 
I  think,  be  found  instructive.  I  have  not  had  time  to  refer 
to  the  report,  but  I  understand  in  that  case  the  partnership 
articles  prescribed  the  method  in  which  the  partnership 
property  was  to  be  valued  to  a  surviving  or  continuing 
partner,  but  did  not  specifically  mention  that  anything  was 
to  be  allowed  for  goodwill,  and  it  was  held  in  that  case  that 
the  retiring  partner  was  not  entitled  to  anything  in  respect 
of  his  share  of  the  goodwill. 

At  this  point  the  remarks  of  Lord  Justice  Lindley  may  be 
suitably  quoted.  He  says  (vol.  2  p.  864) :  "  In  framing 
articles  of  partnership,  too  great  care  cannot  be  taken  to 
express  as  clearly  as  possible  what  is  intended  to  be  done 
with  remct  to  goodwill ;  and  in  order  to  avoid  all  ambiguity 
the  word  itself  should  be  made  use  of." 

It  may  occur  to  some  that  the  ma'  ters  so  far  referred  to 
all  relate  to  partnerships  of  a  commercia  nature,  and  it  may 
be  asked  in  what  way  is  the  goodwill  of  a  business  of  a  pro- 
fessional nature  regarded  ?  In  CoUyer  on  partnerships  it  is 
said  that  the  goodwill  of  a  business  of  a  professional  nature 
attaches  to  the  person  rather  than  to  any  other  subject.  Such 
I>art  of  it  as  is  not  personal  is  so  small  that  equity  will  not 
regard  it  as  a  matter  of  sale,  even  where  the  partnership  is 
without  articles.  It  seems  cleeur,  therefore,  that  upon  the 
death  of  one  partner,  the  goodwill  in  these  cases  will  survive 
to  the  survivor.  The  remarks  of  a  judge  on  this  point  are 
given.    He  is  reported  to  have  said  that  wheie  a  partnezBhip  [ 


si  formed  between  professional  persons,  as  surgeons,  and  one 
dies,  the  other  is  not  obliged  to  give  up  the  business  and  sell 
the  connection  for  the  joint  benefit  of  himself,  and  the  estate 
of  his  deceased  partner,  and  that  when  such  partnerships 
determine,  unless  there  be  stip'ilations  to  the  contrary,  each 
must  be  at  liberty  to  continue  his  own  exertions,  and  where 
the  determination  is  by  the  death  of  one,  tha  right  of  the 
survivor  cannot  be  affected.  Such  partnerships,  he  said, 
were  very  different  from  commercial  partnerships.  Mr. 
CoUyer  then  says  *'  upon  the  same  principles  Sir  John 
Leach  held  in  a  (then)  recent  case,  that  the  goodwill  in  a 
business  of  a  personal  nature  is  not  assets  in  the  hands  of  an 
administrator.  A.,  a  country  attorney  having  died  intestate 
B.,  a  London  attorney,  and  a  friend  of  the  fiumil^,  with  the 
consent  of  A*8  widow,  took  out  letters  of  administration  to 
A's  estate.  It  was  then  agreed  between  B  and  the  widow 
that  B  should  carry  on  A's  business  of  attorney,  until  A's 
son  should  come  of  age  .  at  which  period  the  latter  was  to 
take  it  upon  himself.  B  accordingly  conducted  the  business 
for  the  time  agreed  upon  at  his  own  expenses,  pajring  the 
widow  half  the  profits.  Ux>on  A's  son  afterwards  becoming 
insolvent,  one  of  his  creditors  filed  a  bill  against  B  for  an 
account  of  the  profits  of  the  concern  during  the  time  it  was 
in  his  hands  ;  insisting  that  a  sum  of  money  was  due  from 
B  to  A's  estate,  in  respect  of  the  Goodwill  of  A's  business, 
and  charging  maladministration  on  the  part  of  B.  But  Sir 
John  Leach,  M.K.,  dismissed  the  bill,  on  the  ground  that  the 
goodwill  of  a  traide  of  a  personal  nature,  as  that  of  an 
attorney,  was  not  a  subject  of  administration. 

My  inference  from  the  reported  facts,  brief  as  they  are, 
is  that  the  goodwill  of  that  particular  business  did  survive, 
for  the  widow  of  the  deceased  attorney  did  actually  receive 
money  for  what  certainly  appears  to  have  been  the  goodwill 
of  the  business.  The  case,  however,  is  very  old  (1830),  and 
whatever  it  does,  or  does  not,  establish,  the  tendency  of 
modem  decisions  is  undoubtedly  unfavourable  to  the  opinion 
that  goodwill  survives. 

It  is  not  at  all  an  unknown  thing  for  a  business,  or  a  share 
in  a  business  of  a  professional  nature,  to  be  sold,  and  if  one 
of  two  partners  in  such  a  business  died  and  the  survivor  sold 
the  business  (suppose  for  example  it  were  sold  under  an 
arrangement  similar  to  that  in  the  case  of  ''Smith  v. 
Everett,"  where  the  continuing  partner  entered  into  a  tem- 
porary partnership  with  the  purchaser)  it  is,  I  think,  not  at  all 
improbable  that  in  such  a  case  the  Court  would  hold  the  re- 
presentatives of  the  deceased  partner  to  be  entitled  to  a  share 
of  the  proceeds  of  the  goodwill,  as  was  held  in  the  case  of 
Smith  V.  Everett.  If  in  such  a  case  the  survivor  did  not  sell 
the  Goodwill,  but  continued  the  business  alone,  it  would  of 
course  immediately  add  to  the  difficulty  of  determining 
whether  the  representatives  of  the  deceased  could  claim  a 
Goodwill  of  any  value. 

In  Lindley  it  is  said,  speaking  of  the  business  of  a  solicitor, 
that  if  no  agreement  is  come  to,  each  partner  may,  after  a 
dissolution,  do  his  best  to  induce  the  old  clients  to  continue 
him  as  their  sole  solicitor.  So  far  as  I  have  seen,  however, 
nothing  is  said  as  to  the  rights  of  the  parties  in  the  event 
of  the  death  of  a  partner,  nor  have  I  been  able  to  hear  of  any 
case  which  would  decide  the  point. 

It  may  be  mentioned  that  the  "  Act  to  Amend  the  Law  of 
Partnership,  28  and  29  Vict.  c.  86,  bears  in  one  respect 
upon  our  subject.  The  object  of  this  Act,  as  you  are^  doubt- 
less aware,  was  to  make  clear  if  indeed  any  doubt  existed  on 
the  point,  that  tiie  sharing  of  profits  did  not  of  itself  consti- 
tute the  person,  so  sharing,  a  partner  in  the  business. 

In  this  Act,  among  other  thmgs,  it  was  enacted  that  *'  Ko 
person  receiving  bv  way  of  annuity,  or  otherwise,  a  portion  of 
the  profits  of  any  business,  in  consideration  of  the  sale  by 
him  of  the  Groodwill  of  such  business  shall  by  reason  only  of 
such  receipt  be  deemed  to  be  a  partner  of,  or  be  subject  to 
the  liabilities  of  the  person  carrying  on  such  business,"  and 
in  the  event  of  any  such  trader  as  aforesaid  being  adjudged 
a  bankrupt,  or  taking  the  benefit  of  any  Act  for  tihe  relief  of 
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insolvent  debtors,  or  entering  into  an  arrangement  to  pay  his 
creditors  less  than  twentyshillings  in  the  pound,  or  dying 
in  insolvent  circumstances,  the  vendor  of  a  goodwill,  as 
aforesaid,  shall  not  be  entitled  to  recover  any  such  profits 
as  aforesaid,  until  the  clauses  of  the  said  trader  for  valuable 
consideration  in  money,  or  money's  worth,  have  been 
satisfied. 

It  will  be  noticed  that  the  vendor  is  apparently  entitled  to 
prove  in  respect  of  the  value  of  the  goodwill  itself ;  the  dis- 
qualification would  seem  to  extend  only  to  the  share  of 
profits  he  mav  be  entitled  to. 

In  a  case  already  referred  to,  the  Vice  Chancellor  isrepored 
to  have  said  that  the  vendor  of  a  goodwill  may  set  up  busi- 
ness the  next  day,  and  at  the  next  door  to  the  old-established 
business,  unless  there  be  an  agreement  to  the  contrary.  As 
this  refers  to  an  important  principle,  it  may  be  suitable  to 
make  a  few  remarks  thereon. 

The  purchaser  of  a  goodwill  would,  it  is  apprehended,  like 
if  possible  to  secure  himself  against  future  opposition  on  the 
part  of  the  vendor,  as  indeed,  assuming  that  he  pays  a  fair 
price  for  the  business,  he  would  be  perfectly  right  m  attempt- 
mg.  But  in  this  connection  it  is  important  to  remember 
that  the  courts  of  Law,  and  even  more  so  the  courts  of  Bquity, 
view  with  extreme  suspicion  and  disfavour  all  contracts  made 
in  restraint  of  trade,  and  therefore  in  any  agreement  made 
between  the  parties  the  purchaser  should  be  extremely  care- 
ful lest,  in  attempting  to  secure  too  much,  he  loses  all.  In 
order  that  a  contract  in  restraint  of  trade  should  be  good  at 
law,  it  has  at  least  to  comply  with  three  conditions,  viz : — 


(1)  The  restraint  must  be  partial. 


2)  The  consideration  must  be  adequate. 

(3)  The  conditions  must  be  reasonable. 

Under  the  first  head,  it  may  be  said  that  a  contract  between 
two  persons  whereby  one  binds  himself  not  to  employ  him- 
self or  his  capital  in  any  useful  undertaking  in  the  Kingdom 
would  be  held  to  be  void.  But  partial  restraints,  as  where  a 
person  bound  himself  not  to  carry  on  trade  within  a  certain 
city  or  district ;  where  an  attorney  bound  himself  not  to 
practise  his  profession  within  London  and  one  hundred  and 
fifty  miles  from  thence ;  and  where  the  restraint  was  not  to 
run  a  coaoh  upon  a  particular  road ;  were  upheld  by  the 
Oonrt. 

Under  the  second  head,  adequacy  of  consideration,  it  is 
not  likely  that  much  difficulty  would  arise.  At  all  events, 
this  phase  of  the  case  would  have  to  be  dealt  with  accord- 
ing to  the  view  held  by  the  Court,  as  to  the  value  of  the 
goodwill,  compared  with  the  amount  paid  for  it.  It  is 
probable  however  that  cases  brought  to  enforce  such  con- 
tracts, bv  the  purchase  of  a  goodwill  would  be  of  a  kind 
where  the  purchaser  had  really  paid  a  fair  price  for  the 
goodwill,  and  where  accordingly,  so  far  as  the  amount  of 
consideration  was  concerned,  he  would  have  a  good  case. 

Upon  the  third  head,  viz.,  that  the  restraint  must  be 
reasonable,  a  judge  has  said  that  no  '*  better  test  can  be 
applied  to  the  question,  whether  reasonable  or  not,  than  by 
considering  whether  the  restraint  is  such  only  as  to  afiord  a 
fair  protection  to  the  interests  of  the  party  in  favour  of 
whom  it  is  given,  and  not  so  large  as  to  interfere  with  the 
interests  of  the  public." 

Whatever  restraint  is  larger  than  the  necessary  protection 
of  the  ^rty  can  be  of  no  benefit  to  either ;  it  can  only  be 
oppressive,  and  if  oppressive  it  is  in  the  eye  of  the  law 
unreasonable.  .  Whatever  is  injurious  to  the  interest  of  the 
public,  is  void,  on  the  grounds  of  public  policy.  No  certain 
precise  boundary  can  be  laid  down  within  which  the  re- 
straint would  be  reasonable  and  beyond  which  excessive. 
As  illustrations,  the  following  may  be  mentioned  : — 

Where  a  surgeon  had  restrained  himself  not  to  practise 
within  ten  miles  of  the  plaintiff's  residence,  the  restraint 
was  upheld  by  the  Court. 

Where  a  surgeon  dentist  had  agreed  not  to  practise 
within  100  miles  of  a  certain  oitv,  the  agreement  was  held 
Toid  on  the  gromid  of  unreasonableness. 


In  the  case  already  referred  to  of  an  attorney,  who  bound 
himself  not  to  practise  within  London,  and  150  miles  from 
thence,  the  distance  was  held  to  be  reasonable.  It  was 
probably  considered  that  the  nature  of  an  attorney's  busi- 
ness differed  greatly  from  that  of  a  surgeon  dentist,  and 
accordingly  a  distance  which  would  have  been  considered 
unreasonable,  for  the  protection,  in  one  instance,  was  con- 
sidered reasonable  in  another. 

In  the  case  of  Harrison  v.  Gardner  (2nd  March)  one  or 
two  partners  in  a  business  retired,  and  arbitrators  were 
appointed  to  fix.  the  amount  which  should  be  paid  to  the 
retiring  partner  for  his  interest  in  the  goodwill.  The 
arbitrator  estimated  the  amount  at  £500,  but  in  coming  to 
this  conclusion,  they  acted  on  a  verbal  understanding  that 
the  retiring  paiter  would  not  again  set  up  business  in  the 
vicinity  of  the  old  established  business.  The  retiring 
partner  having  set  up  business  in  the  same  street,  he  was 
restrained  by  the  Court  from  doing  so  on  the  ground  of 
fraud. 

Thus  far  I  have  dealt  with  cases  of  goodwill  coming 
under  review  by  the  Courts,  mainly  for  the  purpose  of  showing 
what  is,  by  authority,  thus  declared  to  be  of  the  nature  and 
bearing  of  the  property  covered  by  this  word.  Closely 
associated  with  the  very  essence  of  the  question  is  that  of 
the  amount  in  each  particular  case,  where  some  value  is 
admitted,  and  the  mode  of  arriving  at  such  figure,  otherwise 
the  valuation  thereof,  and  thus  a  matter  of  great  import- 
ance, and  also  of  great  difficulty. 

The  manner  in  which  this  is  done  varies  very  much,  and 
there  can  hardly  be  said  to  be  any  rules  for  guidance  in  such 
cases,  it  being  often  a  mere  matter  of  bargain,  one  party 
striving  to  get  as  much,  and  the  other  side  to  give  as  little 
as  possible,  without  any  of  the  influences  which  govern 
trade  in  ordinary  conunodities. 

The  personal  element  is  an  important  part  of  the  question, 
each  case  thus  standing  upon  its  merits,  and  being  settled 
in  accordance  with  facts  and  circumstances  which  might 
not  be  the  same  in  any  two  instances. 

In  the  case  of  Cook  v.  Collingridge,  Lord  Eldon  said  "  if 
by  goodwill  is  meant  the  value  of  the  chance  that  the 
customers  of  partners  retiring  altogether,  will  deal  with 
tho6€t  who  purchase  from  such  retiring  partners  and  succeed 
to  their  establishment,  a  goodwill  of  that  nature  cannot  be 
valued  on  the  same  principle  as  where  the  persons  retiring 
but  not  retiring  altogether  from  trade,  have  also  a  chance,  and 
as  great  a  chance  of  carrying  the  old  customers  into  their  new 
establishment."  His  Lordship  further  said,  that  in  order  to 
bring  the  goodwill  fairly  to  sale,  intending  purchasers  should 
be  informed  of  the  last  three  or  four  years'  profits,  and  who 
the  customers  were. 

In  another  case,  Mellersh  v.  Keen  (No.  2),  one  of  the 
partners  in  a  firm  of  bankers,  had  become  permanently 
mcapable  of  performing  his  part  of  the  partnership  con- 
tract, and  the  Court  decreed  a  dissolution.  An  inquiry  was 
directed  by  the  Court  as  to  what,  if  anything,  was  the  value 
of  the  goodwill  on  the  date  of  dissolution,  having  regard  to 
the  circumstance  that  the  plaintiffs  (the  continuing  putners) 
were  at  liberty  to  carry  on  the  business,  and  to  issue  notes 
without  the  name  being  considered  part  of  the  goodvnll. 
The  chief  clerk  found  that  £2,297  13s.  7d.  was  the  value  of 
the  goodwill,  and  the  basis  upon  which  this  amount  was 
arrived  at,  was  explained  in  his  report  which  proceeded  as 
follows : — 

'*  I  have  calculated  the  above  value  on  the  principle  that 
the  goodwill  might  have  been  sold  together  with  the  lease- 
hold interest  in  the  house  and  premises  in  which  the 
partnership  business  was  carried  on,  and  which  formed  part 
of  the  assets  of  the  partnership,  and  that  the  purchaser  of 
the  business  would  have  had  the  possession  of  the  house  and 

E remises,  and  that  the  books  of  tne  partnership  would  have 
een  handed  over,  and  the  accounts  of  the  customers  of  the 
partnership  transferred  to  such  purchaser,  and  that  the 
enitomeiB  would  have  been  infonned  of  sneh  tnasferi  ajid 
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that  such  goodwill  was  worth  one  gear's  purchase  of  the 
net  annual  profits  of  the  hanking  husiness,  calculated  on  an 
average  of  three  y  ecus  ending  on  the  31st  day  of  Decemher,  1858. 
The  Master  of  the  Bolls  (Sir  John  Bomilly),  affirmed  the 
certificate  of  the  Chief  Clerk,  and  in  the  course  of  hii 
remarks  said ; — 

"  I  think  the  Chief  Clerk  has  come  to  a  right  conclusion. 
The  difficulty  of  ascertaining  the  value  of  the  goodwill  of  a 
business  is  very  great ;  it  is  of  a  shadowy  character,  and  a 
very  slight  thing  ^1  increase  or  diminish  its  value.  I  have 
no  doubt  thafc  the  evidence  of  the  eight  or  nine  bankers  who 
have  said  it  was  worth  nothing,  may  be  perfectly  true  in  one 
sense,  that  nothing  could  have  been  more  easy  than  to  have 
sold  it  in  such  a  way,  that  nobody  would  have  given  a 
penny  for  it.  But  the  Court  is  bound  to  look  at  it  in  this 
point  of  view :  What  it  would  have  produced,  if  it  had  been 
sold  in  the  most  advantageous  manner  and  under  such 
circumstances,  that  it  would  have  produced  the  largest  sum 
for  ail  parties  interested." 

The  case  of  Smith  v.  Everett,  already  referred  to,  is  useful, 
as  showing  not  only  the  law  as  to  goodwill  in  a  pcirtnership 
without  articles,  but  also  as  showing  the  manner  in  which 
the  Court  settled  the  shares  of  the  respective  parties  in  the 
£10,000  obtained  for  the  sale  of  the  business.  Th£  difficulty 
of  fairly  apportiozung  this  amount  in  question  will  be  better 
understood  when  it  is  mentioned  that  the  Bank  Begulation 
Act,  7  and  8  Vict.,  c.  82,  previously  referred  to,  prohibits 
(s.  10}  any  new  bank  issuing  bank  notes,  or  any  existing 
bank  (s.s.  11  and  13)  issuing  more  than  their  average 
amount.  But  it  promises  (s.  11)  that  the  right  of  any  com- 
pany or  partnership  to  continue  to  issue  such  notes,  shall 
not  be  in  any  manner  prejudiced  or  affected  bv  any  change 
which  may  thereafter  taJce  place  in  the  personal  composition 
of  such  company  or  partnership.  It  was  decided  tnat  the 
representatives  of  the  deceased  partner  were  entitled  to  a 
share  in  a  sum  of  £10,000  obtained  by  the  surviving 
partner  for  the  sale  of  the  business.  The  Master  of  the  BoUs 
had  made  a  decree  to  the  following  effect : — 

**  I  must  then  direct  an  enquiry,  how  much  of  the 
£10,000  was  paid  in  respect  of  the  share  of  Mr.  Smith  in 
the  goodwill  of  the  business,  having  regard  in  making  such 
enquiry  to  the  following  facts. 

(1.)  That  the  premises  in  which  the  partnership 
business  is  carried  on  belonged  to  the  defendant  Mr. 
Everett. 

(2.)  That  the  defendant  Mr.  Everett  was  entitled  to 
carry  on  the  business  of  a  banker  at  Salisbury,  in 
the  same  premises,  after  the  goodwill  had  been 
sold. 

(3.)    That  there  survived  to  Mr.  Everett  the  sole  and 
exclusive  right  of  issuing  notes." 
By  the  certificate  it  was  found,  having  regard  to  the  above 
facts,  that  £2,000  was  paid  in  respect  of  Mr.  Smith's  share 
in  the  goodwill  of  the  business.    It  is  not  mentioned,  how- 
ever, upon  what  basis,  this  amount  was  arrived  at,  whether  it 
was  computed  on  the  past  profits  of  the  business  or  otherwise. 
So  much  as  to  instances  where  the  vsilue  has  been  settled 
by  the  Court.    The  following  are  a  few  instances  which  have 
occurred  in  the  ordinary  course  of  practice : — 

A  well-known  retail  business  being  in  the  market,  the 
manufacturers  who  had  supplied  the  business  with  goods 
decided  to  buy  the  concern.  The  whole  of  the  stock  in 
trade,  fittings,  Ac,,  together  with  the  goodwill,  were  bought 
for  a  round  sum  of  £9,000,  and  after  the  business  was 
transferred,  the  purchasers  then  estimated  the  value  of  the 
stocks  and  fittings,  the  amount  then  remaining  as  the  price 
paid  for  the  goodwill  appeared  to  be  about  £5,000.  In  this 
case  the  premises  were  neld  on  a  lease,  and  in  the  books  of 
the  retail  business  a  goodvnll  account  was  opened,  and  the 
amount  standing  to  the  debit  being  written  off  by  yearly 
transfers  from  the  Profit  and  Loss  Account  of  an  amount 
sufficient  to  extinguish  the  item  at  the  date  of  the  termina- 
tion of  the  Lease. 


I  think  that  the  selling  of  the  goodwill  together  with  the 
stock,  &c.,  is  commonly  done  in  the  cases  of  conversions  of 
large  businesses  into  Limited  Companies,  and  according;ly 
in  such  cases  the  amount  fixed  as  tne  price  of  the  goodwill 
would  be  merely  arbitrary,  and  not  based  on  the  principle  of 
so  many  years*  purchase  on  average  profits. 

An  auctioneer  and  estate  agent,  who  had  a  large  connec- 
tion, required  a  partner,  and  having  concluded  an  arrangement 
with  a  gentleman  desirous  of  entering  into  business,  it  was 
stipulated,  among  other  things,  that  the  incoming  partner 
should  pay  for  a  share  in  the  goodwill  of  the  already  esta- 
blished business.  The  profits  for  the  three  years  last  pro- 
ceeding the  partnership  averaged  about  £1,800,  and  the  value 
of  the  goodwill  was  estimated  at  three  years  average  on  this 
amount,  and  upon  this  basis  the  incoming  partner  paid 
£2,700,  being  his  one  half  share. 

It  may  just  be  mentioned  that  in  this  case,  had  the  ori- 
ginal parbier  died,  or  retired  altogether  from  the  business,  it 
is  probable  that  the  goodwill  would  have  had  no  marketable 
value,  as  the  business  had  acquired  reputation  under  his 
name  and  management.  The  same  remark,  I  should  ima- 
gine, would  apply  to  the  business  of,  say  a  doctor.  I  under* 
stand  it  is  usual  where  a  practice  is  transferred,  for  the 
transferor  to  receive  something  like  one  year's  profits  for  the 
sale  of  the  practice,  and  of  course  the  purchaser  is  properly 
installed,  before  the  actual  retirement  of  the  original  prac- 
titioner. But  in  the  case  of  the  death  of  a  doctor  or  sur- 
geon, it  is  obvious  that  there  wo\ild  be  no  value  in  the  good* 
will,  as  a  sale  under  those  circumstances  would  confer  no 
advantages  upon  the  purchaser.  A  case  of  this  kind  was 
brought  under  my  notice  a  short  time  ago,  where  the  widow 
of  a  deceased  professional  gentleman  wished  to  sell  the  prac- 
tice, but  it  was  felt  that  nothing  could  be  conferred  by  a  sale 
as  a  perfect  stranger  would  have  almost  the  same  chance  as 
any  purchaser  would. 

A  manufacturing  business  was  carried  on  within  a  few 
miles  from  Manchester  for  about  ten  years  under  an  admin- 
istration, the  business  being  managed  by  two  sons  of  the 
proprietor,  who  had  died  intestate.  At  the  end  of  the  ten' 
years  accounts  were  made  up,  and  it  was  found  that  the  pro- 
fits had  averaged  about,  say,  £4,000  per  annum.  The  two 
brothers,  who  then  bought  the  business  from  the  family, 
deemed  that  there  would  be  a  goodwill,  which  they  consi- 
dered would  be  fairly  worth  two  years'  purchase  on  the  aver- 
i^e  amount  of  profits  for  the  period  during  which  the 
business  had  been  carried  on,  ana  the  sum  of  £8,000  was 
accordingly  paid  by  them  for  the  goodwill.  This  amount 
was  settled  with  the  approval  of  the  accountants  who  acted 
for  the  estate,  and  was  considered  by  them  a  fair  and 
liberal  price. 

In  the  case  of  a  certain  business  in  London,  for  the  pur- 
pose of  transfer  on  the  death  of  the  proprietor,  to  some  of 
the  family,  the  goodwill  had  to  be  valued,  and  it  was  esti- 
mated as  being  worth  one  and  a  half  year's  profits ;  on  the 
average  for  three  years  preeeding  the  death. 

The  next  is  a  rather  peculiar  case.  A  surveyor  who  had 
some  private  practice,  but  whose  main  income  was  from  an 
appointment  m  connection  with  a  Building  Society,  died, 
and  his  executors,  wishing  to  make  the  most  of  the  good- 
will of  his  business,  held  out  as  an  inducement  to  an  in- 
tending purchaser,  the  probability  of  the  purchaser  being 
appointea  his  successor :  this  of  course  could  not  be  guar- 
anteed, and  even  if  the  appointment  could  be  guaranteed, 
the  intending  purchaser  felt  that  the  members  of  the  board 
might  have  their  own  favourite  to  put  in  as  soon  after  as 
they  could  manage  to  find  a  fault  with  the  purchase,  which 
might  be  no  difficult  matter.  On  the  whole,  the  business 
was  so  uncertain  that  the  negotiation  for  a  sale  of  the  good- 
will fell  through. 

A  record  of  the  sale  and  transfer  of  banking  businesses, 
during  the  past  twenty  years  would,  I  have  no  doubt,  give 
some  remflurkable  information  as  to  the  amounts  paid  in 
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some  c&ses  for  Goodwill.  I  understand  that  when  the  Dis- 
trict Bank  (Manchester)  took  over  the  business  of  Messrs. 
Loyd,  Entwistle  &  Co.,  about  the  year  18G3,  the  amount 
paid  for  goodwill  was  £100.000. 

From  a  consideration  of  these  and  other  instances,  I  con- 
ceive that  the  soundest,  and  the  most  satisfactory  methods 
of  arriving  at  the  value  of  goodwill  is  to  base  the  purchase 
money  on  the  principle  of  a  short  annuity.  Of  course  this 
method  is  not  always  practicable,  but  wherever  it  can  be 
adopted,  I  think  it  infinitely  preferable  to  any  other.  The 
amount  of  the  annuity,  and  the  period  over  which  it  should 
extend  would  of  course  vary  with  circumstances.  In  a 
commercial  business,  the  tendency  would  probably  be  to 
ask  a  comparatively  large  sum,  payable  in  a  comparatively 
short  time.  In  a  professional  business,  the  tendency  would 
perhaps  be  to  extend  the  period.  Three  years,  and  seven 
years*  would  perhaps  be  about  a  fair  time  for  the  respective 
businesses.  But  in  both,  the  payment  should  be  of  the 
nature  of  a  proportion  of  the  profits  actually  accrued  to  the 
purchaser.    In  this  way,  supposing  the  proportion  of  the 

Strofits,  and  the  period  of  repayment  to  be  settled,  the  ven- 
or  would  get  precisely  the  worth  of  what  he  had  sold,  and 
the  purchaser  would  have  in  like  manner  to  pay  a  fair  price 
for  his  puxohase. 

At  the  conclusion  of  the  lecture  Mr.  James  Boardman, 
F.C.A.,  rose  to  propose  a  vote  of  thanks  to  Mr.  Harris  for  his 
able  paper,  winch  he  thought  was  a  compilation  of  very 
valuable  data.  Mr.  Boardman  instanced  a  cose  relating  to 
the  subject  which  came  under  his  experience,  and  before 
concluding  said  that  he  thought  it  would  greatly  add  to  the 
pleasure  and  usefulness  of  the  lectures  if  it  were  possible  to 
nave  them  printed  on  slips,  and  distributed  to  members 
previously  to  being  delivered,  it  was  witJi  much  pleasure  he 
moved  the  vote  of  thanks. 

Mr.  Edwin  Storer  A.C.A.,  in  seconding  the  same,  said  he 
wished  to  add  his  testimony  to  the  very  able  manner  in 
which  the  information  had  been  put  forward  in  the  lecture,  and 
he  felt  sure  it  must  have  cost  Sir.  Harris  much  time  and 
trouble  to  prepare.  Mr.  Storer  supported  what  Mr.  Boardman 
had  said  about  having  lectures  prmted  before  delivered.  He 
then  proceeded  to  speak  of  various  classes  of  goodwill,  but 
urged  that  unless  a  sum  had  been  actually  paid  for  goodwill, 
no  account  should  appear  under  that  head  in  a  balance 
sheet.  He  thought  that  it  would  be  a  very  desirable  thing 
if  solicitors  would  submit  to  accountants  draft  articles  of 
partnership,  or  even  wills,  for  in  such  documents  grave  errors 
often  occurred  through  a  want  of  the  knowledge  of  accounts, 
such  as  was  possessed  by  Chartered  Accountants. 

The  motion  being  put  to  the  meeting,  a  hearty  vote  of 
thanks  was  accorded. 

On  the  request  of  the  President 

Mr.  Edwin  Guthrie,  A.G.A.  rose,  and  in  the  course  of  his 
remarks  said  that  the  subject  of  Goodwill  was  one  that  could 
be  generalised  but  not  particularised,  it  was  a  matter  into 
which  a  calm  and  clear  judgment  must  enter,  as  there  were 
no  two  cases  alike,  and  made  the  subject  a  very  difficult  one 
with  which  to  deal.  In  considering  goodwill,  one  had  to 
bear  in  mind  pnerson,  place,  trademark  or  article.  Speaking 
of  the  subject  in  regard  to  professional  practices,  he  said  it 
is  necessary  to  estimate  how  much  business  or  practice  is 
dependent  on  the  actual  effects  of  the  person  who  carried 
same  on.  The  staff  of  a  j^rofessional  establishment  might 
be  able  to  carry  on  the  business  and  make  the  decease  of  a 
principal  their  opportunity,  and  so  upset  the  value  of  the 
goodwill,  as  far  as  the  sale  of  it  went.  Thus  there  were 
many  items  to  be  taken  into  consideration  ;  in  treating  for  the 
goodwill  of  a  business  it  would  be  wise  to  stipulate  that  the 
Tendor  (if  the  principal)  should  remain  for  a  period  in  the 
business,  so  as  to  thoroughly  introduce  the  purchaser  to  the 
customers  or  clients.  Goodwill  was  an  awkward  question  in 
book-keeping,  and  it  was  a  dangerous  matter  where  it  did 
ooour,  not  to  write  it  off  by  adequate  depreciation.  In  con- 
oluBion  he  strongly  advocated  the  transformation  of  all  very 


large  commercial  concerns  into  Limited  Liability  Compamei 
and  also  the  insurance  of  the  life  of  partners,  so  that 
businesses  were  not  crippled  by  the  sudden  decease  of  a 
partner,  and  consequent  realization  of  assets  or  withdia^&l 
of  capital. 

Mr.  M.  L.  Walkden  raised  a  point  that  occurred  in  the 
case  of  Churton  v.  Douglas,  cited  by  the  lecturer,  and 
amongst  other  remarks  said  that  after  all  the  only  value  of 
goodwill  was  what  could  bo  obtained  for  it  when  it  was  for 
disposal,  hence  the  mistake  of  over-estimating  such  value, 
aud  aPo  .ving  it  to  remain  as  an  asset  in  the  balance  sheet. 

Mr.  Sutton  asked  Mr.  Harris,  in  his  reply,  to  re-state  a 
point  in  the  case  Churton  v.  Douglas. 

Mr.  W.  R.  Clarke  and  Mr.  Herman  Moller  both  rose  to 
signify  their  thanks  to  Mr.  Harris  for  his  lecture. 

Mr.  A.  E.  Piggott  said  he  thought  the  subject  of  goodwill 
was  a  somewhat  important  matter,  somewhat  overlooked. 
He  referred  to  various  remarks  that  had  already  been  made, 
and  instanced  a  local  case  where  two  shops,  wishful  to  prove 
a  coimection  and  consequent  goodwill  to  their  business,  both 
styling  themselves  "The  old  original shop  "not hav- 
ing the  legend  inscribed  on  the  front  "  removed  from  the 
opposite  side  "  the  other  the  words  "  never  removed."  He 
spoke  of  the  price  usual  considered  equivalent  for  bona  fide 
insurance  business  goodwill,  usually  two  years*  purchase, 
and  concluded  by  expressing  his  appreciation  of  toe  paper 
that  had  been  read. 

Mr.  Adam  Murray,  E.G. A.,  the  chairman,  said  that  before 
calling  upon  Mr.  Harris  to  reply,  he  would  like  to  supple- 
ment what  had  been  said  about  the  lecture,  as  he  had 
listened  to  it  not  only  with  pleasure,  but  also  profited  by  it. 
He  thought  that  the  agreement  for  the  purchase  of  the 
Goodwill  in  re  Churton  v.  Douglas  had  been  very  loosely 
entered  into,  and  he  urged  the  importance  of  providing  for 
Goodwill  in  Partnership  Articles,  in  many  ^that  had  come 
before  him  for  perusal,  the  subject  was  hardly  mentioned. 
He  agreed  with  Mr.  Guthrie  that  in  large  concerns  the 
interest  of  partners  ought  to  be  put  into  a  convertible  shape, 
as  by  making  the  compainr  a  limited  one.  After  a  few  other 
remarks  he  called  upon  Mr.  Harris  to  reply. 

Mr.  Harris  acknowledged  the  vote  of  thajiks,  and  in  reply 
to  members'  criticisms  remarked  that  he  thought  as  a  rule 
the  papers  read  were  not  so  keenly  criticised  as  they  ought  to 
be,  but  there  would  now,  no  doubt,  be  an  improvement  in  thii 
respect  if  a  printed  synopsis  of  the  paper  were  distributed  to 
members,  so  that  they  could  better  follow  the  speaker. 

The  point  raised  by  Mr.  Walkden  was  really  a  practical 
difficulty  more  than  a  legal  question.  The  difficulty  lay  in 
this,  that  although  the  legal  right  of  the  representatives  of 
the  deceased  in  the  case  referred  to,  might  be  conceded,  still 
if  the  surviving  partner  carried  on  the  business  permanently 
and  alone,  the  goodwill,  as  far  as  the  representation  of  the 
deceased  was  concerned,  would  be  valueless,  because  it  was 
not  probable  that  under  the  circumstances  any  purchaser 
could  be  found  for  it,  the  survivyig  partner  would  really 
possess  all  that  gave  its  value. 

On  the  question  of  goodwill  appearing  on  a  balance-sheet, 
raised  by  Mr.  Storer,  he  agreed  with  that  gentleman  in 
thinking  that  a  large  amount  ought  not  to  be  allowed  tc 
stand  under  such  a  heading.  Still  it  seemed  as  if  cases  of 
actual  hardships  had  arisen  from  the  entire  omission  of  such 
an  item  from  the  balance  sheet.  Perhaps  an  open  entrf 
with  wording  to  the  effect  that  the  value  was  to  be  paid  is 
cases  of  retirement  or  dissolution  would  suffice.  At  all 
events  there  should  be  a  clear  understanding  wbat  the  inten- 
tions of  the  partners  were  regarding  goodwill  in  cases  of 
retirement,  and  perhaps  it  would  not  be  out  of  place  for  w. 
auditor  to  ask  the  question,  leaving  the  settlement  to  the 
clients  themselves,  but  taking  care  that  the  accounts  were 
so  made  up  as  to  preclude,  as"  far  as  possible,  subsequent 
litigation. 

He  was  obliged  to  Mr.  Sutton  for  pointing  out  a  cleriesl 
error  in  the  statement  of  the  terms  of  injunction  in  Chuitoc 
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▼.  Doaglas,  which  ha  then  restated. 

There  were  many  aspects  of  the  matter  which  remained  to 
be  dealt  with,  and  which  would  almost  be  sufficient  for 
another  paper. 

The  law  on  the  allied  subiect  of  Trade  Marks,  for  instance, 
and  the  manner  in  which  goodwill  is  treated  by  the 
authorities  at  Somerset  House,  are  two  of  many  other 
branches  of  the  subject  with  which  his  notes  had  not  dealt. 

A  Yote  of  thanks  to  Mr.  Murray  for  his  conduct  in  the 
chair  brought  the  proceedings  to  a  close. 

It  was  announced  that  the  annual  general  meeting  of  this 
society,  previously  announced  to  be  held  on  the  20th  of 
February,  had  been  postponed  till  Monday  erening  the  dith 
March,  1884,  at  the  Memorial  Hall. 


INSTITUTE     OP     CHAETERED     ACCOUN- 
TANTS IN  ENGLAND  AND  WALES. 


INTEBMEDUTE  EXAMINATION,  DECEMBER,  1883. 

(Continued  from  our  last  issue.) 

Thb  Biobtb  akd  Duties  of  IiIQUIdatobs, 
Tbustkes,  and  Beceiyxbs. 


BAirXBUPTGT  ACT,  1869. 

Qnestion  1.  Is  a  Trustee  appointed  by  Special  or  Ordinary 
Reaolution  ?     State  the  majority  required  for  such  Besolu- 
tion. 
Answer.  A   Trustee   under  this  Act  was  appointed  by 
ordinary  resolution  of  the  creditors,  who  had  power  to 
leave  his  appointment  to  a  committee  of  inspection.  An 
ordinary  resolution  was  to  be  decided  by  a  majority  in 
ralue  of  the  creditors  present  personally,  or  by  proxy,  at 
the  meeting,  and  voting  on  the  resolution. 
Q.  S.    What  is   the  dinerence  between   a  "Beceiver" 
and  a  '*  Beceiver  and  Manager  "  ? 
A.     A    Beceiver    was    appointed    by    the    Court    after 
presentation  of   the  petition,  on   proof   of    sufficient 
grounds.  His  duty  was  to  take  possession  of  the  debtor's 
property,  or  business,  or  any  part  thereof.    A  Beceiver 
and  Manager  not  only  took  possession  of  the  business, 
but  when  necessary  carried  it  on  so  long  as  was  deemed 
necessary  for  the  mtimate  benefit  of  the  creditors. 
Q.  3.  Give  a  short  statement  of  the  duties  of  a  Trustee. 
A.  The  duties  of  a  Trustee  are : — 

To  manage  a  bankrupt's  afiEairs  under  superintendence 
of  committee  of  inspection,  (if  any). 

To  summon  from  time  to  time  general  meetings  of 
creditors  for  the  purpose  of  ascertaining  their  wishes. 

To  sue  and  be  sued  by  his  officiaJ  title,  to  hold 
property,  make  contracts,  enter  into  binding  engage- 
ments, and  do  all  necessaiy  acts. 

To  pay  all  sums  of  money  received  by  him  into  such 
bank  as  the  creditors  appoint. 

Every  three  months  to  call  a  meeting  of  the  creditors 
who  were  to  audit  his  accounts,  and  also  to  keep  proper 
books  in  which  to  enter  the  minutes  of  meetings,  Ac. 

BAirXBUPTCT  ACT,  1883. 

Q.  4.  State  under  what  circumstances  a  Trustee  can  be 
appointed  under  the  Bankruptcy  Act,  1883. 

A.  Where  a  debtor  is  adjudged  bankrupt,  or  the 
creditors  have  resolved  that  he  be  so  adjudged,  they 
may,  by  ordinary  resolution,  a^ipoint  a  fit  person  to  be 
Trustee,  or  may  leave  his  appomtment  to  the  committee 
of  inspection,  if  one  is  icppointed. 

Q.  5.  How  must  the  accounts  of  a  Trustee  be  audited  ? 

A.  The  Trustee's  accounts  shall  be  sent  not  less 
than  twice  every  year  to  the  Board  of  Trade,  or  as  they 
direct,  to  be  audited.    The  accounta  shall  be  in  the 


prescribed  form,  and  the  Board  of  Trade  shall  cause  the 
accounts  so  sent  to  be  audited,  and  the  Trustee  shall 
furnish  the  Board  with  all  necessary  information,  and  a 
copy  of  the  accounts,  when  audited,  shidl  be  filed  and 
kept  by  the  Board. 

DUTIES  OF  OFFICUL  LIQUIDATORS. 

Q.  1.  Give  a  short  statement  of  the  duties  of  an  Official 
Liquidator. 
A.  The  Official  Liquidator  shall  take  into  his  custody, 
or  under  his  control,  all  the  property,  effects,  and  things 
in  action,  to  which  the  company  is  or  appears  to  be 
entitled,  and  shall  perform  such  duties  in  reference  to 
the  winding  up  of  the  company  as  may  be  imposed  by  the 
court.    He  shall  also,  with  all  convenient  speed  after  he 
is  appointed,  proceed  to  make  up,  complete,  and  rectify 
the  hooks  of  the  company,  and  shall  provide  such  books 
of  account  as  shall  be  necessary,  or  as  the  Judge  shall 
direct,  including  a  ledger   which    shall    contain    the 
separate  accounts  of  the  contributories. 
Q.  2.  What  is  the    difference    between    the   powers    of 
a  liquidator  and  an  Official  Liquidator  ? 
A.   The   Official  Liquidator  has  power  wUh   the  sanc- 
tion of  the  Court 

To  bring  or  defend  any  action,  suit,  or  prosecution,  or 
other  legal  proceeding,  civil  or  criminal,  in  the  name, 
and  on  behalf  of,  the  Company. 

To  carry  on  the  business  of  the  Company  so  far  as  the 
same  may  be  necessazy  for  the  beneficial  winding  up  of 
the  same. 

To  sell  the  real  and  personal  estate  and  things  in 
action  of  the  Company,  by  public  auction  or  private 
contract,  with  power  to  transfer  the  whole,  or  any  part, 
to  any  person  or  Company. 

To  do  all  acts,  and  execute  all  deeds  and  other 
documents  on  behalf  of  the  Company,  and  for  that 
purpose  to  use  the  Company's  seal  wnen  necessary. 

To  prove,  rank,  and  draw  dividends  in  the  event  of  the 
bankruptcy  of  a  contributory. 

To  draw,  accept,  make,  and  endorse  any  bill  of  ex- 
change, or  promissory  note,  on  behalf  of  the  Company, 
and  to  raise  money  upon  the  security  of  the  assets  of  the 
Company  when  requisite. 

To  take  out  letters  of  administration  in  his  official 
name  to  any  deceased  contributory. 

To  do  and  execute  all  such  other  things  as  may  be 
necessary  for  winding  up  the  affairs  of  the  Company, 
and  distributing  the  assets. 

A  Liquidator  may,  without  the  sanction  of  the  Court, 

exercise  all  the  powers  given  to  the  Official  Liquidator. 

Q.  3.  What  must  an  Official  Liquidator  do  witn  moneys 

which  he  receives  ? 

A.  The  Official  Liquidator  shall  pay  into  the  Bank  of 

England  to  the  account  of  the  Official  Liquidator  of  the 

Company,  all  money  received  by  him  within  seven  days 

next  after  such  receipt,  unless  uie  judge  shall  otherwise 

direct,  and  in  default  shall  pa^  10/-  for  eveiy  himdred 

pounds  for  every  seven  days  during  which  he  &ils  to  pay 

the  money  into  the  Bazik  of  England,  and  the  judge 

shall  disallow  his  remuneration  or  salary. 

Q.  4.  State  the  proper  course  to  be  followed  in  order  to 

compromise    with   a    contributory    under    a   compulsory 

winding  up. 

A.  Where  any  compromise  is  proposed  between  a  Company 

which  is  being  wound  up  by  the  Court,  and  the  creditors 

of  such  Company,  the  Court  itiay,  on  the  application  of 

any  creditor,  or  Uie  liauidator,  order  a   meeting   of 

creditors  to  be  summoned  as  the  Court  shall  direct,  and 

if  a  majority  in  number  representing  three-fourths  in 

value,  either  personally,  or  present  by  proxy,  shall  agree 

to  such  compromise,  it  shall,  if  sanctioned  by  the  Court, 

be   binding   on   the   contributories   and   also  on  th« 

liquidator  of  the  Company. 
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Q.  5.  State  how  the  Accounts  of  Receipts  and  Pa3rni6nt8 

of  the  Liquidation  are  to  be  passed  under  the  Winding-up  of 

a  Company, — (a)  Voluntary  Winding-up,  (6)   Supervisional, 

(c)  Compulsory. 

A.  In  the  ca^e  of  a  voluntary  winding-up,  the  liquidators 

shall  make  out  an  account  showing  the  manner  in 

which  the  winding-up  has  been  conducted,  and  how  the 

property  of  the  Company  has  been  disposed  of,  and  phall 

call  a  general  meeting  of  the  Company  for  the  purpose 

of  having  the  accounts  laid  before  them,  nnd  hearing  any 

explanations  that  may  be  given  by  the  liqiiidntors.    The 

meeting  shall  be  called  by  advertisement  in  the  London 

Gazette  if  in  England,  and  shall  be  published  one  month 

before  the  meeting,  and  the  time,  place,  and  object  of  it 

must  be  stated.    Three  months  after  the  registration  of 

such  meeting  the  Company  shall  be  considered  to  be 

dissolved. 

b  and  c.  The  accounts  of  the  Official  Liquidator  are  to 

be  left  at  the  judge's  chambers  at  the  times  directed  by 

the  order  appointing  him,  and  at  such  other  times  as 

may  from  time  to  time  be  required  by  the  judge,  and 

such  accounts  shall,  upon  notice  to  such  parties  (if  any), 

as  the  judge  shall  direct,  be  passed  and  verified  in  the 

same  manner  as  reoeiver's  aceounts. 


THE    SHEFFIELD    CHARTEEED    ACCOUN- 
TANTS' STUDENTS'  SOCIETY. 


An  ordinary  meeting  of  the  above  society  was  held  on  the 
ISth  March,  at  Hooles'  Chambers,  Sheffield. 

The  meeting  was  held  in  the  form  of  a  first  meeting  of 
oreditors  under  the  Bankruptcy  Act,  1883.  In  re  Jason 
SoppSf  residing  at  Wort  Hall,  and  carrying  on  business  as 
a  common  brewer,  under  the  style  of  "  The  Blue  Ribbon 
Brewery  Company." 

The  notice  summoning  such  meeting,  had  been  sent  out 
under  form  No.  57,  and  had  the  following  summary  of 
Statement  of  Affairs  appended : — 

THE  BANKRUPTCY  ACT,  18B8. 

In  the  Connty  Court  of  Torkshire  holden  at  Sheffield. 

In  Bankruptcy.  No.  0001,  of  1884. 

Be.  Jason  Hopps,  residing  at  Wort  Hall,  Ranmoor,  in  the  Parish  of 

Sheffield,  in  the  County  of  York,  and  carrying  on   business   at  the 

Temperance  Brewery,  in  Sheffield  aforesaid,  as  a  Common  Brewer, 

under  the  style  or  firm  of  "  The  Blue  Ribbon  Brewery  Company.** 

SUMMARY  OF  STATEMENT  OF  AFFAIRS. 
LIABILITIES, 

£       s.    d.       M       8.    d. 

Unsecured  Creditors    42,999    0    0 

Creditors  fullv  secured    81,150    0    0 

Estimated  value  of  Securities  . .    46,400    0    0 

Surplus  to  Contra 16,860    0    0 

Creditors  partly  secured 7,160    0    0 

Estimated  value  of  Securities  ..      6,200    0    0 

960    0    0 

Other  liabiliUes  2,090    0    0 

Liabilities  on  BUls  other  than 

Debtors' own  Acceptances  ..      1,096    0    0 

Ezpeeted  to  Rank 896   0   0 

£46fi61    0    0 

A88ST8, 

iB       s.    d.         £       1.    d. 
Slook  Id  Trade  (held  by  secured 

Creditor) 000 

ook  Debts— Good S140   0   0 

„  Doubtful 8890    0    0 

„  Bad 19,600  0    0 

82,790    0    0 

Estimated  to  pieduoe 860   0   0 

OashatBankers 800    0   0 

„    in  Hand 60   0   0 

860    0    0 

Bills  of  Exohange— Estimated  to 

pfoduoe 60    0   0 


Household  Furniture,  fto. 

Other  Property   

Surplus  from  Securities  . . 


Deduct  Preferential  Creditors 


1.160  0  0 

16,000  0  0 

15,950  0  0 

84,900  0  0 

1.758  0  0 

£82,547  0  0 


Cavhes  or  FxiT.r  RE.— Decreasing  Trade,  Bad  Debts,  and  failure  of  an 
Investment  in  n  local  Cnal  nnd  Iron  Company. 

OrriciAL  Ulci.i villi's  Observations  (if  jlhy).  From  the  enquiries  I 
have  made  of  the  Debtor,  I  see  no  reason  to  doubt  his  statements.  Time 
has  not  porniitt^d  nie  to  complete  the  posting  of  his  books  for  the  pur- 
pose of  making  a  full  examination  of  the  same. 

Mr.  S.  T.  Gill,  A.C.A.,  had  been  appointed  Official 
Receiver  under  the  name  of  A.  Shorn ;  L.  C.  Cropper,  Special 
Manager ;  Joseph  Hall,  debtor  under  the  names  of  Jason 
Hopps  ;  and  H.  J.  Wei  Is,. debtor's  solicitor. 

The  Official  Receiver  first  read  the  Debtor's  Statement  of 
Affairs,  which  had  been  skilfully  prepared  on  the  forms  pro- 
vided by  the  Act,  by  Mr.  Hall,  and  which  showed  a  deficit  of 
£13,810. 

The  ordinary  members  of  the  society  had  been  put  down 
in  the  Statement  of  Affairs  as  creditors,  and  for  the  purpose 
of  the  meeting  all  present  were  taken  as  having  proved  their 
debts,  and  lodged  the  same  with  the  Official  Receiver  in  due 
form. 

After  the  reading  of  the  Statement  of  Affairs,  the  Special 
Manager  produced  his  trading  account  since  his  appointment 
to  the  date  of  the  meeting,  showing  a  profit  of  £32  Ss.  4d., 
but  he  explained  that  against  this  should  be  taken  a  propor- 
tion of  the  licenses,  &c.,  which  he  had  not  estimated. 

The  debtor's  Solicitor  then  propotinded  a  scheme  of 
arrangement,  with  an  offer  of  12s.  in  the  pound,  payable  56. 
in  three  months,  4s.  in  6  months,  Ss.  m  12  months,  from 
dates  of  approval  of  scheme  by  Court,  and  sigjied  by  the 
Debtors  and  other  responsible  party  to  satisfaction  of  a  com- 
mittee of  inspection. 

The  preferential  creditors  and  all  costs  to  be  paid  by  the 
debtor  and  a  trustee  to  be  appointed  to  realize  the  estate, 
draw  the  bills,  settle  claims,  &c.,  at  a  cost  of  not  more  than 
£600. 

In  making  this  offer,  he  said,  without  any  reduction  the 
estate  showed  about  14^  per  cent,  in  the  pound,  and  after 
allowing  say  £5,000  for  expenses,  if  woimd  up  in  bankruptcy, 
it  left  say  12s.  in  the  pound.  The  attention  of  creditors  was 
then  called  to  a  paragraph  in  an  indenture  as  to  some 
patents,  which  the  debtor  had  valued  in  his  assets  at  £15,000 
but  which  in  case  of  bankruptcy  would  be  lost  to  the  estate. 

The  clauses  read  thus  : 

"  That  in  the  event  of  the  said  Jason  Hopps  being 
adjudicated  bankrupt,  the  said  patent  shall  revert  to 
the  patentee  absolutely. 

After  questioning  the  debtor,  criticising  his  state- 
ment of  aJffairs,  and  the  trading  on  accotmt  of  the 
special  manager,  and  listening  to  a  most  eloquent 
pleading  on  the  part  of  the  Official  Receiver  that  they 
should  give  the  new  Act  a  trial." 

It  was  proposed  by  Mr.  T.  C.  Parkin,  and  seconded  by  Mr. 
Bell,  that  *'  the  debtor's  proposal  for  a  composition  (under 
section  18)  in  satisfaction  of  the  debts  due  to  them  from  the 
debtor  should  be  entertained. 

An  amendment  proposed  bv  Mr.  J.  W.  Best,  and  seconded 
by  Mr.  J.  S.  Walker,  that  "  the  debtor  shall  be  adjudicated 
bankrupt,  and  that  the  Official  Receiver  do  apply  to  the 
Court  to  make  the  adjudication,"  was  ultimately  earned. 
Creditors  to  the  value  of  £14,178,  voting  for  the  original 
motion,  and  £21,847  against. 

Mr.  J.  W.  Best  was  afterwards  appointed  trustee,  and  a 
Committee  of  Inspection,  consisting  of  five  members  was  also 
appointed. 

The  proceedings,  which  were  taken  i>art  in  by  a  large 
number  of  members,  and  which  were  of  a  lively  and  interest- 
ing nature  throughout,  closed  with  a  vote  of  thanks  to  the 
chairman  and  to  Mr.  Hall,  the  debtor. 
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BOOKKEEPING COU  tiuucd . 


Trial  Balance. 

1 
1 

£ 

6. 

d.     £ 

s. 

d. 

Creditors 

3,000 

0 

0 

Dobtors 

..     4,000 

0 

0 

Bills  payable . . 

2,000 

0 

0 

Bills  receivable 

..     3,000 

0 

0 

j                 Nominal  acoouots 

..     1,600 

0 

0 

Private  accounts 

8,500 

0 

0 

8,500 

0 

0 

Cash  in  hand.. 

..     6,000 

0 

0 

£13,500 

0 

0  13,500 

0 

0 

NOTICE. 

In  consequence  of  the  great  pressure  on  our  columns,  wo 
find  that  it  would  be  impossible  to  complete  the  answers  to 
the  last  Examinations  Papers  before  the  new  Examination 
comes  on,  and  having  so  many  important  lectures  and 
reports  standing  over  for  want  of  space,  we  have  decided 
to  abandon  the  questions  and  answers  for  the  last  examina- 
tion. 

Wo  propose,  however,  if  we  meet  with  sufficient  support, 
to  issue  an  extra  Examination  Number  during  the  month 
succeeding  each  examination,  containing  all  the  questions 
and  answers  to  the  intermediate  and  final. 


ERRATUAf. 

In  our  last  number,  on  page  264,  column  2,  the  follow- 
ing appears :  "  In  making  this  ofier,  he  said,  without  any 
reduction  the  estate  showed  about  14}  per  cent,  in  thc 
pound,  kc."  Those  of  our  readers  who  understand  anything 
about  figures,  on  taking  this  paragraph  with  the  context  will 
clearly  see  that  the  "printer's  devil"  has  again  been  at 
work,  and  substituted  14}  per  cent,  for  14s.  {d. 


Profit  a7td  Loss  Account. 

Before  the  balance  sheet  can  be  made  up,  it  is  clear  that 
the  profit  and  loss  account  must  be  finally  adjusted,  as  also 
the  drawing  and  capital  accounts.    Many  book-keepers  can 
keep  their  books  well  until  this  point  is  reached,  land  then 
their  powers  cease  owing  to  want  of  proper  knowloJge.    The 
trading   account  must  first  be  disposed  of.      If  the  pur- 
chases and  sales,  and  stock  account  are  kept  separately, 
they  must  be  brought  into  the  one  account  which  will  sho'.v 
the  stock  at  starting,  and  p*archasos  on  the  debit  side,  and 
the  sales  and  stock  in  hand  on  the  credit  side.  The  difference 
between  them  is  the  gross  profit  which  is  transferred  to 
credit  of  profit  and  loss  account,  the  stosk  m  hand  which 
was  put  in  to  the  credit  being  carried  forward  to  the  debit. 
If  any  other  sources  of  profit  exiat,  such  as  discounts,  or 
commission,  &c.,  they  must  be  transferred  in  like  m:inncr 
to  the  credit  of  profit  and  loss ;  all  outgoing.;  such  as  ofiice 
expenses,  trade  charges,  discounts,  rent,  salaries,  carriage, 
insurance,  must  in  '.similar  manner,  but  reversed,  be  trans- 
ferred to  the  profit  and  loss  account,  due  allowance  be 
made    for   depreciation  of    machinery,    leases,    furniture, 
provision  for  bad  and  doubtful  debts,  be  made,  interest  on 
capital   (under  the  terms  of  the  partnership  if  any),  be 
debited  to  profit    and  loss,  and  credited  to  the  drawing 
accounts  and  what  then  remains  is  the  profit  or  loss  which 
must  be  transferred  to  the  drawing  accounts.    The  profit 
and  loss  items  and  especially  those  relating  to  depreciation, 
etc.,  require  special  treatment  and  knowledge,  as  there  is 
no  one  fixed  standard  upon  which  to  work,  and  experience 
alone  can  enable  one  to  exercise  proper  judgment  with 
regard  thereto. 
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For  instanoe  with  regard  to 

Stock-taking, 

Some  persons  take  their  stock  at  selling  price,  and  deduct 
an  arbitrary  percentage  therefrom,  others  will  put  a  more 
or  less  increase  on  it,  sudh '  as  5  per  cent,  per  annum  on 
wines  which  they  cannot  sell  at  cost,  while  others  will  con- 
tinue to  carry  forward  unsaleable  stock  at  full  cost,  year 
after  year.-  On  this  point,  therefore,  great  discretion  is 
necessary.  The  usual  principle  is  to  take  at  cost  with  a 
proper  deduction  for  any  stock  which  has  depreciated. 

Drawing  Accounts, 

This  account  is  charged  with  any  moneys  withdrawn  by  a 
principal  or  partner  on  account,  or  in  anticipation  of 
his  profits  ;  at  the  balancing  period,  interest 
on  capital  (if  allowable)  is  credited  thereto,  and  the  profit  or 
share  of  profit  earned.  The  balance  then  shown  is  trans- 
ferred to  the  credit  of  the  person's  capital  account  if  he  has 
drawn  less  than  he  is  entitled  to,  to  the  debit  of  that  account 
if  he  has  drawn  more. 

Capital  Account, 

This  Account — unless  further  capital  has  been  brought  in 
during  the  period — should  only  be  disturbed  at  the  balanc- 
ing periods,  and  then  only  in  order  to  add  to  or  deduct 
therefrom  the  alteration  produced  by  the  working  out  of  the 
drawing  account  balance  sheet. 

(To  he  continued.) 


AUDITING. — Continued, 


As  stated  in  our  last  number,  the  Cash  Book  is  the  most 
important  in  the  whole  series,  and  the  audit  of  that  should 
be  as  complete  as  possible.  All  vouchers  for  payments 
made,  should  bo  arranged  in  proper  order,  and  as  far  as 
possible  duly  certified  as  correct,  and  no  entry  passed  with- 
out its  corresponding  voucher,  even  for  petty  cash  a  voucher 
should  be  prepajred  and  signed  by  the  person  making  the 
disbursements.  In  addition  to  this,  besides  checking  the 
entries  in  the^cash  book  against  the  vouchers,  the  entries 
should  be  chocked  with  the  counterfoils  of  the  cheque  book, 
which  book  being  checked  with  the  bank  pass  book  should 
render  any  discrepancy  almost  impossible.  The  debit  side  of  the 
cash  book  is  not  so  easily  checked,  as  in  many  cases  it  is 
mpossible  to  tell  what  amounts  have  been  received,  but  by 
insisting  on  printed  receipts  with  corresponding  counterfoils 
being  always  given,  the  chance  of  money  being  received 
without  being  accounted  for  is  minimised.  We  further 
recommend  the  auditor  to  make  close  enquiries  into  all 
amounts  appearing  as  unpaid  in  the  books,  and,  if  necessary, 
mskke  his  enquiries  from  the  person  to  whose  debit  they 
stand  direct.  As  soon  as  possible  after  the  end  of  each 
month,  the  ca-;h  book  should  be  balanced,  and  the  balance 
agreed  with  that  of  the  bank  pass  book  making  due  allow- 
ance for  cheques  drawn,  but  not  cashed  at  the  date  up  to 
which  the  bank  pass  book  is  made. 

The  book  of  next  importance,  in  fact  with  regard  to  show- 
ing the  actual  position  of  any  trading  concern  of  vital  im- 
portanoe  is  the  Joomal,  this  book  should  be  a  complete 


record  of  all  the  transactions  which  take  place  during  eacb 
month.  Cash  received  and  cash  paid,  goods  sold,  goods 
bought,  acceptances  given  and  received,  in  fact  all  transac- 
tions must  appear  in  this  book.  Bat  although  everything  whicli 
teJces  place  must  be  recorded  in  the  Journal,  it  is  not  necessaiv 
to  give  all  the  details  in  that  book,  and  if  the  nominal  accounts 
appear  in  a  condensed  form,  it  is  sufficient ;  the  details  being 
given  in  the  cash,  day,  invoice,  and  bill  book,  respectively, 
great  care  must  however  be  taken  to  see  that  the  various 
items  which  make  up  the  daily  totals  under  the  nominal 
headings  are  correctly  posted  in  the  personal  ledger. 

To  make  an  audit  complete,  every  transaction  should  be 
checked    and    traced    right   through,    that    is    of    course, 
supposing  that  the  persons  whose  books  are  being  audited, 
wishes  the  transaction  to  be  thorough,  irrespective  of  cost. 
Goods  sold  should  be  checked  from  the  order  into  the  d&r 
book,  and  all  extensions  gone  through  ;  goods  bought  should 
be  checked  against  the  invoices  sent  with  them,  and  the 
invoices  themselves  carefully  examined  and  checked  before 
being  passed.    The  journal  having  been  completely  checked, 
the  postings  from  that  book  to  the  ledger  must  next  be  gone 
through,  and  when  this  is  done  the  trial  balances  taken  out. 
If  the  previous  work  has  been  correctly  done,  the  amount  of 
the  debit  column  should  be  the  same  as  that  of  the  credit 
one,  for  as  in  journalising  no  debit  entry  is  made  without  a 
correponding  credit,  it  stands  to  reason,  that  provided  no 
mistakes  in  posting  have  been  made,  the  amounts  must 
agree. 

In  taking  out  the  trial  balances,  it  is  as  well  to  add  each 
column  in  small  pencil  figures  directly  under  the  ink  figures, 
and  show  the  debit  or  credit  balance  also  in  pencil,  further 
inside,  next  to  the  folio  column,  this  plan  is,  in  our  opinion, 
preferable  to  bringing  the  total  of  each  column  into  the 
trial  balances,  and  has  the  further  advantage  of  showing 
the  balance  either  way  of  each  account.  The  balances 
having  been  proved  correct,  we  are  now  able  to  deal  with 
the  profit  and  loss  account' and  the  balance  sheet,  to  do 
which,  the  further  entries  called  closing  entries  in  the 
journal,  should  be  carefully  scrutinised,  these  will  comprise 
among  others,  allowance  for  bad  debts,  valuation  of  stock, 
depreciation  of  premises,  furniture,  &c.,  all  of  which  require 
particular  attention,  as  by  under  estimating  the  one,  over- 
vaJoing  the  other,  or  not  allowing  sufficient  in  the  third 
case,  a  business  that  is  actually  not  paying  may  be  made  to 
appear  as  a  fiourishing  concern. 


%ttttvs  to  tht  fBhiiox. 


INSTITUTE  EXAMINATIONS. 

To  the  Editor  of  tlie  Accountants'  Students'  Journal. 
Sir, — Would  some  of  your  readers  kindly  give  me  a  solu- 
ion  to  Question  10  of  the  Book-keeping  Paper,  at  the  July, 
1882,    Final    Examination,    reported    in   No.    4(H    of  the 
Accountant^  September  2,  1882. 

Yours  truly, 


AfarcA  20<^  1864. 


STUDENT. 


May  1,  1884. 
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ACCOUNTANTS'    CLERKS'    BENEVOLENT    ASSO- 
CIATION. 

To  the  Editor  of  the  Accountants'  Students*  Journal. 

Sir, — ^Having  seen  in  one  of  your  issues  that  there  is  an 
*'  Accountants*  Benevolent  Association,"  I  think  it  would  be 
an  advantage  to  all  clerks  in  the  profession,  if  an  Account- 
ants' Clerks*  Provident  Fund  were  established  (in  connection 
ivith  the  above)  on  the  same  basis  as  the  "  Stock  Exchange 
Clerks'  Provident  Fund."  This  Institution  has  been  in 
existence  some  yearn,  and  does  a  great  amount  of  good  by 
assisting  its  members  when  sick,  also  when  out  of  employ- 
ment, but  of  course  only  those  who  are  so  through  no 
fault  of  their  own. 

There  would  no  doubt  be  great  difficulties  at  starting, 
but  I  dare  say  if  once  in  a  fair  way  of  being  floated,  our 
principals  would  render  a  little  asssistance. 

I  have  not  a  prospectus  of  the  affair  by  me  at  present,  but 
if  any  of  your  readers  think  it  worthy  of  notice,  I  shall  be 
pleased  to  obtain  full  particulars. 

Yours  obediently, 

A  READER. 


THE   INSTITUTE   OP  CHARTERED    ACCOL'NTANTS 
IN  ENGLAND  AND  WALES. 


At  a  meeting  of  the  Council,  held  at  the  offices  of  the 
Institute,  3,  Copthall  Buildings,  London,  E.C.,  on  the  2nd 
April,  1884. 

The  following  applicants  were  admitted  Associates  : — 
Allek,  George,  10,  Fisher  Street,  Swansea. 
Whitehead,  Alfbeu    Hebbebt,  14a,  Faulkner  Street, 

Manchester. 
Yates,  Richabd,  20,  The  Temple,  Liverpool. 
Aston,  Thomas  Samuel  Ebenezeb,  clerk  tp  T.  Simpson, 

6,  Waterloo  Street,  Birmingham. 
McNeight,  David   Alexandeb,  clerk  to  J.  S.  \<k  R.  S. 

Blease  &  Sons,  Fen  wick  Chambers,  Liverpool. 
PiPEB,  Abthur,  clerk  to  Carter  A  Carter,  33,  Waterloo 

Street,  Birmingham. 
ToNGE,  John,  clerk  to  Broome,  Murray  &  Co.,  104,  King 

Street,  Manchester. 
It  was  resolved  that  after  the  examination  in  June  next, 
the    questions   for    the     Intermediate     Examination   be 
confined  to  the  first  four  subjects  mentioned  in  Bye  Law 
82. 

The  Annual  Meeting  was  fixed  for  Wednesday,  the  7th 
May,  at  2  o'clock,  at  the  Cannon  Street  Hotel. 


BIRMINGHAM  ACCOUNTANTS*  STUDENTS' 

SOCIETY. 


TRADE    ACCOUNTS. 


By  F.  J.  Hbathcote,  A.C.A. 

The  following  is  a  report  of  a  lecture  delivered  before  the 
above  society  on  the  25th  March,  by  Mr.  F.  J.  Heathcote, 
A.C.A.,  who,  on  rising,  said: — 

When  I  was  asked  by  the  chairman  of  your  committee  to 
read  a  paper  to  this  association,  I  felt  that  I  ought  not  to 


refuse,  for  two  reasons ;  firstly,  because  some  of  the  students 
in  our  own  office  have,  from  the  outset,  participated  in  the 
advantages  of  membership  of  your  society ;  and  secondly, 
because  of  the  great  importance  and  value  to  tlie  profession, 
and  to  the  local  branch  of  the  profession,  such  a  society  as 
yours  is,  and  will  be.  The  advantages  of  our  Institute  will, 
no  doubt,  be  chiefiy  felt,  both  by  the  profession  and  by  the 
public,  in  the  future,  and  the  present  generation  of  Accountant 
Students  is  heartily  to  bo  congratulated  ou  the  facilities 
afforded  to  them  for  obtaining  and  testing  their  acquirement 
of  useful  knowledge  qualifying,  them  to  take  and  retain  a 
high  position  as  investigators  and  advisers  in  the  world  of 
figures  and  accounts. 

I  have  said  as  *' investigators*'  and  "advisers,**  and  m 
this  phrase  we  find  a  principle  which  will  underlie  the 
remarks  I  have  to  present  to  you  this  evening  upon  **  trade 
accounts.**  It  is  not  a  bald  presentment  of  detached  figures, 
which  can  deserve  the  name  of  a  trade  account.  It  is  not  a 
formula  to  be  filled  in  like  a  duty  account.  It  is  an  account 
variable  under  varied  circumstances  fixed  in  principle,  but 
differing  in  form.  Its  variations  depend  in  every  case  upon 
the  nature  and  circumstances  of  the  trading :  and  those 
circumstances  only  appear  in  the  detailed  investigation 
which  should  in  every  case  precede  presentation.  For  an 
Accountant  to  be  given  certain  totals  and  for  him  to  put 
them  in  the  form  of  a  trade  account  appears  to  mo  most 
undesirable  and  unjustifiable  ;  such  an  account  will  most 
probably  be  made  use  of  upon  the  authority  of  the 
Accountant,  although  he  has  not  investigated  a  single  item. 
Nor  until  investigation  has  taken  place  con  any  reliance  be 
placed  on  a  list  of  debtors,  upon  which,  very  frequently, 
most  inadequate  reserves  are  mado,  whilst  on  the  list  of 
creditors,  omissions  have  frequently  to  be  supplied. 

Our  experience  is,  and  I  do  not  doubt  it  is  the  same  else- 
where, that  clients  are  increasingly  anxious  that  their 
accounts  should  be  examined  in  the  minutest  detail.  Not 
only  that  day  books  should  be  checked  to  ledgers,  but  that 
the  entries  and  extensions  in  day  books  should  themselves 
be  checked  from  original  sources,  where  such  exist ;  not  only 
that  periodical  totals  should  be  ascertained,  but  that 
analysis  of  those  totals  should  be  made.  Not  satisfied  with 
one  or  two  expense  accounts,  men  in  business  now  require 
that  all  expenses  should  be  analyzed  and  nominal  accounts 
kept  separately  for  every  kind  of  charge  upon  tho  trading. 
Learning  that  their  former  distrust  of  many  books  was 
founded  upon  ignorance,  factors,  manufacturers  and 
traders  of  all  kinds  now  accustom  themselves,  more  than 
heretofore  to  the  use  of  tho  journal,  in  its  more  modem  and 
abridged  form,  with  its  facilities  for  abstract  and  anal3'sis. 

And  while  upon  the  subject  of  investigation,  allow  me  to 
remark  that  the  work  of  investigation  in  trade  accounts 
might  perhaps  with  advantage  go  even  further  than  it  docs 
at  present.  It  is  true  we  are  not  often  appointed  to  audit 
trade  accounts,  but  the  question  may  be  askod  whether  the 
responsibility  for  a  statement  of  trading  can  bo  fully 
accepted  and  discharged  by  an  A  :countaiit  who  has  not 
availed  himself  of  all  possible  original  sources  of  information. 
If  a  list  of  creditors  is  not  compared  with  the  actual  accounts 
obtained  for  the  purpose  by  the  client,  it  is  frequently  mis- 
leading and  deceptive.  If  a  cash  book  is  not  vouched  by  a 
principal  or  his  Accountant,  it  is  not  always  trustworthy. 
Even  sale  ledgers  have  strange  and  forgotten  balances  at 
times,  which  must  not  be  taken  for  granted,  and  which  an 
Accountant  will  find  to  disappear  at  his  touch.  **  They  fold 
their  tents  like  the  Arabs,  and  as  silently  steal  away,"  and 
they  may  not  (like  the  Arabs  in  the  Soudan)  soon  re-appear. 
A  case  occurred  in  my  own  experience,  although  not  m  my 
own  practice,  where  large  balances  appeared  in  the  sale 
ledger,  and  were  absolutely  guaranteed  by  the  proprietor  of 
the  business.  He  obtained  a  partner,  the  whole  of  whose 
money  was  absolutely  gone  in  six  months,  and  the  guarai^tM 
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was  worth  nothing,  for  the  guarantor  was  insolvent ;  many 
of  the  apparent  balances  were  not  really  owing,  or  quite 
irrecoverable,  and  the  books  were  as  deceptive  as  the  concern 
was  rotten. 

The  difficulty  of  investigating  accounts  in  the  absence  of 
proper  books  of  account,  is  one  which  has  frequently  to  be 
faced  and  surmounted.  In  my  experience  the  most  deficient 
in  their  book-keeping  are  the  retail  tradesmen.  The  total  of 
the  "  till  "  is  too  frequently  their  only  ascertained  result, 
and  the  sale  ledger  is  imperfect  whilst  the  bought  ledger 
7ion  est  mventns.  The  cash  takings  are  most  deceptive,  for 
accounts  received,  cash  sales,  and  the  results  of  stock- 
slaughters  are  indiscriminately  mingled,  and  while  the  "till" 
may  be  full,  the  stock  may  be  vanishing  at  most  unremuner- 
ativo  prices,  and  the  tradesman  may  be  losing  his  capital. 
We  recently  had  a  case  in  which  the  only  book  kept  up  by 
the  tradesman  was  his  shop  journal,  which  if  posted  to  cash 
book  and  ledger  would  have  been  satisfactory,  but  for  years 
this  had  not  been  done,  and  you  will  not  be  surprised  to  hear 
that  he  had  to  file  his  petition  for  liquidation.  In  making 
up  the  statement  of  affairs  ho  had  to  be  guided  by  state- 
ments of  account  supplied  by  the  creditors,  for  bought 
ledger  there  was  none,  and  one  of  the  proximate  causes  for 
his  stopping  was  the  action  of  his  bankers  in  closing  the 
account  because  of  the  constant  dishonoring  of  his  accept- 
ances through  negligence  in  advising,  for  no  proper  bill  book 
was  kept. 

In  a  subsequent  part  of  this  paper  I  will  refer  more 
especially  to  summarising  the  results  of  trading  and  report- 
ing thereon,  but  let  me  now  say  a  word  or  two  upon  the  sub- 
ject of  advising  upon  a  statement  of  affairs,  as  Accountants 
arc  so  often  asked  to  do.  A  danger  appears  to  arise  here,  as 
there  is  always  much  to  take  into  consideration,  which  docs 
not  officially  come  before  an  Accountant,  and  may  be  quite 
unknown  to  him.  The  value  of  a  stock,  and  the  proportions 
it  should  bear  to  the  capital,  and  the  returns ;  the  various 
profits  upon  the  accounts  of  individual  debtors,  and  the 
expense  attending  such  accounts  ;  the  profits  upon  certain 
kinds  of  manufacture  :  and  the  risks  attending  certain 
mercantile  transactions  ;  all  those  and  numerous  collateral 
agreements  and  undertakings,  which  do  not  necessarily  come 
into  view  in  making  up  the  accounts,  have  to  be  taken  into 
consideration  in  advising  thereon.  An  increased  bank  over- 
draft may  be  a  sign  of  prosperity,  and  heavier  expenses  may 
be  truest  economy  ;  whilst  a  diminution  in  sales  or  stock  not 
infrequently  means  sounder  business,  and  a  larger  per 
centage  of  net  profit. 

Important  as  the  balance  sheet  is,  it  is  to  the  trading 
account  which  the  business  man  turns  with  the  deepest 
interest  and  anxiety.  It  is  here  that  he  finds  the  answer  to 
the  questions.  Are  my  returns  shewing  a  steady  increase  ? 
Is  my  percentage  of  gross  profit  diminished?  Are  my 
exnensos  maintaining  their  due  ratio  to  the  returns?  Is  wise 
aid  j^u.'Iif'ient  provision  made  for  depreciation  and  reverses? 
Are  fresh  sources  of  expense  arising  ?  Is  my  net  profit  a  fair 
l'o:ct>iit:i,.,'o  upon  the  returns  ?  or  is  my  loss  so  heavy  as  to 
('nlan\,vr  my  credit?  To  all  these  questions  a  trading 
ficroMnt  can  give  a  complete  and  decisive  answer,  and  its 
V  liiTo  to  a  business  man  cannot  be  over  stated. 

\Vh  It  a  friend  of  mine,  now  retired  from  the  profession, 
used  to  call  a  "  bastard  system  of  double  entry "  was 
formerly  extremely  prevalent.  Expenses  would  bo  posted  to 
a  general  expt^nse  account,  and  sales  would  be  totalled. 
Purchases  would  be  ignored,  and  discounts  were  the  vagrant 
and  imowufd  offspring  of  the  mischievous  system.  And 
v.*hat  would  bo  the  result  ?  The  expense  accounts  would  be 
de^^eptive,  for  the  cash  purchases  would  probably  be  included 
and  only  the  amounts  p.\id  would  bo  recognised,  the  sales 
wo  ;Ll  'i>e  v.rong  for  neither  returns  nor  allowances  would  be 
do.l.ic:cJ,  and  no  results  could  be  ascertained,  for  the 
acco  lilt  would  be  quite  incomplete.  Time  and  trouble  were 
waste  J,  an. I  the  sma.ll  amount  of  work  necessary  to  make 
the  account  dependable  and  valuable  was  not  done,  and 
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therefore  what  had  been  done  was  rendered  useless  or  worfe. 
Many  of  us  will  be  able  to  call  cases  to  mind  in  which  serious 
mischief  has  been  done  by  incorrect  statement  of  the  results 
of  trading,  but  not  many  may  have  heard  of  a  case  which 
occurred  many  years  ago  when  it  was  discovered  that  the 
cash  balances  over  a  certain  period  had  been  wiped  off  by 
debiting  them  to  the  profit  and  loss  account — ^a  course  more 
profitable  to  the  easier  than  the  employer.  In  this  ca*e 
the  cashier  was  quite  innocent  of  any  intent  to  defraud,  and 
made  full  restitution  upon  the  discovery  of  his  strange 
blunder.  Before  and  since  the  days  of  the  gentleman  of  whom 
Dean  Ramsay  tells,  who  unfortunately  "added  in  the  Anno 
Domini,"  manv  and  stranger  have  been  the  errors  of  state- 
ment adopted  oy  some  book-keepers.  You  may  have  heard 
of  the  remarkable  feat  of  one  gentleman  who  wrote  off  the 
Premises  Accoimt  until  it  disappeared  altogether,  and  (being 
unchangeable  in  his  methods)  continued  to  write  off  ever}- 
year,  making  the  premises  an  increasing  liability. 

The  time  is,  no  doubt,  altogether  gone  by  when  any 
Accountant  will  be  satisfied  to  state  the  accounts  of  a 
business,  without  insisting  upon  a  complete  system  cf 
double  entry.  In  no  other  way  can  books  be  proved,  and 
errors  detected.  In  no  other  way  can  results  be  fully 
and  satisfactory  ascertained.  No  other  way  is  so  likely  lo 
detect  fraud  or  dishonesty.  The  Accountant  following  the 
book-keeper  and  checking  him  step  by  step,  will  mo>t 
probably  discover  any  frauds  committed.  In  checking  cash 
book  additions,  upon  one  occasion,  we  discovered  the  boi.k 
had  invariably  been  added  wrong,  so  as  to  produce  a  stated 
weekly  sum  to  the  cashier.  We  were  afterwards  informed 
that  an  increase  of  salary  had  been  applied  for  by  him,  and 
being  refused,  he  had  arranged  it  in  this  way.*  I  am  fully 
aware  that  cash  may  not  be  debited  to  the  cash-book,  and 
sales  may  not  be  entered  in  the  day  books,  and  that  the 
Accountant  may  not  discover  these  frauds,  but  if  counterfoil 
forms  of  receipt  were  insisted  upon,  and  a  proper  stock 
account  always  kept,  detection  must  ultimately  taice  place. 
Cases  have  occurred  in  which  fictitious  payments  have  been 
entered  in  the  cash-book,  and  this  seems  to  emphasise  the 
necessity  for  vouching  all  payments,  as  before  pointed  out. 
Petty  cash  books  are  often  sources  of  temptation,  and  the 
attention  of  principals  should  be  directed  to  the  entries,  ac'i 
to  the  necessity  for  vouching,  however  small  the  amounts. 

Allow  me  now  to  refer  more  particularly  to  some  special 
kinds  of  accounts  of  the  trading,  which  is  all  around  us  is 
this  great  centre  of  commercial  activity. 

First,  then  as  to  Mercantile  Accounts. 

These  are  generally  well  kept,  and  the  use  of  the  journal 
is  well  understood  and  maintained.  Accounts  should  b^ 
opened  for  the  amounts  charged  customers  and  paid  oGt 
for  merchandise,  commission,  packing  charges,  shipping 
charges,  carriage  and,  allowances,  insurance,  interest,  and  the 
usual  expense  accounts,  and  very  careful  reserves  made 
where  necessary.  While  the  journal  is  the  centre  of  the 
system,  it  would  seem  advisable  to  consult  all  original 
sources  of  information  available,  and  statements  should  be 
obtained  from  foreign  banks  and  consignees.  Where  foreign 
debts  are  uncertain  in  their  realization,  an  ample  resen*e 
should  always  be  insisted  upon,  so  that  profits  should  not  be 
divided  till  fully  ascertained.  Not  only  in  merchants 
accounts  but  in  all  kinds  of  trade  accounts  should  this  he 
insisted  upon,  and  the  Accountant  would  act  unwisely  in 
signing  accounts  where  ample  reserves  have  not  been  made. 
It  is  not  merely  a  question  for  the  proprietor  himself,  or 
between  partners  ;  the  qtiestion  of  reserves  affects  the 
capital  shewn  to  creditors  as  an '  inducement.  When  aii 
account  is  stated  in  the  books  of  a  firm,  any  use  may  lie 
made  of  it  which  the  convenience  o£  the  firm  may  rcq.:ire ; 
and  very  frequently  it  is  made  the  means  of  getting  additional 
credit,  or  an  increased  overdraft.  If  these  ample  resene* 
have  not  been  made,  the  Accountant  is  responsible  for  a 
mis-stated  account,  and  loses  credit  with  bankers  and  the 
pablio.     I  remember  hearing  of  a  cas9  in  a  mercht::  t*i 
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affairs,  in  which  large  accounts  were  shewn  by  the  books  to 
be  owing  to  the  firm,  in  one  of  our  distant  colonies ;  the 
Accountant  took  out  the  balances,  and  tlie  debts  were 
assigned  to  a  creditor  as  security.  But  the  creditor 
obtained  but  a  very  small  proportion  of  the  debts  so  shewn, 
for,  as  subsequently  appeared,  the  accounts  had  been 
collected  by  a  commission  agent,  and  retained  for  a  contra 
account,  whilst  some  had  been  remitted  but  never  credited 
in  the  books  of  the  firm,  and  others  had  been  advised  as 
hopelessly  bad.  Great  care  is  required  in  the  accounts  of 
commission  agents,  especially  where  bonuses  are  given,  or 
bad  debts  and  losses  have  to  oe  deducted  before  commission 
can  be  calculated.  In  considering  the  value  of  foreign  debts 
due  to  the  firm,  it  should  be  borne  in  mind  that  the 
variations  of  law  and  custom  as  to  realizing  debts  and 
bankruptcy  proceedings  are  very  considerable.  In  obtaining 
returns  from  abroad,  and  on  the  continent,  it  is  impor- 
tant to  note  that  bills  receivable  are  largely  issued  for  the 
payment  of  accounts,  and  that  the  cash  book  is  no  guide 
to  the  actual  receipts  and  payments. 

I  will  now  refer  more  especially  to  the  accounts  ol  Trading 
Companies ;  now  so  numerous  and  varied  in  their  under- 
takings. The  accounts  to  be  kept  up  under  the  Com- 
panies Acts  are  no  doubt  familiar  to  you,  but  the  duties  of 
the  auditor  of  a  company  differ  materially  from  those  of 
the  Accountant  to  a  private  firm.  The  Accountant  acts  for 
the  proprietors ;  the  auditor  acts  for  the  shareholders.  The 
auditor  not  only  must  vouch,  but  possesses  and  should 
exercise  special  powers  of  requiring  and  obtaining  informa- 
tion. In  the  transaction  of  his  duties  questions  of  impor- 
tance frequently  arise.  In  the  case  of  a  Water  or  Gas  Com- 
pany, the  all  important  question  is  the  division  of  the 
capital  expenditure  from  the  expenditure  for  repairs  &g  which 
should  be  charged  to  income  account.  Where  the  charges 
made  on  customers  depend  upon  the  profits,  directors  and 
managers  are  often  inclined  to  charge  more  to  the  revenue 
account  than  they  should,  and  it  is  the  duty  of  the  auditor 
to  guard  the  line  carefully,  and  to  obtain  proof  of  the  actual 
value  of  extensions  and  improvements  chargeable  to  capital 
account.  The  certificate  of  the  responsible  engineer  or 
surveyor  should  always  be  obtained  by  the  auditor  before 
issuing  the  account.  Shareholders  frequently  do  extraordinary 
things.  For  instance,  I  know  of  a  case  in  which  the  com- 
pany, having  a  deficiency  upon  revenue  accounts,  a  resolu- 
tion was  passed  by  the  shareholders  at  their  annual  meeting 
to  capitalise  the  deficiency,  and  the  amount  was  thus 
actually  added  to  the  expenditure  upon  works.  I  am  glad 
to  add  that  the  error  was  retrieved  at  the  first  opportumty, 
and  that  since  then  there  have  been  no  deficiencies  to 
capitalise. 

In  a  gas  company  we  have  seen  the  plan  adopted  of 
separate  district  cash  books  being  kept,  and  posted  to  corres- 
ponding ledgers.  These  ledgers  are  analysed  at  the  end  of 
the  half  year,  or  year,  and  the  cash  total  of  the  analysis 
agreed  with  the  receipts  in  the  cash  book.  A  more  satisfac- 
tory plan  is  one  adopted  by  a  company  where  a  rate  book  is 
kept  ruled  for  "  fittings "  on  the  left  hand  side,  and  for 
''  water  "  on  the  right  hand.  There  is  a  colimm  for  names, 
for  addresses,  and  under  the  general  heading  of  Fittings 
account  there  are  divisions  for  each  quarter  of  the  year  sub- 
divided for  "accrued,"  "cash"  and  *'  arrears"  ;  the  accrued 
column  containing  the  total  of  detailed  ledger  account  (if 
any)  for  the  quarter ;  upon  the  right  hand  page  we  have  the 
water  accounts  for  the  same  customers,  with  the  quarterly 
headings  as  before,  and  the  sub-divisions.  On  this  side  the 
accrued  column  is  further  sub-divided  in  quarterly  charge 
and  meter  charge,  and  each  quarter  shews  the  arrears  for 
coinniencement  of  the  ensuing  period.  At  the  end  of  the 
year  this  rate  book  is  summarised  to  shew  the  total  accrued, 
the  total  paid,  and  tbe  anreais  at  end  of  year.  The  proof 
being  thus  obtained,  the  figures  of  fittings  charges  accrued, 
and  of  water  charges  are  carried  into  the  nominal  ledger. 
I  may,  perhaps,  add  that  the  fittings  charges  are  dealt  with 


in  the  ledger  in  the  same  way  as  sales  in  an  ordinary  trade 
account,  the  stock  of  fittings,  materials,  being  brought  into 
account,  and  the  purchases  of  fittings  being  debited,  and  the 
gross  profit  on  fittings  thus  obtained.  In  the  cas^  of  the 
water  we  have  no  stock  to  value,  and  the  figure  goes  to  credit 
of  revenue  account.  The  cash  received  is  clieckod  by 
journalising  the  totals  in  collector's  detail  cash  book,  wbi?h 
agree  in  total  with  the  summarised  figure  of  cash  received 
for  water  and  fittings. 

A  club  is  not  a  trading  company,  but  it  is  ak'n  to  it,  and 
entrance  fees  aro  not  share  capital,  but  they  arc  not  annual 
subscriptions,  and,  I  opine,  not  income.  And  here,  may  I 
venture  humbly  to  differ  from  the  method  of  stating  t)ie  lii-si 
accounts  of  the  Institute  of  Chartered  Accountants  as 
published  in  the  Accountant  of  10th  June,  1882.  The  fii-st 
account  is  entitled  "  Account  of  Receipts  and  CJencral 
Expenditure."  It  is  not  a  cash  account  for  its  balance  is 
£8,932  Os.  lOd.  and  many  payments  for  capital  expenditure 
and  investments  wero  omitted,  the  actual  casli  balance  being 
£218  4s.  4d.  It  is  not  an  income  and  expenditure  acconnt 
for  it  would  bo  debtor  to  its  income  and  creditor  by  its 
expenditure,  but  yet  it  has  under  the  heading  of  ;^'cneral 
expenditure  several  items  which  appear  on  the  balance 
sheet,  under  the  heading  of  "  Sundry  impaid  accounts  ?  The 
balance  of  this  first  account  is  **  carried  down  " — where  to  ? 
Not  to  form  the  balance  for  a  continued  account — but 
"  carried  down "  to  a  balance  sheet  where  it  figures  as 
"  Balance  of  account  of  general  expenditure  "  and  is  added 
to  the  amount  of  unpaid  accounts  to  make  up  the  total  of 
assets  as  shewn  on  the  other  side.  Who  would  judge  that 
the  real  meaning  of  the  account  is  that  £1,202  lis.  Od.  was 
tbe  deficiency  over  the  entrance  fees,  and  the  income  from 
investments,  after  investing  £9,291  5s.  id.,  and  that  £1,420 
IGs.  Id.  was  still  owing  towards  which  there  was  in  hand 
£218  4s.  4d— £1,202  lis.  9d ;  so  that  there  was  actually  only 
left  £8,088  13s.  4d.  of  the  £13,135  10s.  of  entrance  fees,  after 
paying  for  the  furniture  and  library. 

But  this  is  parenthetical,  and  perhaps  venturesome,  for 
the  point  I  wish  to  direct  special  attention  to  is  this  ;  taking 
the  first  account  as  an  income  and  expenditure  account  are 
not  the  entrance  fees  out  of  place.  You  may  say  there  was 
no  other  income  ;  but  was  it  not  rather  that  there  was  no 
income  except  the  income  from  investments,  and  that  the 
accounts  should  have  shewn  a  revenue  account  with  general 
expenditure  for  the  year  against  the  income  from  invest- 
ment, and  a  capital  account  with  the  entrance  fees  against 
the  capital  expenditure  and  investments,  and  a  balance 
sheet  as  under : — 


Capital  Aceoant.  £    8.    d. 

Balance  of  Entrance 
Fees  invested      . .  3,248  14    8 

Sundry  unpaid  ac- 
counts . .  1,430  16    1 


£    8.    d. 

Cash  at  Bankers  and 
in  hand  ..     218    4    4 

Deficiency  upon  re- 
serve accounts       . .  8,445    6    0 


£8,668  10    4 


£8,663  10    4 


We  Will  now  proceed  to  consider  Colliery  Accounts, 
more  especially  with  a  view  to  the  question  of 
depreciation  and  exhaustion.  It  is  the  duty  of  the  auditor 
in  stating  the  account,  to  see  that  due  allowance  is 
made,  and,  if  necessary,  to  insist  upon  his  views.  If  airectors 
decline,  the  Auditor  should  submit  his  views  to  shareholders 
and  let  them  take  their  own  course.  Some  years  ago,  and 
in  the  matter  of  a  Company  which  now  no  longer  exists, 
being  appointed  auditor,  it  became  my  duty  to  enquire  mto 
the  meaning  of  an  asset  for  the  value  of  a  lease  stated  at 
£10,000,  but  upon  which  a  rack  rent  was  even  then  bemg 
paid.  No  information  could  be  obtained,  and  in  the  result 
it  appeared  that  the  whole  sum  was  promotion  money,  and 
that  the  company  was  pre-doomed  to  ruin  and  extinction. 
This  was  not  depreciation— it  was  annihilation— lut  the 
items  upon  which  depreciation  sho aid  be  made  tiio  (1  i  th^ 
cost  of  mmes,  if  freehold  for  exhaustion,    and  if  lepsehold 
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also  for  expiry  of  time :  (2)  the  cost  of  workings,  to  be 
depreciated  for  any  old  or  disused  workings  :  (8)  the  cost  of 
plant  and  tools,  for  wear  and  tear.  The  cost  of  office 
buildings  or  stabling  would  require  depreciation,  and  in  case 
of  a  leasehold  property  the  amount  written  off  would  be 
determined,  not  only  by  the  state  of  the  property,  but  also 
by  the  duration  of  the  lease.  Upon  the  question  of  exhaus- 
tion, we  have  found  managers  of  collieries  taking  the  rate  of 
royalty  as  the  rate  of  exhaustion.  It  would  appear  that 
this  might  be  a  fair  basis  for  the  calculation  in  some  cases, 
but  only  when  it  can  be  shewn  that  the  rate  of  royalty 
would  wipe  of!  the  cost  of  purchase  by  the  time  the  mine  was 
worked  out. 

In  these  days  it  is  no  uncommon  event  for  a  propperous 
business  to  be  formed  into  a  limited  company,  and  for  the 
former  proprietors  to  merge  into  managing  directors.  In 
trades  where  large  capital  is  required,  such  arrangements 
will  be  very  useful  and  convenient.  As  a  rule  shareholders 
will  bo  satisfied  with  what  proprietors  are  not — for  what  man 
in  business  will  bo  satisfied  with  bare  interest  on  his  capital  ? 
The  goodwill  is  necessarily  determined  upon  the  conversion 
of  a  private  firm  into  a  public  company,  or  limited  partner- 
ship, and  I  have  found  it  very  difficult  to  arrive  at  a  settled 
basis  for  valuing  a  goodwill.  The  value  of  a  goodwill  would 
appear  to  depend  altogether  upon  the  circumstances  of  the 
trade,  and  thevalue  of  the  patents.  I  have  seen  cases  of  goodwill 
at  the  rate  of  1 ,  2,  or  3  years'  purchase,  and  but  very  recently 
a  case  arose  in  which  five  years'  purchase  was  given. 

In  the  accounts  of  Matin fac hiring  Businesscsit  is  advisable 
to  maintam  strict  accounts  with  the  materials,  used  in  the 
processes  of  manufacture,  especially  when  they  are  of  a 
valuable  nature.  In  an  important  centre  of  the  jewellery 
trade  like  this,  thousands  of  pounds  may  be  lost  every  year 
by  a  careless  system  of  accounts  with  the  gold  and  silver 
used.  Instances  of  the  kind  will  readily  occur  to  all  engaged 
in  checking  and  making  up  the  accounts  of  manufacturers. 
We  have  found  it  useful  to  have  a  store  book  kept  in  which 
all  bullion  issued  is  charged  to  the  different  foremen,  and  for 
each  foreman  to  keep  a  book,  in  which  he  debits  the  weight 
received  from  the  store,  credits  the  weight  of  articles  pro- 
duced, and  shews  a  stock-in-hand  which  should  balance  the 
account,  subject  to  a  percentage  for  unavoidable  loss  in  the 
working  up.  The  weight  of  articles  produced  can  be  ascer- 
tained by  principals  or  managers  when  it  leaves  the  hands  of 
foremen  of  this  department,  and  thus  a  complete  check  Iwill 
be  maintained  over  the  whole  of  silver  or  gold  used,  and  a 
valuable  lielp  to  a  correct  cost  price  book  will  be  rendered. 
The  cost  pi  ice  book  should  shCw  the  cost  of  material  and 
wages  iipon  articles  manufactured,  and  allow  for  the  gross 
profit,  so  that  all  establishment  expenses  which  are  indirect 
charges  upon  the  cost  of  manufacture  may  bo  duly  provided 
for.  Although  this  is  so  extremely  obvious  as  to  almost  "  go 
without  saying,"  yet  all  who  have  had  experience  will  know 
how  neglectful  manufactuiers  often  are  in  tliis  matter  of  a 
cost  price  account,  and  how  many  cases  of  loss  and  ruin 
have  followed  from  the  neglect  of  this  and  similar  means  of 
making  the  .'^^hip  of  trade  to  sail  **  with  an  even  keel." 

It  is,  perhaps,  not  often  that  the  Accountant  is  asked  to 
undertake  the  actual  work  of  taking  the  stock,  and  for  the 
prices  of  most  of  such  stocks  he  must  be  dependent  upon 
some  authorised  person  or  persons.  But  there  will  be  much 
to  enquire  after  before  the  stock  total  is  assumed  to  be 
correct.  la  an  important  manufacturing  concern  in  the 
midlands  the  accounts  shewed  at  the  close  of  one  year 
much  less  than  the  anticipated  profit,  and  upon  enquiry  it 
was  found  that  a  largo  warehouse  full  of  stock  had  been 
altogether  omitted  by  the  foremen  in  their  returns.  I  would 
suggest  that  the  Accountant  should  satisfy  himself  (if 
necc  ssar>-  by  the  aid  of  a  block  plan)  that  the  stock  has  been 
taken  in  every  warehouse  or  room  whore  stock  is  kept ;  that 
he  should  specially  see  that  goods  in  transit  were  properly 
taken,  and  that  he  should  give  particular  attention  to  sales 
on  the  eve  or  on  the  date  of  stock-taking,  and  see  that  they 


were  properly  treated.  That  he  should  enquire  and  be 
satisfied  that  the  stock  had  been  taken  at  the  net  cost  price 
of  the  day,  is  a  matter  of  course,  although  cases  have  occurred 
in  which  this  rule  has  been  strenuously  resisted  by  clients. 
Some  years  ago,  in  the  matter  of  a  trading  company,  hardly 
any  sales  had  been  made  during  the  year,  for  the  goods  htA 
been  worked  up  for  a  very  large  order  which  had  not  yet  been 
fulfilled,  and  a  large  amount  of  stock  had  thus  been  created, 
the  goods  only  awaiting  the  completion  of  order  to  be  entered 
and  despatched.  Upon  this,  the  manager  of  the  Company 
claimed  to  take  these  goods  at  selling  price,  but  the  question 
asked  by  the  auditor  immediately  was.  Is  your  customer 
prepared  to  accept  delivery  now  ?  Is  your  sale  made  until 
the  order  is  complete  ?  And  it  appeared  that  until  the  order 
was  complete,  and  the  goods  fully  dispatched,  that  a  counter- 
mand might  have  been  given,  and  no  sale  nltimately  effected. 
The  auditor,  therefore,  refused  to  allow  them  to  appear  in 
sales,  or  to  increase  the  stock  figure  over  the  net  cost  prict 
of  the  goods.  He  was  urged  to  allow  an  increase  to  the 
amount  of  the  establishment  expenses,  so  as  not  to  shew  any 
deficiency  upon  the  year's  trading,  but  his  answer  was  clear. 
It  is  not  a  sale,  it  may  never  be  a  sale,  when  it  is  you  maka 
your  profit,  and  not  until.  As  if  to  emphasise  the  position,  & 
fire  occurred  shortly  afterwards  on  the  prem.ises,  which 
endangered  the  whole  of  these  goods,  and  if  not  stopped  in 
time  would  have  effectually  prevented  any  sale  being 
effected. 

It  not  infrequently  happens  that  in  cases  of  Executorship 
there  are  trust  businesses  to  be  carried  on.  Such  an  arrange- 
ment is  sometimes  made  in  order  to  avoid  the  withdrawal 
of  partnership  capital,  and  sometimes  in  prder  that  the 
profits  of  a  remunerative  business  may  be  still  available  for 
the  benefit  of  a  family.  As  to  the  wisdom  of  such  proiisioni 
we  need  not  pronounce  an  opinion,  but  there  is  one  fact  clear 
from  an  Accountant's  point  of  view,  and  that  is  so  long  as 
active  principals  do  not  charge  management  salaries  upjn 
their  businesses  as  preferential  payments  before  division  cf 
profits  so  long  will  they  be  much  deceived  as  to  the  profits  of 
their  business  after  they  can  no  longer  manage  it  themselves. 
Often  is  it  the  case  that  the  profits  of  a  business  are  tcaWj 
only  a  moderate  management  bonus  or  salary,  and  when  that 
has  to  be  paid  to  someone  else,  there  is  nothing  left.  As 
executors  and  trustees  are  not  allowed  to  make  trading  lof>.^N 
and  thus  diminish  the  capital  of  a  trust  estate,  their  position 
in  the  event  of  the  business  proving  unprofitable,  is  a  verr 
serious  one.  A  trust  business  is  sometimes  made  the  banker 
for  the  whole  estate,  and  the  capital  available  is  then 
determined,  not  by  profits  or  losses  and  ordinary  drawings 
but  by  the  whole  realisation  and  liquidation  of  an  executor- 
ship estate.  It  is  much  clearer  for  the  profits  to  be  ascer- 
tained from  books  of  the  trading  kept  in  the  ordinary  way ; 
and  the  be,lance  sheet  being  carefully  settled,  and  full 
reserves  having  been  made,  the  profit  to  be  carried  to  the 
trust  business  is  ascertained,  and  the  figure  dealt  with  in  the 
estate  accounts.  In  such  a  case  a  considerable  balance 
should  always  be  retained  in  the  income  account  to  meet  any 
trading  loss  that  may  arise,  and  to  prevent  the  capital  being 
reduced  below  the  amount  of  the  trust  fund,  or  ascertaintrd 
share  of  the  capital  at  the  commencement  of  the  trust 
business. 

A  most  important  department  of  the  work  connected  with 
Trade  Accounts,  is  summarising  and  reporting  the  results. 
Out  of  a  map  of  figures  to  evolve  order — out  of  the  hayrick 
of  books  to  bring  the  needle  of  result — this  is  the  province  cf 
Accountancy.  *•  Now  chaos  reigns"  but  soon  the  "fair 
created  world  "  of  order  and  method  springs  up  at  our  com- 
mand. In  music  from  a  "  figured  base"  we  are  taught  to 
construct  the  chords  of  noble  harmony.  In  accounts  our 
**  figured  base  "  is  the  root  of  the  column  which  supports  the 
*'  capital  "  whose  total  our  clients  areso  desirous  to  ascer- 
tain, ^f  uch  good  work  may  be  under-valued  or  depreciated, 
unless  its  results  can  be  shewn  in  the  most  clear  and  straight- 
forward manner,  and  so  that  they  may  be  most  readily 
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grasped.  We  have  seen  accounts  so  elaborate  and  so  bidden 
beneath  a  cloud  of  *'  sundries  "  that  it  has  been  necessary  to 
translate  them  into  plain  English  before  their  real  meaning 
could  be  grasped.  This  should  be  avoided  :  but  having  the 
proved  results  of  a  trade  before  him,  it  is  for  the  accountant 
to  focus  them,  and  present  them  in  a  clear  and  strong  light 
to  his  client. 

The  sales  of  a  period  of  years  should  be  compared,  and  the 
variations  in  the  percentage  of  gross  profit  should  be  pointed 
out.  The  percentages  of  expenses  as  compared  with  other 
periods,  and  also  of  special  items  of  expenditure :  the 
percentages  of  net  profit ;  the  explanation  of  an  adverse 
balance — all  these  should  have  their  place  in  the  annual 
report  and  summary.  In  the  same  manner  the  total  of 
debtors  and  special  accounts  with  customers  which  app^-nr 
to  require  particular  attention  or  treatment ;  the  comparison 
of  liabilities  with  preceding  periods;  the  valuation  of 
property,  land,  machinery,  or  fittings ;  the  comparison  of 
capital  with  preceding  years,  and  with  the  amount  of 
returns — these  all  come  before  the  accountant  for  review, 
I  have  always  observed  great  importance  and  value  attached 
by  principals  to  this  report ;  and  it  is  only  by  the  presentations 
of  it  fully,  and  yet  condensely,  that  he  obtains  the  full  benefit 
and  result  of  his  accountant's  work  ;  and  doubtless  it  adds 
to  his  satisfaction  with  the  accountant's  charges. 

It  is  not  all  accountants  whom  the  alterations  of  the  law 
of  bankruptcy  will  considerably  afiect,  and  perhaps  bank- 
ruptcy practice  has  not  been  generally  such  a  mine  of  gold 
as  has  sometimes  been  said  and  implied  ;  and  although  Mr. 
Chamberlain  thought  well,  in  the  Birmingham  To>vn  Hall,  to 
speak  disparagingly  of  the  members  of  the  profession 
generally,  because  the  Act  of  1869  had  caused  men  of  its 
own  creation  to  overrun  the  country,  and  in  some  cases  to 
bring  disgrace  upon  the  name  of  an  honourable  vocation ; 
although  evil  has  been  said  and  injustice  has  been  done,  yet 
I  can  see  no  sign  of  any  diminution  of  confidence  in  account- 
ants on  the  part  of  the  public.  On  the  contrary,  one  of  the 
effects  of  the  present  Act  seems  likely  to  be  that  men 
of  business  will  be  more  desirous  than  before  of 
ha\ing  their  books  properly  kept-  under  the  inspection  and 
control  of  qualified  and  reponsible  advisers. 

And  this  will  be  increasingly  the  case  if  accountants  make 
a  point  of  qualifying  themselves  to  advise  upon  business 
accounts,  by  having  themselves  a  theoretical  and  practical 
knowledge  of  business  matters  in  all  their  branches. 
Technical  detail  we  must  avoid,  but  a  sound  knowledge  of 
the  principles  of  trading,  of  the  rules  of  commerce,  of  the 
pitfalls  of  commercial  existence,  and  observance  of  the 
general  tendency  and  current  of  trade,  will  not  only  be 
valuable  to  the  accomitant,  but  will  enable  him  to  speak 
and  decide  with  authority  those  questions  of  importance  in 
commercial  existence  upon  which  his  judgment  is  sure  to  be 
sought,  and  by  the  sound  exercise  of  his  judgment,  he  him- 
self will  surely  be  judcjed. 

In  the  valuable  address  which  Mr.  Carter  delivered  to 
your  society  upon  its  inauguration,  he  said  in  e£fect  that  an 
accountant  must  be  "  all  things  to  all  men,"  *'with  a  miller  he 
must  wear  a  white  hat,"  and  when  he  sees  a  client  after  a 
years'  interval,  the  whole  contents  of  his  balance  sheet  must 
"  jump  to  his  eyes  "  as  the  French  idiom  has  it.  And  so  it 
should  be.  We  shall  do  well,  I  think,  to  cultivate  that 
happy  forgetfulness  which  dismisses  affairs  f.x)m  one's  mind 
when  the  papers  are  put  away,  and  enables  one  to  be  for  the 
time  upon  the  accounts  of  the  day  and  those  only.  And  not 
only  is  this  habit  a  great  and  necessary  relief  to  the  mind, 
but  also  it  is  a  great  security  to  the  client.  Absolute  and 
inviolable  secrecv  is  the  accountants'  true  charter  to  the  con- 
fidence  of  the  public.  Not  only  that  we  should  not  reveal, 
but  that  we  should  not  imply ;  not  only  that  we  should  not 
put  into  words,  but  that  no  token,  no  gesture,  should  escape 
from  us,  by  which  the  affairs  of  one  of  our  clients  may  be 
divulged. 

For  the  fatnze  of  our  prolession  I  have   no   fear.    II 


accountants  are  true  to  themselves  and  to  the  trusts  reposed 
in  them,  they  are  surely  destined  to  take  a  place  second  to 
none  of  the.  professions  in  usefulnoss  and  importance.  To 
the  student  much  of  his  work  may  seem  laborious 
drudgery,  but  the  discipline  of  the  mind  In  concentrating 
its  energies  upon  the  ta.^^k  of  detail  and  bringing  it  to  a 
successful  issue  is  as  great  as  if  the  task  strained  every 
faculty  to  accomplish.  To  bend  patiently  to  pumping  away 
hour  after  hour  because  the  fire  must  bo  put  cut,  is  not  so 
showy,  but  as  great  as  to  brave  the  flames  and  rescue  the 
inmates.  The  thorough  grasp  of  detail,  the  mastery  of 
every  fact,  the  marshalling  of  every  well-proved  result ; 
what  but  these  are  the  characteristics  of  that  great  master 
mind,  our  premier,  the  powers  of  whose  great  mind  are 
acknowledged  with  readiness  by  the  whole  of  his  country- 
men ;  and  in  our  humbler  capacity  the  same  character- 
istics should  be  sought  for  and  attained.  The  proof  com- 
pensates for  the  detail ;  to  make  the  crooked  straight  is  a 
process  satisfactory  in  itself,  and  conspicuous  in  its 
results. 

At  the  present  time  there  is  a  burden  of  depression  weigh- 
ing upon  the  whole  trade  of  tlie  town,  and  on  every  side  men 
are  complaining.  It  is  not  now  that  men  will  look  with  lessened 
anxiety  for  the  results  of  their  work,  both  to  ascertain  the 
past,  and  to  forecast  the  future.  In  correctly  ascertaining 
and  reporting  upon  those  results  we  are  concerned.  To  the 
brighter  aspects  of  trade  this  care  and  \'igilance  will  con- 
duce. In  the  exercise  of  the  duties  we  have  to  fulfil, 
connected  with  "  trade  accounts  "  we  may  be  the  means  of 
assisting  to  lighten  this  cloud  of  depression  which  we  trust 
will  before  long  cease  to  darken  the  horizon. 

It  now  only  remains  for  me  to  thank  you  for  the  patience 
with  which  you  have  listened  to  these  few  remarks.  It  is 
the  men  who  do  the  work,  quite  as  much  as  the  work  done, 
who  make  the  status  of  a  profession  or  occupation  of  any 
kind.  If  the  members  of  the  Birmingham  Accountants' 
Students'  Society  fully  realise  the  importance  and  honor- 
ableness  of  their  duties  they  will  do  much  for  the  town  and 
trade  of  Birmingham,  and  for  the  benefit  and  repute  of  the 
profession  throughout  the  country. 


CHAKTERED    ACCOUNTANTS'    STUDENTS' 
SOCIETY  OF  LONDON. 


PARTNERSHIPS. 
Theib  Formation,  Continuance  and  Dissolution. 


By  Mb.  John  Bath,  F.C.A. 


This  lecture  was  delivered  by  Mr.  John  Bath,  F.C.A.,  on 
the  25th  March,  Mr.  J.  H.  Champness,  F.C.A.,  in  the  chair. 
Mr.  Bath,  on  rising,  said  : — 

In  your  occupations  and  studies  you,  no  doubt,  have  had 
before  j'ou  this  important  subject  "Partnerships,"  and 
although  I  cannot  hope  to  enlighten  you  to  any  great  extent, 
I  beg  to  submit  to  you  the  result  of  28  years'  experience  and 
study  for  your  careful  consideration. 


J 
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My  subject  is  a  very  brood  one,  wide  enough  indeed,  if  we 
were  inclined  to  treat  of  all  the  side  issues  of  it  which  arise 
in  our  experience,  to  take  up  many  nights  of  our  time,  and 
even  then  leave  the  subject  unexhausted.  But  the  precedents 
which  have  been  trodden  out  by  our  predecessors  are  of  more 
value  to  the  student  than  any  amount  of  mere  detail,  yet 
this  detail  will  be  intruding  itself  always  upon  you,  and  will 
have  to  be  dealt  with  from  time  to  time  as  it  may  arise. 
There  will  be  many  things  unsaid  to-night,  no  doubt,  which 
ought  to  be  said,  and  others  against  which  objection  may 
be  taken,  but  at  the  end  of  my  lecture  there  will  be  ample 
time  and  opportunity,  so  far  as  1  am  concerned,  to  make  up 
for  these  or  any  other  sins  of  omission  or  commission  that 
may  have  been  committed. 

There  are  several  modes  of  partnership,  but  however  they 
may  have  I'een  formed,  they  must  result  in  becoming  one  of 
the  following  kinds  : — 

1.  The  Unlimited. 

2.  The  Limited  under  the  Act  to  amend  the  Law  of 
Partnership  (5th  July,  1865.) 

8.  Limited  Liability  under  the  several  Companies'  Acts. 

The  various  phrases  and  workings  of  the  partnership  laws 
under  each  aspect,  are  more  f amilar  to  that  profession  which 
is  linked  with  our  own,  under  the  term  of  "  harpies  "  by  an 
exhaultcd  personage.  Into  the  domain  of  that  profession 
we  are  not  able,  nor  do  we  desire,  to  enter.  Our  remarks 
will  be  confined  to  pointing  out  the  various  terms  which  it 
will  be  most  prudent  to  consider  when  a  partnership  is  being 
arranged.  All  discussion  upon  the  various  modes  of  partner- 
ship and  remedies  required  must  result  in  a  matter  of 
opinion  as  to  which  is  the  best,  and  what  alteration  in  the 
laws  is  required.  Having  given  the  subject  much  considera- 
tion, we  think  the  easiest  and  most  effective  remedy  is  to 
alter  clause  1  of  the  Companies'  Act,  (7th  August,  1882) 
putting  the  words  "  two  or  more "  in  place  of  the  word 
**  seven."  So  altered,  the  clause  would  read  thus:  "Any 
two  or  more  persons  associated  for  any  lawful  purpose  may 
form  an  incorporated  Company  with  or  without  limited 
liability."  However  that  may  be  eventually  settled,  we  may 
dismiss  it  now  from  any  furtner  consideration. 

A  partnership  is  naturally  divisible  into  its  formation, 
continuation,  dissolution  and  winding  up,  and  this  prmciplo 
should  be  borne  in  mind  whenever  arrangements  for  a 
partnership  are  being  entered  into. 

The  laws  of  our  country,  which  are  always  changing, 
sometimes  in  their  changing  affect  partnerships — the  lai;est 
instance  being  that  of  "  The  Married  Women's  Property 
Act."  Under  that  the  married  women  are  as  capable  of 
holding  a  partnership  share  as  are  married  men  or  single  ; 
so  that  whatever  may  be  true  with  regard  to  the  subject 
before  us  this  evening,  it  must  be  remembered  that  it  is 
subject  to  disturbance  by  the  operations,  very  frequently  in- 
dir33b.  of  lejil  ch\np?. 

The  formation  of  a  partnership  may  be  verbal  or  in  writ- 
ing. The  shortest  definition  of  a  partnership  is,  perhaps,  the 
best  "  that  of  persons  in  a  joint  adventure  sharing  profits." 
It  may  be  formed  without  any  writing,  but  it  is  very  absurd 
for  a  partnership  to  be  formed  in  that  way.  It  is  then  a 
mere  partnership  at  will.  You  will  see  sometimes  a  capita- 
list join  a  working  partner,  and  when  he  has  got  all  his 
knowledge,  write  a  note  that  the  partnership  is  at  an  end  on 
and  after  such  a  date,  or  it  may  be  even  forthwith,  or  the 
working  partner  may  leave  the  premises  and  a  note  behind 
him  saying  that  he  will  leave  the  firm  at  10  o'clock  on  the 
next  day  unless  his  share  of  the  profits  is  increased  by  50 
per  cent.  Either  of  these  events  being  possible,  there  is 
enough  said  to  prevent  any  reasonable  person  from  enter- 
ing into  such  a  partnership.  Without  doubt  the  only 
reasonable  way  to  enter  into  a  partnership  is  by  terms  in 
writing.  The  writing  in  itself  is  of  course  nothing  but  a 
memorandum  of  things  agreed  upon  and  rendered  binding 
and  useful  for  reference.  The  preparation  of  the  terms 
themselves  is  of  the  first  importance.     They  are  equally 


binding  whether  prepared  by  the  partners,  a  solicitor,  or  an 
accountant.  All  that  is  necessary  is  experience  in  the  work 
of  such  matters. 

We  thus  approach  our  first  branch  of  the  subject — the 
terms  of  formation. 

These  terms  should  commence  with  the  usual  declaration 
that  the  persons  described  will  on  and  after  a  certain  date 
start  as  partners  in  a  stated  profession  or  business.  The 
amount  of  each  partner's  share,  and  tne  only  way  in  which 
it  is  to  be  brought  mto  the  firm  should  be  described.  The 
usual  clause  that  each  partner  should  indemnify  the  other, 
and  the  state  against  their  private  debts  may  be  left  out,  a.s 
the  partnership  assets  are  no  more  liable  for  the  private 
debts  of  a  partner  than  for  those  of  an  entire  stranger.  The 
creditor  trusts  his  debtor,  and  cannot  change  his  position 
after  the  debt  is  created.  The  share  of  a  partner  in  a 
business  is  liable  for  his  sepajrate  debts,  but  then  you  have 
to  find  it  and  define  it,  and  if  the  partners  draw  oat  all 
their  earnings  and  are  trading  solely  with  burrowed  capital. 
or  if  the  liabilities  equal  or  exceed  the  assets  and  the  capit:U. 
they  can  have  no  separate  share  in  the  business — at  leasE 
with  any  value  in  it. 

The  name  or  style  of  the  firm  should  be  stated,  and  in 
deciding  upon  it,  care  should  be  taken  not  to  infringe  npon 
that  of  any  other  firm.  The  place  of  businuss  should  be 
mentioned  and  the  tenancy  clearly  defined.  A  clause  ougb: 
to  be  inserted  saying  whether  either  partner  shall  be  engaged 
in  any  other  business  or  not,  and  if  so  how  the  profits  there- 
from shall  be  dealt  with,  otherwise  disagreements  frequently 
occur.  The  clause  should  run,  perhaps,  that  any  other 
profits  made  by  either  partner  beyond  those  made  in  this 
business,  should  be  paid  into  this  business  to  the  joint 
credit  or  trading,  or  profit  and  loss,  account.  As  to  the  goodwill 
of  the  business  it  should  be  defined  at  the  price  at  which  it 
is  to  be  taken  over.  If  it  is  not  clearty  stated  the  owner  of 
it  loses  it  immediately  the  partnership  commences,  and  it 
becomes  the  joint  property  of  the  firm.  Many  great  hani- 
ships  have  been  suffered  by  omitting  to  decide  upon,  and 
define,  this  point  in  the  terms  of  a  partnership.  If  nothing 
is  paid  for  it  the  value  of  it  ought  to  be  credited  to  the  owner 
in  share  of  the  capital.  You  will  find  sometimes  a  partner- 
ship being  formed  on  the  basis  that  the  goodwill  is  to  be 
charged  to  the  incoming  partner,  or  that  he  is  to  pay  for 
half  to  the  firm.  The  best  way  is  to  take  the  goodwill  among 
the  assets  of  the  firm,  and  let  it  form  part  of  the  owner  s 
capital. 

The  time  during  which  the  partnership  is  intended  to  run 
should  be  stated,  and  the  mode  of  its  termination.  The 
most  simple  way  is  perhaps  that  of  saying  that  the  partner- 
ship shall  exist  for  14  years,  or  any  other  agreed  term  of  years, 
and  that  after  the  1st  2nd  or  3rd  year  as  may  be  agreed,  six 
months  notice'  in  writing  may  be  given  by  either  partner  to 
the  other  for  its  termination  at  the  expiry  of  the  time  of 
such  notice.  Provision  should  also  be  made  that  in  case  of 
no  agreement  having  been  come  to  prior  to  the  expiry  of 
such  notice,  that  on  such  expiry,  the  estate  shall  be  vested 
in  a  trustee  for  realisation,  and  if  such  trustee  be  not  agreed 
upon  each  partner  shall  nominate  a  friend  to  agree  upon  such 
trustee,  and  if  the  persons  nominated  cannot  agree  upon  a 
trustee  they  shall  appoint  an  umpire  who  shall  do  so.  If  either 
partner  shall  not,  within  such  time,  agree  up<m  a  trustee,  or 
nominate  a  friend,  the  other  partner  may  choose  the  trustee 
or  two  trustees  may  be  appointed,  one  to  be  nominated  by 
either  partner,  but  this  plan  is  objectionable  on  the  ground 
of  expense  and  difficulty  of  working. 

The  goodwill  ceases  upon  the  decease  of  a  partner,  and  it 
would  seem  prudent  to  provide  for  its  gradual  liquidation 
within  a  specified  time.  The  cost  of  a  lease,  if  anything  if 
charged  or  paid  for  it,  should  be  treated  in  a  similar  manner. 
The  cost  of  machinery  and  plant,  fixtures,  &c.,  should  also 
meet  with  like  treatment. 

The  continuance  of  the  partnership  may  now  occupy  our 
attention,  and  deserves  our  close  interest.   The  pleasant  work- 
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ing  of  a  partnership  depends,  of  course,  chiefiy  upon  tlie  good 
temper  and  reasonable  frame  of  mind  of  the  partners  them- 
selves, but  next  to  that  is  certainly  the  equity  of  terms  upon 
which  both  are  trading  together. 

The  name  of  the  Bankers  ought  to  be  stated,  and  the  mode 
of  hi<,'riing  cheques,  accepting  bills,  and  other  securities. 
Although  it  is  nothing  to  tlie  outside  world,  it  often  saves 
trouble  if  a  clause  is  inserted  that  neither  partner  shall  give 
security  or  become  bond  for  any  person.  The  rate  of  interest 
to  be  ^iven  to  capital  should  be  stated,  and  when  it  sliould  be 
carried  to  credit.  The  division  of  Profit  and  Loss,  both  in 
trading  and  realisation  should  be  clearly  stated.  The 
drawings  should  be  defined,  and  arrangements  stated 
for  rectification  if  profits  should  not  equal  drawings, 
Ovenlravvings  should  not  he  allowed  and  arrangements  should 
be  made  for  repaying  them  if  they  should  take  place,  and  also 
penalties  for  retaining  monies  received  which  belong  to  the 
firm.  The  giving  of  credit  should  be  determinable  if  either 
partner  gives  written  notice  thereof  to  the  other.  A  limit  to 
the  amount  of  any  one  purchase  should  be  fixed  or  some  other 
arran<4cment  of  that  sort  should  be  uia<lc  according  to  the 
business  under  consideration. 

The  mode  of  hiring  and  dismissing  assistants  should  be  do- 
fined,  neither  partner  should  make  himself  a  debtor  to  the 
firm  without  his  partner's  concurrence  in  writing. 

The  Books  of  accounts  should  bo  made  out  and  duly  kept 
as  may  be  nt^cc^s-^ary,  and  a  time  statcvl  when  a  statement  of 
alTairs  should  be  taken  and  a  balance  sheet  should  be 
drawn  up.  The  duty  of  doing  this,  or  seeing  to  its  being  ilono, 
should  be  given  to  one  partner  with  power  to  the  other  to  doit, 
if  it  h<i  not  ready  by  a  time  stated.  There  should  be  a  clause 
that  if  such  accounts  be  not  ol)jectoil  to  in  writing  within 
two  months  after  th(;y  are  prepared  tiiey  sliall  be  binding  for 
ever  upon  the  partners.  Tliis  clause  fre<iucntly  prevents  great 
expense,  and  tlic  indulgence  of  a  long  chancer)'  buit  and  u>>e- 
less  quarrelling  over  matters  of  accoujit  which  are  even  often 
practically  correct  all  the  time. 

It  should  be  stipulated  that  a  debt  shall  not  be  settled  at 
less  than  its  amount,  without  the  con-^ent  of  both  parties. 

It  is  understood  that  the  time  and  attention  of  the  partners 
should  be  given  solely  to  tlie  business,  but  it  is  difficult  to 
define  a  clause  wliich  shall  not  be  too  rigid  for  observance 
unless  there  ai^  branches  or  departments  of  the  business 
^lich  may  be  easily  seperated  for  the  purposes  of  manage- 
ment or  control.  In  such  ca^es,  a  definition  is  simple  enough, 
and  should  be  made  and  writt'Mi  o.it. 

The  time  of  a  dissolution  is  determined  in  several   ways. 

It  is  detennined  as  may  be  arran:red  in  the  terms  of  the 
form'\tlon,  and  by  death,  and  by  the  bankniptcy  of  a  partner 
and  also  by  sundry  acts  of  a  partner  which  would 
give  relief  to  the  remaining  partner  on  applica- 
ation  being  made  to  the  Court  of  Chancery.  The  terms  of 
dissolution  under  a  notice  may  be  carried  out  under  an  agree- 
ment come  to  while  the  notice  is  running.  The  partners  may 
arrange  to  take  certain  parts  of  tho  assets,  and  certain  parts 
of  the  liabilities  to  themselves  respectively,  or  that  one  part- 
ner should  take  overall  the  assets,  and  all  the  liabilities  upon 
agreed  terms  for  payment  of  the  share  of  the  other  partner 
to  him.  In  this  latter  case,  security  should  be  provided  for 
the  due  payment  of  the  liabilities.  A  statement  of  accounts 
should  be  made  out,  showing  clearly  all  the  assets  and  the 
liabilites,  and  the  share  payable  to  each  partner  respec- 
tively. It  should  be  remembered  that  the  goodwill  of  a  part- 
norship  is  at  an  end  when  tho  partnership  is  dissolved, 
unless  special  provision  is  made  for  its  disposal.  It  should 
also  be  borne  in  mind  that  the  sale  of  the  goodwill  will  not 
prevent  the  vendor  carrying  on  a  similar  business  even  close 
to  the  old  premises,  unless  provision  is  taken  to  bind  the 
vendor  not  to  trade  within  a  certain  distance.  If  nothing  is 
6aid  about  goodwill,  each  partner  may  do  as  he  sees  fit  as  to 


future  trading.  In  the  case  of  a  determination  by  expulsion, 
tho  remaining  partner  would  be  a  trustee  of  his  late 
partner's  share,  and  must  make  an  equitable  arrangement 
to  pay  over  the  same  or  realise  the  estate  and  divide  the 
surplus.  In  the  case  of  detennination  by  death,  provisos 
should  be  made  for  the  immediate  preparation  of  a  state- 
ment of  affairs  to  s»how  the  position  of  the  firm  and  of  each 
partner's  share,  and  also  for  the  appointment  of  a  trustee, 
as  in  the  case  of  a  determination  under  notice,  unless 
certain  terms  be  agreed  upon  and  stated  in  the  terms  of 
partnership  for  the  payment  of  the  deceased  partner's 
share. 

In  all  agreements  for  dissolution,  care  should  be  taken 
to  apportion  the  assets  equitably  between  tho  partners. 

The  usual  statement  that  the  remainder  be  divided 
according  to  the  capital  of  each  partner  may  work  much 
mischief. 

Thus,  if  in  tho  case  of  an  equal  partnership,  the  shares 
were  respectively  £1,000  and  £'4,000,  and  there  was  a  loss 
of  £2,000  on  realization  ;  under  that  reading,  one  share 
would  be  tGOO,  and  the  other  £2,400,  whereas  the  one  should 
bo  nothing  and  the  other  .£3,000.  Or  this — something  like 
which  did  actually  occur — one  .share  was  £1,500,  the  other 
£4,500,  and  there  was  a  loss  of  £2,000.  The  arrangement 
was  that  each  partner  should  receive  .€1,000,  and  the  re- 
mainder bo  apiK)rtioned  pro  rata.  The  result  was  that  £1,500. 
obtained  £1,250,  and  £4,5(X)  only  £2,750.  The  apportion- 
ment should  have  been  to  £1,500,  £500,and  to  £4,500,  £3,500. 
The  loss  should  have  boon  equally  divided,  and  after  that 
the  pro  rata  apportionment  should  have  been  made. 

The  usual  arbitration  clause  should  always  form  a  part  of 
the  tonus  of  partnership,  but  if  it  is  intended  to  cover 
differences  as  to  matters  of  fact  as  well  as  of  opinion,  it 
must  be  so  stated.  This  clause  should  be  in  the 
agi'ecment  of  partnership  and  in  the  agreement  for  dissolu- 
tion. 

A  few  remarks  may  be  made  on  the  advice  to  be  tendered 
to  clients  on  the  formation  of  a  partnership.  It  is  advis- 
able not  to  take  any  rospon^ibility  as  to  the  value  of  any 
item  in  a  statement  of  affairs,  but  to  guard  against  it  by 
writing  in  a  report  that  the  value  of  such  an  item  is  stated 
r.pon  the  authority  of  so  and  so,  and  that  the  book  debts  are 
estimated  by  so  and  so. 

Upon  the  soundness  of  the  business,  there  will  bo  tho 
general  circumstances  of  the  case  to  guide  you,  and  you 
may  remember  that  in  a  manufacturing  or  wholesale  busi- 
ness the  remuneration  upon  capital  including  personal 
services,  should  be  from  20  to  'I'y  per  cent,  per  annum,  and 
in  a  retail  business  about  40  per  cent.  It  is  advisable  also 
to  supply  your  client  with  a  purchase  account,  showing 
the  working  of  the  new  firm  as  it  may  be  fairly  esti- 
mated. 

A  few  words  now  about  our  friends  tho  solicitors,  in  rela- 
tion to  this  question.  They  are  not  the  jealous  and 
ungonerous  persons  that  they  are  sometimes  represented  to 
be.  In  my  experience  of  28  years,  I  have  to  say  this,  that 
in  any  difficulty  or  want  of  knowledge — practical  or  legal 
— in  relation  to  this  question  that  I  have  wanted  to  be 
clear  about,  they  have  at  all  times  kindly  and  freely  given 
me  all  the  information  I  have  wanted,  regardless  of  its 
having  led  to  business  with  them  or  not.  No  one  of  them 
has  ever  manifested  any  hesitation  or  avoided  any  trouble 
which  may  have  been  occasioned  by  the  application,  and  I 
am  most  certain  that  we  have  only  to  act  fairly  within  the 
bounds  of  our  profession,  to  become  possessed  of  the 
same  kindness  and  consideration  in  all  our  future 
years. 


After  the  usual  discussion,  a  vote  of  thanks  was  accorded 
the  lecturer  for  hit  instructive  and  practical  lecture. 
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MERCANTILE  LAW— TREATED  GENERALLY. 


By  J.  GooDE,  Esq.,  Barrister-at-Law. 


On  Tuesday,  the  22nd  April,  1884,  a  meeting  of  the  above 
society  was  held  at  the  Masons'  Hall  Tavern,  to  hear  a 
lecture  by  Mr.  J.  Goode,  Barrister-at-Law,  on  "  Mercantile 
Law,  treated  generally. 

The  lecturer  having  been  introduced  by  Mr.  Van  de  Linde, 
who  was  in  the  chair,  prefaced  his  lecture  by  a  few  remarks 
on  the  largeness  and  importaiice  of  the  subject  he  had  to 
deal  with,  and  then  proceeded  as  follows : — 

In  the  chief  work  on  Mercantile  Law,  treated  as  a  whole 

I  mean  Smith's  Mercantile  Law— the  subject  is  divided  as 
follows:—!.  Mercantile  Persofis ;  2.  Mercantile  Proi^crty ;  3. 
Mercantile  Contracts;  4.  Mercantile  Remedies. 

Mercantile  Persons,  i.e.,  persons  by  whom  trade  may  be 
carried  on,  are  divided  into  Individuals  and  Fartnershijis 
(including  those  more  extensive  partnerships  commonly 
called  Co7ni)anies)  and  their  respective  Agents. 

I  will  postpone  any  further  mention  of  mercantile 
individuals  till  I  come  to  the  capacity  of  parties  to  mercantile 
contracts.  And  the  subjects  of  Partnership,  Companies, 
ajid  Mercantile  Agency  are  too  extensive  for  me  at  present 
to  touch  upon  at  all. 

I  therefore  pass  on  to  Mercantile  Property.  This  consists 
mainly,  if  not  entirely,  of  pure  personal  property.  On  the 
subject  of  property,  in  general,  1  must  make  a  few  remarks 
by  way  of  explanation.  The  main  division  of  property  in 
English  law  is  :— 1.  J^eal  Property.     2.  Personal  Property. 

Real  property  is  often  said  to  consist  of  Land.  But,  to' be 
more  accurate,  we  must  say  that  it  consists  of  freehold  and 
copyhold  estates  and  interests  in  land.  The  word  kind  is  here 
used  in  its  legal  sense,  and  in  this  sense  it  has  a  more  exten- 
sive meaning  than  it  has  in  its  popular  sense.  In  its  legal 
sense,  it  means  not  only  the  soil  itself,  but  also  (with  some 
exceptions)  everything  affixed  or  attached  to  the  soil,  such 
AS  mmes,  minerals,  timber  and  other  trees,  buildings  and 
fixtures.  It  even  includes  the  space  above  the  soil  to  an 
indefinite  height,  according  to  the  maxim  Citjus  est  solum 
ejus  est  iisque  ad  cceUnn. 

kWoihcti^roipeTtyi^  personal  property.  This  is  sub-divided 
into  two  classes.  1.  Cluittels  real,  or  impure  personalty.  2. 
Cliatteh  personal,  or  pure  personalty.  Chattels  real  are  things 
which  savour  of  real  property.  The  chief,  and  almost  the 
only,  instance  is  a  leasehold  interest  in  land,  using  this  word 
land  in  its  legal  and  more  extensive  sense.  Chattels 
personal,  which  comprise  all  other  kinds  of  personal  property 
are  themselves  again  sub-divided  into:  1.  Choses  in 
jjossession.  2.  Choses  in  Action.  Choses  in  possession  com- 
prise ordinary  moveable  property.  Choses  in  action  are 
things  of  which  the  owner  has  not  the  possession  or  actual 
onjovnient,  but  has  a  right  to  demand  by  action  or  other 
legal  proceeding,  e.g.,  a  debt  arising  from  a  contract,  or  a 
claim  for  damages  arismg  from  a  tort  or  civil  wrong.  A  bill  of 
oxcliuiige  or  a  promissory  note  is  an  example  of  a  chose  in 
act^i  n .  For  although,  if  looked  at  as  a  mere  piece  of  paper,  it  is 
A  choBcm  possession,  yet  if  looked  at  as  evidence  of  the  holder's 


right  to  a  sum  of  money,  it  is  a  chose  in  action.  And  the 
same  may  be  said  of  a  bill  of  lading.  Hence,  it  will  appear 
that  mercantile  property  consists  almost  entirely  of  chattels 
personal,  or  pure  personal  property. 

I  now  come  to  Mercantile  Contracts,  to  which  subject  I 
propose  to  devote  the  chief  part  of  this  lecture.  Time  doea 
not  permit  me  to  deal  with  particular  mercantile 
contracts,  such  as  Contracts  of  Afioreightment,  Contract* 
of  Insurance,  Bills  of  Exchange,  and  so  on.  I  will,  therefore, 
deal  more  particularly  with  the  jyrinciples  of  mercantile 
contracts,  and  as  these  do  not  differ  in  any  material  respect 
from  the  principles  applicable  to  other  contracts,  1  will 
discuss,  as  far  as  time  will  permit  me,  the  principles  of  con- 
tracts generally. 

The  question — what  is  a  contract  ? — does  not  admit  of  a 
short  answer,  for  the  notions  involved  in  the  term  contract 
are  both  numerous  and  complicated.  The  best  short  descrip- 
tion of  a  contract  is  that  given  by  the  late  ^Ir.  Austin  in  bis 
lectures  on  jurisprudence,  viz.,  an  agreement  which  the 
courts  of  justice  will  enforce.  Now,  an  agreement  is  com- 
posed of  an  offer  and  an  acceptance .  And  therefore,  a  con- 
tract is  composed  of  these  three  elements: — 1.  An  offer. 
2.  An  acceptance  of  that  offer.  3.  The  tie  of  law,  binding 
the  parties — which  the  ancient  Roman  jurists  called  ohlitHMio 
ov  vinculum  juris.  An  offer  and  an  acceptance  do  not  of 
themselves  constitute  a  contract,  for  the  offer  may  be  to  do 
something  which  is  illegal.  A  legal  tie,  therefore,  is  essential 
to  a  contract.  Ard  what  are  the  requisites  of  this  legal  tie? 
Shortly  they  are  these : — 1.  Parties  competent  to  contract 
2.  A  lawful  subject-matter.  3.  Clear  and  explicit  wordu 
expressing  the  intentions  of  the  parties. 

An  offer  may  be  revoked  at  any  time  before  it  is  accepted. 
This  is  so  even  when  the  party  making  the  offer  dcclires 
that  he  will  keep  it  open  for  a  certain  length  of  time,  unle?*, 
indeed  he  receives  some  consideration  for  his  undertaking  to 
keep  it  open  for  such  time.  Thus,  if  to-day  A  offers  goo^^is  to 
B  for  sale  at  a  certain  price,  and  gives  B  till  four  o'clock  t> 
morrow  to  decide,  yet  A  may  sell  the  goods  to  C,  or  mar 
simply  revoke  his  offer  at  am'  time  before  four  o'clock  to- 
morrow, provided  B  has  not  in  the  meantime  accepted  tiie 
offer.  But  if  B  were  to  say  to  A  "  At  present  I  do  not  know, 
but  the  refusal  of  your  offer  for  a  definite  time  is  worth 
something  to  me,  and  1  will  give  you  so  much  to  keep  itopt'n 
till  four  o'clock  to-morrow,"  or  if  he  say  **  If  you  will  keep 
your  offer  open  till  four  o'clock  to-morr^^  I  will,  in  the 
event  of  taking  tlie  goods,  add  so  much  to  the  price,"  and  A 
were  to  agree  to  this,  then  A  would  be  bound  to  keep  his 
offer  open. 

The  revocation  of  an  offer  may  be  either  cjrpress  or  impli(^. 
If,  for  example,  the  offer  be  not  accepted  within  a  reason- 
able time,  there  is  an  implied  revocation  of  the  ofer. 
Or,  if  the  person  who  made  the  offer  has,  to  the  knowldW 
of  the  other  party,  done  some  act  inconsistent  with  the  con- 
tinuance of  the  offer,  such  as  selling  the  property  to  a  third 
person,  the  offer  is  impliedly  revoked.  And  it  would  seem 
from  a  recent  decision  of  the  Court  of  Appeal  (Dickinson  t. 
Dodds,  2  Ch.  D.  463)  that  the  sale  of  the  property  to  a  third 
person  of  itself  amounts  to  a  revocation  of  the  offer,  even 
although  the  person  to  whom  the  offer  was  first  made  had 
no  knowledge  of  the  sale.  When,  however,  the  revocatioB 
is  expressly  made,  it  is  not  complete  until  it  is  conimanicst«^ 
to  the  other  party.  A  revocation,  therefore,  coznniunicaied 
after  acceptance,  though  determined  upon  before  tie 
acceptance,  is  too  late. 

In  order  that  an  offer  and  an  acceptance  may  amount  U> 
an  agreement,  the  acceptance  must  bo  absolute  and 
unqualified.  If  there  be  any  qualification,  or  new  term  it 
the  acceptance,  there  is  no  contract  until  such  qualifica^ 
or  new  term  is  agreed  to  by  the  party  making  the  offer. 

When  an  offer  and  an  acceptance  take  place  by  cones- 
pondence  through  the  post,  it  is  now  settled,  after  some  con- 
flict of  judicial  opinion,  that  the  contract  is  complete  as  soca 
as  the  letter  accepting  the  offer  is  posted,  even  though  u 
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never  reaches  the  party  to  whom  it  is  addressed.  But  if  the 
revocation  of  an  offei  is  sent  by  post,  it  is  not  complete  till 
it  reaches  the  party.  If,  therefore,  the  revocation  is  posted 
first,  but  the  acceptance  is  posted  before  the  revocation 
reaches  its  destination^  there  is  a  complete  contract. 

Both  an  offer  and  an  acceptance  may  be  communicated 
by  the  conduct  of  the  parties,  as  well  as  by  their  words. 

An  offer  and  an  acceptance  may  be  said  to  be  composed  of 
three  things,  viz.,  a  request,  aproinisCy  and  a  consideration. 
There  must  be  at  least  two  parties  to  a  contract,  and  one  of 
the  parties  makes  a  request  and  a  promise  and  the  other 
party  gives  a  consideration  for  that  promise.  If  wo  assume 
tliat  an  action  is  brouglit  by  the  one  party  against  the 
other,  we  shall  find  that  the  promise  is  made  by  the 
defendant  in  the  action,  for  the  ground  of  the  action  is  the 
breach  of  his  promise.  And  as  the  party  who  makes  the 
promise  also  makes  a  request,  it  follows  that  the  defendant 
in  the  action  makes  both  a  request  and  a  promise.  But 
there  is  this  further  point  to  be  observed,  viz.,  that  either 
party  to  the  contract  might  be  the  defendant  in  the  action, 
and  hence  it  follows  that  each  party  to  the  contract  makes 
both  a  request  and  a  promise,  and  each  party  gives  a  con- 
Mideration  to  the  other  party  for  that  other  party's  promise. 
In  perhaps  the  great  majority  of  cases  the  promise  of  the 
one  party  is  the  consideration  for  the  promise  of  the  other 
imrty,  and  the  consideration  which  the  plaintiff  in  the 
action  gives  in  return  for  the  defendant's  promise  would  be 
called  his  promise,  if,  instead  of  being  the  plaintiff,  he  were 
himself  the  defendant  in  the  action ;  and,  converselv,  the 
promise  of  the  defendant  would  l^e  called  his  ccnsideration 
if,  instead  of  being  the  defen<lant,  he  were  him.self  the 
plaintiff  in  the  action.  When  the  plaintiff's  consideration 
consists  of  a  promise  to  do  something,  it  is  said  to  be  an 
executory  consideration.  But  sometimes  it  consists  of  the 
performance  of  a  promise,  that  is  of  something  actually 
clone  by  the  plaintiff  at  the  defendant's  request  either  for 
the  benefit  of  the  defendant,  or,  at  least,  at  the  cost  of  the 
])laintiff,  and  then  it  is  said  to  be  an  executed  considera- 
tion. . 

The  consideration  always  moves  from  the  plaintiff,  and 
must  move  from  him.  If  the  plaintiff  has  given  no  con- 
sideration for  the  defi'ndants -promise,  or  if  the  plaintiff  is 
a  stranger  to  the  con  side  rat' on  which  was  given  for  the 
defendant's  promise,  *.  e.,  if  such  consideration  moved  from 
»ome  other  i)erson  than  the  plaintiff,  the  action  must  fail 
unless  the  plaintiff  sues  as  airent  of  the  person  from  whom 
the  consideration  moved.  Thus,  if  A  owes  money  to  B,  and 
C  promises  A,  that  if  A  will  do  something  for  C's  benefit  he 
(C)  will  pay  the  debt  owing  by  A  to  B,  B  cannot  sue  C  on  tViis 
promise,  although  it  would  be  to  B's  Q.dvantage  that  the 
promise  should  be  i)erformed.  For  the  consideration  for 
C's  promise  moves  from  A  and  not  from  B,  or  in  other  words, 
I>  is  a  stranger  to  the  consideration. 

A  consideration  is  an  essential  part  of  every  contract, 
except  a  contract  under  soai,  t.  /*.,  a  contract  made  by  deed. 
This  is  the  chief  distinction  between  a  contract  under  seal 
And  a  contract  not  under  seal,  viz.,  that  in  the  latter  a  con- 
tiideration  must  be  provcMl.  When  a  contract  is  made  by 
<leed,  the  law  conclusively  pres. lines,  from  the  deliberate 
nature  of  the  transaction  that  there  was  a  consideration  for 
the  promise,  (which  promise  being  under  seal  is  called  a 
covenant),  and  will  not  admit  evidence  to  the  contrary. 
But  when  a  promise  is  made,  whether  verbally  or  in  writ- 
ing not  under  seal,  it  cannot  be  enforced,  unless  a  considera- 
tion was  given  for  it.  There  is  one  instance,  viz.,  in  the 
ease  of  a  bill  of  exchange  and  a  promissory  note  where  the 
consideration  is  implied.  A  person  suing  on  a  bill  or  note 
]»  presumed  to  have  given  a  consideration  for  the  defendant's 
promise  to  pay  the  bill  or  note  at  maturity,  whether  such 
defendant  be  the  acceptor  or  drawer,  or  indorser,  or  the 
maker  of  the  note.  This  does  not  mean  that  no  considera- 
tion is  necessary  in  such  a  case.  It  only  means  that  the 
plaintiff  who  sues  on  a  bill  or  note,  need  not  in  the  first 


instance  prove  the  consideration;  but  if  the  defendant 
denies  that  the  plaintiff  gave  a  consideration,  then  the 
plaintiff  must  prove  it. 

The  law  does  not,  as  a  rule,  require  that  the  consideration 
should  be  adequate  ;  and  therefore  a  contract  will  not,  ns  a 
rule,  be  set  aside  on  the  ground  of  inadequacy  of  considcra^ 
tion.  But  if  the  inadequacy  be  very  gross,  a  presumption 
arises  that  the  plaintiff  must  have  been  gailby  of  some  fraud 
or  undue  influence,  and  if  he  does  not  rebut  this  presump- 
tion his  action  must  fail.  And  when  a  contract  is  made 
between  two  persons,  between  whom  some  fiduciary  or  con- 
fidential relationship  exists,  e.g.,  >\lipro  a  solicitor 
purchases  from  his  client,  the  law  administered  by  the  Court 
of  Chancery  (now  the  Chancery  Division  of  the  High  Court 
of  Justice),  which  is  commonly  called  equity,  re(iuires  that 
the  consideration  should  be  fully  adequate,  i.e.,  that  the 
utmost  value  should  be  given. 

I  said  just  now  that  besides  an  offer  and  an  acceptance,  a 
legal  tie  is  necessary  in  order  to  constitute  a  contract,  and 
that  one  of  the  requisites  of  this  legal  tie  is  the  competency 
of  the  parties  to  the  contract. 

The  law  presumes  that  there  is  in  every  one  thi-^  capacity 
to  contract ;  and  therefore  wlu  r:*  exemption  from  liability  to 
fulfil  an  engagement  is  claimed,  by  reason  of  the  want  of 
such  capacity,  this  fact  must  be  strictly  established  on  the 
part  of  him  who  claims  the  exemption.  The  usual  instances 
where  this  exemption  is  claimed  are  the  cases  of  insane 
persons,  infants,  and  married  women. 

Insane  persons  are  of  twokmds  : — idiots  and  lunatifs.  An 
idiot  is  one  who  has  had  no  understanding  from  his  birth, 
and  who  is  by  law  presumed  not  to  bo  likely  to  acquire  any. 
A  lunatic  is  one  who  has  had  understanding,  but  has  lost  it 
by  sickness  or  other  infirmity  ;  and  he  is  presumed  in  law 
to  be  capable  of  acquiring  it  again.  Both  idiots  and  lunatics 
are  competent  to  make  contracts  for  necessaries,  i.  e.,  things 
necessary  to  maintain  them  in  their  station  in  life.  And 
this  is  probably  the  utmost  extent  to  which  an  idiot  can 
contract.  But  with  lunatics  the  case  is  different,  for  these 
frequently  havi  lucid  intervals,  and  a  person  dealing  with  a 
lunatic  is  not  necessarily  oware  of  his  lunacy.  The  rule, 
therefore,  with  regard  to  lunatics  is — when  the  lunatic's 
state  of  mind  is  unknown  to  the  other  contractmg  party, 
and  no  advantage  is  taken  of  him,  and  the  contract  is 
executed  wholly  or  in  part,  so  that  the  parties  cannot  be 
restored  to  their  former  position,  the  contract  cannot  be 
avoided  on  the  ground  of  lunacy. 

Infants,  i.  e.,  persons  male  or  female,  under  the  age  of 
21  years,  are  incompetent  to  contract,  except  for  necessaries. 
Other  contracts  of  infants  are  either  void  or  voiIabh\  As  an 
example  of  the  former  I  may  refer  to  the  Infant  Belief  Act, 
1874,  which  enacts  that  all  contracts  entered  into  by 
infants  for  the  repayment  of  money  lent,  or  to  be  lent,  or  for 
goods  supplied,  or  to  be  supplied  (other  than  contracts  for 
necessaries)  shall  be  absolutely  void.  A  contract  of  partner- 
ship entered  into  by  an  infant  would  be  an  instance  of  a 
voidable  contract.  But  although  one  of  the  characteristics 
of  a  voidable  contract  is  that  it  may  be  rectified,  yet  an 
infant  cannot  ratify  his  voidable  contract,  nor  can  he  do  so 
after  he  is  of  full  age.  For,  by  the  same  Act  (the  Infant 
Relief  Act,  1874),  no  action  shall  be  brought  upon  the 
ratification  made  after  full  age,  of  an  infant's  contract, 
whether  there  shall  or  shall  not  be  any  new  consideration 
for  such  ratification.  The  rule  before  this  Act  was  that  a 
person  of  full  age  might  ratify  a  contract  made  by  him 
during  infancy,  provided  such  ratification  was  in  writing 
signed  by  him.  Notwithstanding,  however,  the  personal 
incapacity  of  an  infant,  he  may  make  valid  contracts  as 
agent  for  some  other  person,  for  the  contract  of  an  agent  is 
deemed  in  law  to  be  the  contract  of  the  principal,  and, 
therefore,  it  is  sufficient  if  the  principal  has  capacity  to 
contract. 

With  regard  to  married  women,  the  lawhasbeen  matcriallj 
alteredby  the  Married  Women's  Property  Act,  1882.  Theruleof 
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shares  they  proposed  lo  deal  with,  thereby  putting  a  stop  to 
gambling  in  bank  shaics  which  might  have  led  to  ruinous 
disaster,  and  also  replied  to  questions  on  the  stoppage  of 
goods  in  transitu,  the  security  of  bills  of  lading,  con 
structive  possession,  whether  advowsons  were  freehold 
property,  and  other  subjects. 

After  the  thanks  of  the  meeting  had  been  voted  to 
Mr.  Goode  for  his  able  lecture,  a  vote  of  thanks  to  the 
chairman  terminated  the  proceedings. 


CHARTERED  ACCOUNTANTS'  STUDENTS    SOCIETY 

OP  LONDON. 


On  Tuesday,  the  8th  of  April,  the  first  annual  meeting  of 
the  above  society,  was  held  at  the  Masons'  Hall  Tavern. 
Mr.  F.  Whinney,  F.C.A.,  the  vice-chairman  of  the  Council 
of  the  Institute  of  Chartered  Accountants,  and  president  of 
the  society  in  the  chair.  The  notice  convening  the  meeting 
having  been  taken  as  read,  the  minutes  of  the  last  general 
meeting  were  read  and  confirmed.  The  financial  statement 
having  been  taken  as  read,  the  chairman  moved  the  adop- 
tion of  the  report  and  in  so  doing  made  a  few  remarks  on 
the  position  of  the  Society  and  the  report  generally.  Having 
referred  to  the  connection  between  the  Institute  and  the 
Society,  owing  to  the  latter  enabling  members  to  prepare 
for  the  examination  of  the  former,  thereby  supplying  a  much 
felt  want,  as  accountants  up  to  the  present  time  have  not 
had  those  opportunities  for  preparing  and  cducatmg  them- 
selves particularly  for  the  profession,  and  as  in  future  no 
members  will  be  admitted  without  passuig  the  examinations  he 
a4ded  that  the  usefulness  of  this  and  kindred  societies  must  be 
apparent.  He  stated  that  the  papers  sent  in  at  the  intermediate 
examination  were  very  good  whilst  those  at  the  final  were 
bad,  inferring  that  the  Society  had  been  such  a  short  time  In 
existence  that  though  its  effects  were  felt  by  those  candidates 
going  up  for  the  intermediate,  it  had  not  had  sufficient  time 
to  influence  those  going  up  for  the  final.  He  also  pointed 
out  that  the  London  Society  had  supplied  the  first  in  the 
last  intermediate  examination,  and  the  second  in  the  final 
in  the  persons  of  Mr.  J.  Fabian  and  Mr.  Chas.  Clayton. 
Referring  to  the  library  which  consists  of  some  55  volumes, 
the  Chairman  suggested  that  they  should  ask  permission  to 
use  the  library  belonging  to  the  Institute,  wliich  is  much 
more  extensive.  From  the  re^x)rt  it  appears  that  the 
Society  already  numbers  251  members,  out  of  which  68  are 
honorary.  Mr.  J.  R.  Ellcrman  in  seconding  the  motion 
referred  to  the  progress  of  the  society,  and  stated  that  during 
the  past  year  the  question  of  eo-o}x;ration  with  the  various 

Erovincial  societies  had  been  mooted,  and  that  their  society 
ad  agreed  to  allow  members  of  the  provincial  ones  to 
attend  their  lectures,  meetings,  &c.,  in  return  for  a  similar 
courtesy  extended  to  them.  Mr.  Ellerman  also  alluded  to 
various  propositions  wliich  had  been  ma<le  to  secure  a  room 
for  the  use  of  members,  and  the  establishment  of  classes  at 
a  nominal  fee — a  step  which  must  tend  to  increase  the 
success  of  the  society.  The  report  having  been  adopted, 
Mr.  W.  A.  Piggott,  the  honorary'  secretary,  moved  a  motion 
to  the  effect  that  the  financial  year  commence  on  the  1st 
January,  and  end  on  the  31st  December  instead  of  the 
present  dates,  and  that  the  rules  be  altered  accordingly ; 
after  some  discussion  an  amendment  proposed  by  Mr. 
Ellerman  was  lost,  and  Mr.  Piggott's  motion  which  was 
seconded  by  Mr.  Plumb  was  carried. 

The  following  officers  were  then  elected  for  the  ensuing 
year. 

Mr.  T.  A.  Welton,  F.C.A  ,  President. 

Mr.  J.  G.  Griffiths,  F.C.A.,  Vice  President. 

Mr.  F.  \V.  PixLET,  F.C.A.,  and  Mr.  J.  R.  Ellerman, 
A.C.A.,  honorary  members  of  the  committee. 


Mr.   H.   A.   Plumb,  Mr.    James    Fabian,  Mr.  P.    D. 
Griffiths,  and  Mr.  Sidney  Pears,  ordinary  members. 

Mr.  Clare  Smith,  Honorary  Treasurer. 

Mr.  King,  Honorary  Librarian. 

Mr.  Bond,  and  Mr.  H.  Fisher,  Honorary  Auditors,  and 
Mr.  \V.  A.  Piggott,  Honorary  Secretary. 

After  a  vote  of  thanks  to  the  President,  Vice-President, 
and  Council  of  the  Institute,  and  to  the  retiring  officers  of 
the  society,  a  vote  of  thanks  was  given  to  the  chairman  and 
the  meeting  dispersed. 


MANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


SOME  SUGGESTED  STUDIES. 


Bt  Mr.  John  Thomas,  F.C.A. 


The  eighteenth  ordinary  meeting  of  the  members  of  the 
Manchester  Accountants'  Students'  Society,  was  held  in  the 
Old  Town  Hall,  on  Monday  evening,  the  10th  of  March, 
1884,  at  half -past  six  o'clock. 

There  were  present  Adam  Murray,  Esq.,  F.C.A.,  (chair),- 
Messrs.  C.  R.  Trevor,  F.C.A.,  Edwin  Guthrie,  F.C.A.,  C. 
H.  Wade,  F.C.A.,  Jolm  Thomas,  F.C.A.,  J.  E.  Halliday, 
F.C.A.,  James  Boardman.  F.C.A.,  Joel  Wainwright,  F.C.A., 
W.  J.  Coleman,  A.C.A.,  \Vm.  Aldred,  F.C.A.,  and  about  35 
members. 

The  minutes  of  the  last  meeting,  held  25th  February,  were 
read  by  the  secretary,  Mr.  Piggott,  and  declared  correctl 
recorded. 

The  President  introduced  the  lecturer,  Mr.  John  Thomas, 
F.C.A.,  who  read  a  paper  on  "  Some  Suggested  Studies." 

Mr.  Thomas  said : —  .   .        •  . 

My  opening  words  must  express  the  willingiiess  with 
which,  under  the  circumstances,  I  am  standin;?  hero, 
though,  had  I  my  choice,  my  preference  would  have  been  to 
have  appeared  here  a  few  weeks  later  on.  I  could  not,  how- 
ever, resist  the  gentle  importunity  of  your  energetic  secretary, 
nor  did  I  fail  to  call  to  my  mind  that  you  indulged  me  on  a 
former  occasion  by  accepting  a  brief  paper,  and  I  assume 
the  same  characteristic  will  now  be  equally  acceptable. 

"  A  man  is  what  he  knoweth  "  was  the  wise  aphorism  of 
Lord  Bacon,  and  however  limited  may  bo  one's  attainments, 
I  suppose  we  all  feel,  and  increasingly  so  as  years  roll  on 
with  us,  a  desire  to  know  more  and  more  of  the  great  subjects 
which  agitate,  and  it  may  be,  make  for  the  well-being  of  the 
world.  Hence,  though  the  prime  object  of  your  society,  as 
I  understand  it,  is  to  aid  the  younger  members  in  securing  a 
good  position  when  their  attainments  are  tested  by  the 
Examiners  of  the  Institute,  and  the  older  members  in  increas- 
ing their  acquaintance  with  all  those  practical  questions 
which  arise  in  the  exercise  of  their  daily  duties,  yet,  as 
members  of  a  profession  which,  it  seems  to  me,  it  may  fairly 
be  said,  has  attained  a  high  public  appreciation,  it  has 
appeared  to  me  specially  the  duty  of  accountants  to  study 
with  intentness,  all  those  topics  which  relate  to  the  regula- 
tion of  our  trade  and  commerce  and  our  national  taxation 
and  expenditure,  as  well  as  the  distribution  of  public  and 
private  wealth.    Living  in  an  age  when  w«Alth  has  mo 
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than  ever  accumulated,  our  special  functions  indeed  are  to 
suggest  and  assist  in  controlling  its  wiso  and  equitable 
distribution,  but  our  aids  to  society  end  not  here,  and  my 
purpose  this  evening  is  to  spend  a  few  minutes  in  indicating 
some  of  the  directions  in  which,  as  I  think,  our  profession 
may  do  the  state — and  indeed  the  world  at  largo — groat 
service  by  careful  investigation  into  factn,  and  by  aiding  in 
the  formation  of  wise  puljlic  opinion. 

Without  affecting  that  it  is  first  in  point  of  importance, 
yet,  because  it  is  at  all  events  of  great  national  moment  I 
begin  by  referring  to  that  colossal  institution — the  synomyme 
of  wealth  and  stability — known  throughout  the  world  as  the 
Bank  of  England,  an  institution  which  performs  most 
weighty  functions  in  sustaining  our  national  credit,  and, 
which,  as  you  are  aware,  enjoys  very  large  privileges  from 
the  government.  These  privileges  are  secured  by  a  Charter 
granted — or  rather,  perhaps,  it  should  be  said  renewed  and 
enlarged — in  the  year  1844,  under  the  guidance  of  the  late 
Sir  Robert  Peel,  and  formed,  perhaps,  one  of  the  greatest 
achievements  of  his  life. 

In  the  opinion  of  many  persons,  however,  this  Charter  has 
been  in  reality  very  prejudicial  to  the  trade  of  this  countiy, 
as  creating  a  gigantic  monopoly,  and  as  being  contrary  to 
the  well  ascertained  law  which  should  regulate  our 
commerce. 

The  complaints  made  against  the  Charter,  are  amongst 
others : — 

1st.  That  since  1844  no  new  bank  has  been  permitted  to 
issue  bank  notes. 

2nd.  That  banks  then  enjoying  the  right  of  issuing  notes 
should  not  be  permitted  to  extend  it,  whatever  the  augmen- 
tation of  their  business,  and  the  opponents  of  the  Charter 
recommend  such  a  modification  of  the  law  as  to  afford 
perfect  freedom  of  issue  to  any  one  who  shall  first 
deposit  at  the  mint  bullion  or  consols  for  the  full  amount, 
tlie  government  receipt  for  the  same  being  stamped  upon  the 
face  of  the  note  previous  to  its  being  issued,  and  in  case  of 
failure  to  pay  any  note,  the  suggestion  is  that  the  master  of 
the  Mint  should  sell  the  securities  which  had  been  deposited 
and  pay  the  note  within  three  days.  On  the  other  hand  the 
securities,  and  the  interest  thereon,  should,  of  course, 
remain  the  property  of  the  depositors,  who  should  be  at 
liberty  to  reclaim  at  any'  time,  on  returning  an  equivalent 
number  of  notes. 

Thirdly. — The  opponents  would  make  no  note  a  compulsory 
legal  tender,  and  the  belief  they  express  is  that  very  speedily 
joint  notes  of  two  or  three  or  more  associated  banks  would  come 
into  use — quite  as  safe  as  any  monopol}"  bank  with  its  three 
millions  of  resers'e  fund — and  credit  rescued  from  the  hands 
of  a  class  would  expand  far  and  wide  on  a  ^^ecure  and  ever 
improving  basis  to  the  immense  benefit  of  British  commerce 
and  industry. 

In  pointing  out  this  as  an  interesting  subject  of  study,  I 
may  mention  that  for  many  years  past  the  bank  charter 
has  been  keenly  opposed  by  an  organisation  in  Liverpool, 
known  as  the  '*  Financial  Reform  Association,"  and  those 
who  are  disposed  to  pursue  this  topic  will  find  in  the  monthly 
publication  of  that  association,  entitled  the  ''  Financial 
Reformer"  sold  at  the  modest  sum  of  one  penny — much 
matter  of  a  very  instructive  kind,  which  I  commend  to  your 
thoughtful  attention. 

My  next  topic  may  seem  as  if  I  am  about  to  descend  into 
the  arena  of  party  politics,  and  yet  let  me,  with  emphasis, 
declare  that  in  reality  nothing  can  be  further  from  my  inten- 
tion, for  in  this  room,  and  to  this  society,  my  only  purpose 
is  the  elevation  and  the  public  usefulness  of  our  profession, 
and  so  that  this  is  attained  I  am  perfectly  indifferent  who  may 
tit  on  the  treasury  benches,  or  who  make  up  the  next 
National  Budget,whetheritbethebland  Sir  Stafford Northcote 
or  the  vigorous  Mr.  Childers,  they  Are  equally  acceptable  to 
me,  if  only  they  will  allow  the  genius  of,  as  I  think,  much 
needed  economy  to  exercise  its  beneficent  influence  in  keep- 
ing down  the  estimates. 


With  this  assurance  then,  I  do  not  hesitate  to  ask  your 
attention  to  tlio  methods  adopted  for  raising  the  natioiii 
revenue,  which,  in  my  humble  judgment  have  neither  the 
simplicity  nor  the  inexpensiveness  which  niight  easily  be 
devised.  As  you  are  aware  oura  is  a  mixed  system  :if 
indirect  and  direct  taxation,  and  my  impression  is  tha:  your 
research  on  this  subject  will  make  you  the  better  citizen^ 
and  enable  you  to  exercise  a  more  beneficial  influence  on 
your  generation. 

The  late  Earl  of  Derby,  a  man  of  singular  frankness  of 
nature,  remarked  that  "  by  making  the  whole  reveaie 
•♦  depend  upon  direct  taxation,  the  pressure  would  bi  y^ 
"  odious  that  wars  would  be  avoided  because  no  party  i^ou.-. 
*'  incur  the  odium  of  carrying  them  on,"  and  I  take  it  th:.> 
would  be  a  blessing  all  would  desira  to  secure.  His  son  tb: 
present  Fiarl,  a  man  of  a  calmer  order  of  mind,  remark*. 
**  I  agree  in  the  preferability  of  direct  over  indirect  taxation 
**  if  two  conditions  are  conceded,  the  first  that  of  equa!/.y 
•'  between  classes,  which  by  the  cspitalisation  theory  sttu- 
"  attainable  ;  the  second  that  of  accurate  knowledge  by  ;b 
"  government  of  private  income,  which  I  know  no  mean>  •: 
••attaining,"  but  this  last  condition  should  be  attain*rv. 
with  more  or  less  completeness  by^  methods  to  which  y/: 
may  well  in  your  leisure  give  some  attention,  and  by:.- 
higher  culture  of  the  national  conscience  to  which  yoa  cai 
give  both  your  study  and  your  bright  example. 

Kindred  to  this  subject  is  the  proper  treatment  of  ocr 
national  dobt,  on  which  I  confess  to  holding  a  stronsi  f;t^ 
ing,  because   1  conceive  that  a    nation  like   an  indi>iuUJ 
should  strive  absolutely  to  be  out  of  debt,  and  I  coiim:«  ' 
to  your    consideration  the  dissemination  of  healthy  &*-:»■ 
monts  on  this  subject.    This  is,  of  course,  not  the  time  .i 
which  to  tell  the  story  of  the  origin  ahd  progress  of  tV 
huge  national  burden  we  have  to  bear,  which  on  the  I  .-' 
March  last,  after  something  had  been  done  for  years  towirl^ 
its  reduction,  still  stood  at  the  immense  sum  of  758millKnN 
and  its  annual  charge  amounted  to  more  than  20  milti-T.^, 
and  I  think  it  is  to  be  much  regretted  we  treat  this  snl]^ '. 
with  such  easy  indifference.    This,  of  course,  equally  to  :> 
blame  of  past  generations  that  they,  too,  as  I  conceive,  tr.l'i 
with  the  subject,  but  we  may  well  spare  even  the  expres-i  s 
of  our  unavailing  regret  on  this  subject,  and  address  .r 
selves  to  the  duty  now  lying  before  us.    Nor  is  this  duty  tr 
less  urgent  because  the  rest  of  the  world  have  acted  only  u-" 
like  ourselves,  in  many  cases  indeed  worse,  and  for  an  a:  - 
statement  of  the  facts  on  this  subject  I  commend  to  >  j' 
perusal   a   valuable   article  in  this  month's   •*  Fortniy''. 
Review"  entitled  "  A  World  in  Pawn,"  and  seeing  wha:  t  f 
nations  of  the  world  have  done  in  the  way  of  pledging  t-i.- 
property  and  their  Revenue,  so  that  within  the   space  o!  -' 
years    the  national  debts  of  the  world  have    more  th*:: 
doubled,  and  it  may  be  that  our  own  colonists  have  h(^ 
quite  as  conspicuous  in  this  way  as  foreign  nations— *•-> 
writer  of  the  article  in  question  may  well  say  ••  the  extecttv 
"which  the  labour  of  the  human  race  is  mortgaged,  in  ^  • 
"  countries  as  well  as  new,  is  perfectly  appalling  when  O 
"  mind  views  it  apart  from  the  theories  of  progress,  and  :•» 
*•  doctrine  of  economists,  by  which  getting   into    debt  :* 
**  justified.     According  to  these,  borrowing  is  good  for  t> 
*•  body  corporate,  though  it  may  be  bad  for  an  individai 
••  The  fact  that  every  pound  borrowed  at  interest  lay^  ^ 
*'  mortgage  on  labour,  to  at  least  the  amount  of  that  intcn^* 
*'  never  appears  to  strike  the  mind  of  those  who  look  only  »' 
"  the  bright  side  of  the  picture." 

Our  duty  as  a  people  it  seems  to  me  is  to  make  mor* 
distinct  efforts — as  they  have  so  successfully  done  in  '-^^ 
Umted  States— to  pay  off  the  debt  with  greater  speed  tb* 
has  yet  been  attempted,  only  I  am  quite  aware  this  involvc- 
an  education  of  the  public  conscience  in  this  directior.  v 
well  as  a  greater  regard  to  the  national  expenditure,  w..  ^ 
is  less  popular  than  I  venture  to  think  it  should  be.  In  n? 
younger  days  one  of  the  most  interesting  figures  in  t^ ' 
House  of  Commons,  was  a  puie  minded   and  vdst^^ 
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worker — Joseph  Huxxb — who  seemed  ever  w  be  keeping  his 
watchful  eyes  on  the  spending  of  the  publie  money,  and  no 
abuse  and  no  sinecue  was  allowed  to  escape  him.  Dying 
in  1855, 1  cannot  cal  to  mind  one  who  h&s  laboured  with 
equal  zeal  and  disinterestedness  in  this  palfa  of  public  use- 
fulness. 

Perhaps  Dr.  CamcDn,  one  of  the  membeis  for  the  City  of 

Glasgow,  is,  in  the  present  parliament,  cne  of  our  most 

ardent  workers  in  this  direction,  and  because  of  my  high 

estimate  of  his  labours,  and  the  racy  manner  in  which  high  iSie 

Dr.  enables  us  to  see  how  the  public  money  is  voted  away  in  the 

House  of  Commons,  I  will  read  an  extract  irom  one  of  his 

recent  speeches  to  his  constituents :  **  We  kept  pottering 

**  away  with  the  monstar  statue  of  the  Duke  of  Wellington, 

"  laboriously  removing  it  from  the  Marble  Arch,  and  set- 

'*  ting  up  wooden  efiSgies  of  it  here  and  there  to  see  whether 

"  it  would  be  tolerable  anywhere,  and  after  ipendinglknow 

*'  not  how  much  of  the  national  money  upon  it,  we  at  last 

"  resolved  as  the  oheapeat  way  of  getting  rid  of  it  to  spend 

'*  £5,000  more  in  re-castiog  it  on  a  less  unsightly  scale.    We 

"went  on  voting  scores  of  thousands  of  pounds  to  eom- 

"  monders  whose  exploits  the  most  martial  nation  in  history, 

"  the  ancient  Romans  would  have  considered  beneath  the 

*'  reward  of  a  crown  of  grass.    We  spent  a  sum  nearlv  equal 

*'  to  the  aggregate  yearly  salaries  of  Ex-Ministers  of  SUte, 

**  in  sending  a  deputation  to  Moscow  to  witness  the  Caar's 

"coronation.      We    expended    the  entire  proceeds  of  the 

"  import  duties  on  chocolate  and  cocoa,  as  well  as  those  on 

"chloroform,    ether,    collodian  and   transparent    soap  in 

"repairing  the    Victoria    and    Albert — a    wooden    paddle 

"  steamer  35  years  old— which  origimlly  cost  £130,000 which 

"  during  the  last  ten  years  had  coat  £260,000,  for  repairs 

"  which  within  that  time  had  not,  in  all,  been  50  days  under 

"  steam,  and  which  we  are  assured  by  a  practical  ship's 

"  owner  even  £54,000  we  were  asked  u>  expend  on  her  would 

"  not  convert  into  a  really  seaworthy  ship.    Of  course,  we 

"passed    all  the  old  extravagant   and  inequitable    votes 

**  without  any  more  serious  remonstrances,  than  a  little 

"  grumbling  amongst  the  cheeseparera  whom  nobody  minds. 

* '  We  spent  the  amount  of  the  duty  on  figs,  plums  and  prunelles, 

"  and  the  licensed  duty  extracted  from  all  the  pedlars  and 

**  hawkers  of  Great  Britain  as  well,  in  keeping  up  Hyde>park, 

"  Regent|s-park,  Battezsea-park,  and  other  London  Parks, 

"  the  maintenance  of  which  quite  as  properly  devolves  upon 

*'  the  rates  of  the  metropolis  as  does  that  of  the  Kelvin  and 

**  Southside  Parks  upon  the  citisens  of  Glasgow.    We  wasted 

'*  £50,000,  or  a  quarter  of  the  total  duty  on  coffee,  on  pay- 

**  ments  to  London  for  pohce  courts  and  police  magistrates, 

*'  which  other  towns  have  to  support  for  themselves,  and  we 

*-*  expended  half  the  amount  of  the  balance  of  the  coffee 

*' duty  on  a  grant  in  aid  to  Cyprus.    We  lavished  from  the 

'*  national  purse  upon  the  London  police,  £160,000  or  exactly 

"  three  and  a  half  times  as  much  as  the  police  subvention 

"  received  from  the  same  source  for  the  police  of  all  Scot- 

"  land.     We  spend  in  renting  a  palace  for  our  Ambassador 

"  at  Berlin,  only  £500  less  than  the  United  States  pay  their 

* '  representative  altogether,  and  we  paid  ours  besides  four  times 

"  the  salary  which  Mr.  Bright  drew  when  he  was  a  Cabinet 

"Minister.    We  paid  our  ambassador  at  Paris,  twice  the 

"  salary  drawn  by  Lord  Beaconsfield,  or  Mr    Gladstone,   as 

"  first  Lord  of  the  Treasury,  and  we  spent  the  cost  of  a 

"  regiment  of  volunteers  in  maintaining  and  decorating  the 

"  palace  which  John  Bull  has  provided  for  his  occupation  ; 

"having  overwhelmed  our  ambassador  to  the  Porte  with 

"  two  palaces,  we  gave  him  t)ie  pay  of  a  commodore  to  keep 

"  thom  up,  lest  peradventure  he  should  have   to  dip    his 

"  fingers  too  deeply  into  his  little  allowance  of  £8,000  a 

•*  year.     While  abolishing  without  a  thought  of  compensa- 

"  tion  the  oflice  of  every  turnpike  keeper  in   Scotland,  we 

*'  appropriated  towards  compensation  four  abolished  judical 

**  offices,   a  sum  equal   to   the   pay  of  the  entire  Scottish 

"  Bench,  Lords,  a  Session  Sheriff,   and  Sheriff's    substitute 

*' inclusive.    We  got  rid  of  a  few  hundred  pounds  raised 


"by  the  duty  on  adultrants  for  chicory  in  maintaining 
"  one  cleig3rman — I  know  not  of  what  religion — at  Quebec, 
"  and  a  magistrate  at  Newfoundliuid,  who  is  allowed 
"  by  that  economical  colony  9  dollars  45  cents,  being  10 
"per  cent  paid  on  the  amount  received  by  him  for 
"  spirit  licenses.  Again,  we  devoted  half  the  amount  of  the 
"  duty  in  brandy  to  the  support  of  a  clerg>'man  in  the  West 
"Indies,  and  the  joke  of  the  whole  thing  was  that  the 
"  grosser  the  waste  the  bigger  the  extravagance,  the  greater 
"  was  the  unanimity  of  the  two  front  benches  in  passing  the 
"  votes.  These  were  even  more  unanimous  and  enthusiastic 
"in  voting  the  money  than  they  had  been  a  few  weeks 
"before  in  supporting  Mr.  Rylands  in  his  economical 
"  resolutions,  nor  were  it  not  for  fear  of  wearying  you  I  might 
"  have  given  you  a  vastly  longer  account  of  our  annual  extra 
"  vagan^ies. 

So  much  for  clever  and  courageous  Dr.  Cameron,  and 
what  I  suggest  is,  that  we  should  note  carefully  what  is 
being  done  in  the  way  of  voting  the  public  money,  strive  to 
have  an  Audit  Committee  appointed — sav  from  the  Council 
of  our  Institute  in  London — to  examine  the  manner  in  which 
our  National  Accounts  are  kept,  and  to  devise  a  more 
effective  control  than  appears  to  prevail  at  present  with 
respect  to  our  National  Receipts  and  Payments,  and 
pernaps  the  range  of  this  Audit  may  be  extended  to  what 
takes  place  in  the  Court  of  Chancery,  especially  with  respect 
to  the  fun^  belonging  to  the  various  suits,  so  many  of 
which  are  kept  there  cruelly  too  long.  Doubtless  it  may  bo 
charged  on  the  Solicitors  that  the  Court  takes  the  control  of 
the  funds — at  least  in  too  many  instances — of  the  estates  in 
which  questions  are  submitted  for  its  decision,  and,  as  to  this 
topic,  I  desire,  of  course,  to  speak  with  bated  breath — but  even 
when  the  funds  are  in  Court,  there  seems  to  me  great  laxity 
in  their  investment,  and  thus  in  making  them  productive  to 
those  who  have  the  misfortune  to  be  interested  in  them,  and 
my  impression  is  that  good  service  can  be  done  by  the 
diffusion  of  information  on  this  topic.  In  this  matter  the 
Office  of  the  Accountant  General  would  seem  to  be  the 
cause,  or  at  least  it  is  the  medium,  by  which  much  loss  is 
sustained  by  those  who*  have  the  misfortune  to  be  in  the 
limbo  of  this  Court.  Only  recently  I  examined  what  is 
called  the  Transcript  of  a  Suit  issued  by  the  Accountant 
General.  It  is,  in  fact,  nothing  but  a  copy  of  a  page  from  the 
Ledger,  having  distinct  columns  to  distinguish  between 
Stock  and  Cash,  and,  although  the  estate  in  question  was  a 
small  one,  the  dividends,  from  1881  to  1834,  were  allowed  to 
accumulate  in  the  Bank  of  England,  uninvested,  amounting 
to  upwards  of  £600,  or  at  3  per  cent,  per  annum,  thus  now 
amounting  to  a  loss  of  £18  per  annum  to  the  persons  interested ; 
and  I  venture  to  think,  that  if  this  functionary's  books  were 
examined,  it  would  be  found  that  millions  of  money  are 
thus  lying  unproductive  to  the  unfortunate  persons — mostly 
women  and  children — and,  apparently,  there  is  no  stirring 
the  official  mind  to  look  into  the  matter.  Here,  too,  I  am 
aware  it  seems  as  if  the  Solicitors  are  negligent,  but  then  I 
think  this  does  not  excuse  the  Accountant  General,  and,  on 
behalf  of  innocent  sufferers,  I  wish  you  could  bring  the  light 
of  the  public  gaze  to  bear  upon  the  subject. 

But  I  call  to  mind  that,  after  all,  this  last  topic  of  the 
Court  of  Chancery  is  of  less  pressing  moment  than  that 
relating  to  the  present  state  of  Trade,  and  the  possibilities 
of  some  remedies  for  its  confessed  depression  and  unprofita- 
bleness. 

How  unprofitable  it  is  in  relation  to  the  great  articles  o 
Cotton,  Coal,  and  Iron,  may  be  inferred  from  some  typical 
facts. 

I  know  an  instance  where  a  man  dying  about  six  years 
since  loft,  as  he  supposed,  £300,000,  employed  in  the  Cotton 
Trade,  directing  the  payment  of  an  annuity  of  £1,000  to  his 
widow,  and  4  per  cent,  on  £S0,GO0  to  his  daughters,  the 
residue  belonging  to  his  sons.  That  residue,  of  nearly 
£200,000,  has,  during  the  six  years,  not  paid  interest  on  the 
capital,  and,  as  the  Mills  may  be  said  to  be  quite  unsaleable, 
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it  is  obvious  the  sons  may,  by  and  by,  find  cho  wliolc  of  tlieir 
residue  lost. 

In  a  Colliery,  in  an  excellent  district  and  well  laid  out, 
with  about  £150,000  capital,  not  a  shilling  lias  been  divided 
as  profit  for  some  five  3'ears. 

Iron,  it  is  known,  cannot,  in  ordinary  circumstances,  be 
produced  at  its  present  depressed  price. 

A  Capitalist — not  known  as  sanguine,  and  not  thought  to 
be  specially  unfortunate — is  said  to  have  written  down  his 
investments  at  the  end  of  last  year  by  the  sum  of  ii80,0(X), 
these,  I  believe,  to  represent,  only  too  accurately,  very  much 
of  the  tnuling  in  our  great  staples,  and  you  cannot  liut  feel 
a  keen  interest  in  the  discussion  of  the  question  as  to  the 
remedy — if  there  be  one— for  this  state  of  things. 

"The  knowledge  of  the  cause  of  a  disease  is  half  its 
cure  "  says  the  proverb,  but  this  state  of  trade  and  its  cure 
is  a  question  of  great  complexity,  and  no  thoughtful  man 
will  feel  himself  exempt  from  giving  it  more  or  loss  attention. 

In  1879,  Mr.  Kmest  Seyd — a  mnn  of  large  intelligence — 
published  a  work  *)earing  the  title  "The  Declined  Piosperitv," 
its  insidious  cause  and  obvious  remedy,  and  he  opens  his 
exposition  of  the  subject  by  saying:  '*  the  decline  of  prosperity 
"in  England  and  other  countries,  which  the  signs  of  the 
"present  times  appear  to  indicate,  is  a  subject  in  which 
"  every  member  of  the  human  family  has  a  deep  personal 
"  interest.  There  have  been  periods — he  goes  on  to  say — of 
"  so-called  crisis,  affecting  commerce  and  finance,  but  these 
"  lasted  only  a  short  time,  were  followed  by  quick  recovery, 
•*  and  affected  special  branches  of  trade  and  industry.  The 
"  present  depression,  however,  has  continued  for  nearly  six 
"  years  in  the  successive  stage  of  its  steady  decline,  and  its 
**  influence  has  spread  over  all  classes.  The  hope  that  there 
**  will  soon  be  an  improvement  has  no  solid  grounds  ;  the 
"current  allegations,  as  to  the  rea.sons  of  the  falling  off, 
"  also  appear  to  be  baseless.  The  real  fact  is  that  one  main 
^^  cause  exists,  to  which  the  whole  evil  may  be  traced." 

This  one  main  cause,  so  mounifully  indicated  by  Mr.  Seyd, 
u  that,  in  the  year  1816,  England  made  a  huge  mistake  by 
discarding  silver  as  her  joint  base  of  monetary  standard,  and 
that  Germany  made  a  similar  mistake  in  1878,  the  interval 
sustaining  the  insidious  evil — as  he  so  frequently  designates 
it— by  our  procedure,  as  since  1873,  the  evil  has  been  enlarged 
in  its  operation,  and,  according  to  his  view,  and  that  of  those 
concurring  with  him,  the  present  depression  is  very  largely 
to  be  traced  to  this  distinct  cause.  So  too,  in  the  same  year, 
1879,  similar  views  found  expression  in  the  Report  of  a 
Special  Committee  appointed  by  the  Incorporated  Chamber 
of  Commerce,  of  Liverpool,  which  consisted  of  17  of  the 
foremost  merchants  of  that  city,  and  they  remark  that 
"nearly  all  the  members  of  the  committee  attended  the 
meetings  with  regularity,  and  were  deeply  impressed  with  a 
•inse  of  the  great  importance  of  their  enquiry,"  adding 
their  persuasion  that  "if  thoughtful  men  tnrougliout  the 
"  country  will  deliberately,  and  without  prejudice  consider 
"  the  whole  question,  connected  as  it  is  with  the  long  con- 
"  tinned  mercantile  and  manufacturing  distress,  their  con- 
"  elusions  will  eventually  come  to  be  in  most  instances  in 
"  consonance  with  those  of  the  committee  "  whicli  were  that 
most  serious  consequences  to  our  commerce  and  industries 
arose  from  the  discrediting  of  silver  by  the  nations  of  Europe, 
and  recommended  steps  on  the  part  of  our  government  lor 
its  restoration  "  to  its  legitimate  shore  in  providing  metallic 
currency  sulTicient  for  the  wants  of  the  world." 

This,  then,  is  certainly  an  imjx>rtant  subject,  though  it 
may  not  appear  an  inviting  one,  but  its  serious  import  to 
us  as  a  trading  people  is  to  be  remembered,  and  happy  he 
who  comes  to  it  with  a  sympathetic  zest.  Such  a  student 
would  certainly  not  give  the  .same  reply  as  did  a  Cabinet 
Minister,  who  was  asked  if  ho  had  studied  the  "  Silver 
Question."  No,  said  he,  I  have  not  ventured  to  go  into  it, 
because  a  theonaical  financier  who  had  studied  it  for  13 
vears  had  confessed  at  the  end  of  that  period  that  h«5  was 
hopelessly  bewildered.  That  story  is,  perhaps,  true  enough, 
but  what  then  ?    I  had  myself  a  reply  somewhat  similar  a 


few  days  since,  from  one  whose  obvious  interest  it  is  to 
follow  the  windings  of  such  a  topic,  &iid  I  felt  compelleii  to 
the  conclusion  that  the  answer  came  from  a  mind  which 
lacked  patience,  and  I  hope  I  shall  not  be  thought  pedantic  ' 
if  I  quote  the  words  that  "  genius  itself  is  only  great  ' 
patience,"  or,  as  it  is  more  largely  e:q>ressed  by  a  moiim 
thinker  "  genii's  is  only  an  immense  capacity  for  lAkiii^ 
trouble,"  and  tiiis  trouble,  may  I  be  Allowed  to  say  if  you 
will  only  take  it  will  not  fail  to  brin^  you — as  indeed  yoa 
have,  as  studeits,  often  found  it  so,  on  other  subjects— i 
consciousness  of  power  and  light. 

As  enabling  you  to  study  this  suiject  with  advanta::e.  I 
may  refer  yoa  to  the  publications  of  "The  Internat'onai 
Monetarv  Standard  Association  "  ii  London,  of  which  our 
follow  citizen,  Mr.  Robert  Barclay,  of  17,  Major  Street,  i- 
the  Hon.  Secretary  for  Manchester,  and  I  take  the  oppr- 
tunity  of  stating  that  no  one  can  3xcel  that  gentleman  in 
the  readiness  with  which  his  ample  information  on  thi- 
topic  is  at  the  service  of  every  enqairer. 

Then,  I  may  add  that  I  have  mvself  been  much  intt'rt>ted 
in  reading  an  address  delivered  to  the  French  Institute,  by 
Mons.  Emile  de  Lavelaye,  entitled  International  Bi-niet- 
tallism  and  tlie  Battle  of  the  Standard,  a  pamphlet  i 
some  87  pages,  published  by  King  in  1881,  which  \^a> 
notable  for  its  elegance  of  style  as  for  its  largeness  vi 
detail  on  the  authorship  on  this  subject. 

Professor  Jevons — the  late  professor,  alas,  too  soon  lo>t  t- 
the  country  and  to  Manchester — has  written  with  Li» 
accustomed  \  eri^picuity  on  this  subject  in  his  volume  on 
"  Money  " — one  of  the  International  Series — ^and  I  venture 
to  think  that  when  you  have  carefully  examined  a  few  ".:" 
the  publications  I  have  mentioned,  you  will  feel  gratifiei  .t 
having  trodden  a  deeply  interesting  field  of  proliuiv.e 
research. 

At  the  conclusion  of  the  paper  a  vote  of  thanks  to  tb 
lecturer  was  proposol  by  Mr.  C.  R.  Trevor,  who,  in  the 
course  of  his  remarks,  said  that  Mr.  Thomas*  paper hai  Utn 
a  relaxation  from  the  studies  more  immediatelyconnectedwitb 
accountancy.  He  could,  however,  recommend  the  sabji\t> 
suggested  by  Mr.  Thomas  to  the  students,  as  the  argumcLi* 
used  in  favour  of  bi-metallism  were  very  strong. 

Mr.  Boardman  seconded  the  proposition,  hut  mustn-.< 
be  taken  to  admit  or  endorse  all  the  remarks  made,  and  hoj^i 
the  accounts  of  the  Courts  of  Chancery  would  soon  be  en- 
quired into,  as  also  those  of  the  government,  and  nuny  ^ 
corporations  in  which  he  trusted  members  of  this  society 
would  be  employed. 

The  Chairman,  in  putting  the  motion  to  the  meeting,  sani 
that  Mr.  Thomas  read  so  much  that  he  was  always  ready  tc 
give  a  paper. 

The  motion  was  carried  unanimously. 

Mr.  Wainwriglit  said  he  could  only  re-echo  the  remark* 
already  made,  and  that  he  was  sure  we  shonid  all  be  glad: 
see  a  reduction  in  the  expenditure  of  the  nation.  In  re;;vi 
to  the  national  debt  it  had  never  been  very  clear  to  his  mi'ii 
that  it  would  by  wise  to  raise  the  present  taxation,  so  a>  *.• 
extinguish  the  amount.  He  thought  that  drink  was,  to  i 
large  extent,  the  cause  of  bad  trade. 

Mr.  Guthrie.  P.C.A.,  said  Mr.  Thomas*  pax)cr  dealt  wit: » 
wide  range  of  subjects,  and  led  to  a  contemplation  of  i^ 
more  general  interest  of  the  country.  Ho  also  made  s^rc*- 
suggestions  in  itigard  to  national  debts,  and  said  th.«  -' 
people  would  take  a  more  cosmopolitan  view  of  matters  th.- 
aggregation  of  national  debts  would  not  arise — that  all  l^ 
mostlyarisenoutof  wars.  He  had  no  hesitation  in  savins:  th*' 
national  debts  were  wrong,  and  advocated  several  princii-i!*^ 
of  free  trade  and  Internationalism. 

Mr.  William  Harris  and  the  President  also  made  a  ^^^. 
remarks,  after  which  it  was  proposed  by  Mr.  Sutton,  seconuf-- 
Mr.  Brewis,  and  supported  by  the  lecturer  Mr,  ThoniAN 
"  That  the  thanks  of  the  meeting  be  given  to  Mr.  Murr:^.< 
for  his  conduct  in  the  chair.  This  was  carried  with  accl&is^- 
tion,  and  the  proceedings  termijiated. 
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The  following  lecture  was  delivered  to  the  aiembei-s  of  the 
above  society  on  the  26l}i  ult.    The  lecturer  said  :— 

In  offering  a  few  notes,  on  the  New  Bankruptcy  Act,  it  is 
my  intention  chiefly  to  state  some  of  the  alterations  which 
liave  been  made  from  the  Act  of  18G9,  and  without  pretending 
to  criticise  it,  1  may,  in  passing,  make  a  few  comments  -on 
its  design  and  effect,    The  principal  changes  appear  to  bo 

1.  The  abolition  of  the  liquidation  clauses. 

2.  What  shall  constitute  an  Act  of  Bankruptcy. 

3.  That  petitions  may  be  presented  either  by  debtor  or 
creditor. 

4.  The  abolition  of  the  dettinction  in  an  Act  of  Bankruptcy 
between  traders  and  non-traders,  and  of  the  procedure  by 
debtors*'  summons.  . 

5.  The  appointment  of  Official  Receivers,  issuing  of 
receiving  orders,  and  appointment  of  special  managers,  and 
the  dealing  with  small  bankruptcies,  and  the  affairs  of 
deceased  persons  whose  estates  are  insolvent. 

6.  The  permanent  appointment  of  the  Olhcial  Receiver, 
or  his  nominee  as  chairman  at  the  first  meeting  of  creditors. 

7.  In  the  preparation  and  filing  of  pmofs  and  proxies. 

8.  In  the  public  examination  of  debtor  or  bankrupt. 

9.  In  the  punishment  of  bankrupt  for  certain  offences. 

10.  In  the  distribution  of  assets. 

11.  That  before  dividend  is  declared,  all  persons  claiming 
to  be  creditors  shall  have  notice. 

12.  The  committee  instead  of  general  meeting  of  creditors 
to  authorise  allowance  to  bankrupt. 

13.  In  the  remuneration  of  trustee. 

14.  That  trustees  shall  pay  (with  certain  prescribed 
exceptions)  all  moneys  into  Bank  of  England. 

15.  In  the  audit  of  trustees'  accounts. 

16.  In  the  institution  of  administration  orders  where 
liabilities  are  under  JioO, 

17.  In  the  discontinuance  of  preferential  payments  to 
creditors  under  writs  of  elegit  and  fieri  facuis. 

By  the  abolition  of  the  liquidation  clauses  of  the  late  Act, 
it  is  complusory  for  every  debtor  wishing  the  protection  of 
the  court  to  file  a  petition  in  bankruptcy. 

The  new  Acts  of  Bankruptcy  are 

Seizure  and  sale  of  goods,  in  any  action,  in  any  Court,  or 
in  any  civil  proceedings  in  the  High  Court  presentation  of  a 
bankruptcy  petition  by  any  debtor  against  himself. 

Service  of  bankruptcy  notice,  where  judgment  obtained, 
requiring  payment  of  debt  in  terms  of  judgment  and  failure 
of  debtor  within  seven  days  to  comply  with  same,  or  to 
satisfy  the  Court  of  any  set-off,  or  counter-claim.  This" is  in 
place  of  the  procedure  by  debtor's  summons. 

If  a  debtor  gives  notice  to  any  of  his  creditors,  that  he  has 
.suspended,  or  is  about  to  suspend,  payment  of  his  debts. 

The  Act  of  Bankruptcy  on  which  a  creditor's  petition  is 
presented,  must  have  occurred  within  three  months  of  the 
presentation  of  such  petition,  and  not  six  months,  as  in  the 
a'jt  of  18C9.  Any  creditor,  or  two  or  more  creditors  whose 
debts  amount  in  the  aggregate  to  toO,  may  file  a  petition,  which 
can  be  withdrawn  without  the  consent  of  the  court.  Creditors 
will  have  to  bo  careful  as  to  the  Act  of  Bankruptcy  com- 
jiiitted  by  a  debtor,  before  pro.nonting  a  petition,  as  if  the 
petition  be  dismissed,  the  creditor  is  liable  not  only  for  his 
own  solicitor's  costs  and  the  costs  of  the  official  receiver 
but  also  in  respect  of  any  damages  which  may  arise  from 


any  action  taken  by  the  official  receiver  acting  as  interim 
receiver  and  manager. 

On  a  petition  being  filed,  the  court  makes  a  receiving 
order  for  the  protection  of  the  estate,  and  the  officiaJ 
receiver  at  once  takes  possession  thereof,  and  may,  on 
sufficient  cause  shewn,  apix>int  a  special  manager,  to  act, 
until  a  trubtee  is  appointed. 

The  trustee  must  give  security,  in  such  manner  as  the 
Board  of  Trade  may  direct,  and  be  paid  such  remuneration 
as  the  creditors,  or  committee  of  inspection,  may  think  fit, 
and  in  default  of  their  fixing  the  remuneration,  it  shall  bo 
left  with  the  Board  of  Trade. 

The  official  receiver  calls  the  first  meeting  of  creditors  at 
such  place  as  may,  in  his  opinion,  be  convenient  for  the 
general  body  of  creditors,  by  giving  seven  clear  days  notice 
in  the  Gazette,  and  noteless  than  five  clear  days  notice  to 
each  creditor  scheduled  b}-  the  debtor. 

The  official  receiver,  or  some  one  appointed  by  him,  will 
be  chairman  at  such  meeting. 

All  proofs  of  debt  to  be  sworn,  and  bear  a  shilling  stamp, 
and  to  be  lodged  with  the  official  receiver,  one  clear  day 
before  the  meeting.  All  proxies  to  be  lodged  with  the  official 
receiver,  one  day  before  the  meeting,  at  which  such  proxy  is  to 
be  used.  A  general  proxy  may  be  given  to  the  official  receiver, 
or  to  a  person  in  the  regular  employ  of  the  creditor. 

A  special  proxy  must  be  given  for  a  particular  meeting, 
date  of  which  must  be  given,  and  must  state  for  what  pur- 
pt>se  it  is  to  be  used,  and  must  bear  a  sixjienny  stamp.  The 
special  proxies,  I  think  will  be  of  little  use,  unless  some 
alteration  is  made,  us  they  have  to  be  obtained  from  the 
official  receiver,  and  if  a  creditor  resides  at  a  distance  from 
the  town  where  the  debtor  cairies  on  his  business,  it  is 
impossible  for  him  to  obtain  and  lodge  his  proxy  in  time  to 
be  used  at  the  meeting. 

The  first  meeting  is  lield  for  the  puriwse  of  considering 
whether  any  composition  should  be  entertained,  or  whether 
debtor  should  be  adjudged  bankrupt,  and  whether  (provided 
the  assets  exceed  :£800)  a  trustee  should  be  appointed.  A 
statement  of  the  debtor's  affairs  which  must  Ims  verified  by 
his  affidavit,  should  be  produced  at  such  meeting.  Should 
debtor  fail  to  attend  the  meeting,  or  produce  statement  of 
affairs,  without  reasonable  excuse,  he  may  be  adjudged  a 
bankrupt. 

Any  creditor  of  the  bankrupt,  in  person,  or  by  agent,  may 
inspect  the  statement  of  affairs,  at  all  reasonable  times,  and 
take  copies  of,  or  extracts  therefrom,  but  any  person  untruth- 
fully so  stating  himself  to  be  creditor,  will  be  guilty  of  con- 
tempt of  court  and  punishable. 

Bankers,  bill  discounters,  money  lenders  and  others,  will 
find  their  power  of  voting  much  curtailed,  as  by  schedule  1, 
section  2,  the  act  requires — where  security  is  held  bearing  the 
endorsement  of  the  debtor — that  creditors  must  estimate  and 
value  the  x)rior  endorses,  and  deduct  same  from  the  amount 
of  their  proofs.  This  provision  will  prevent  the  persons 
referred  to  from  holding  a  preponderant  vote,  when  they 
know  that  within  a  short  time  the  bulk  of  their  claim  will 
run  off,  on  the  maturity  of  their  securities,  and  will  greatly 
equalize  the  voting  power  and  position  of  creditors  at  a  first 
meeting. 

If  the  creditors  at  the  meeting  decide  to  accept  a  com- 
position, the  amount  and  terms  of  payment  and  security  are 
considered,  and  if  approved  accepted  subject  to  confirmation 
by  a  majority  in  number  representing  three  fourths  in  value 
of  all  creditors  who  have  proved  their  debts,  at  a  subsequent 
meeting  to  be  ca.lled  by  the  official  rejeiver,  of  which  seven 
davs'  notice  must  be  given,  such  notice  to  state  the  terms  of 
the  proposal,  and  a  report  of  the  official  receiver  thereon. 
The  proposal  must  also  be  approved  by  the  court,  on  the 
application  of  the  official  receiver  or  the  debtor,  of  which 
dae  notice  must  be  given  to  ever>'  creditor  who  has  proved 
his  debt.  Any  creditor  not  satisfied  with  the  composition 
may  attend  and  object  to  same,  and  if  the  court  is  not 
satisfied  as  to  the  terms  being  calculated  to  benefit  the 
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general  body  of  creditors,  it  may  refuse  to  approve  the  com- 
position or  scheme.  If  the  scheme  be  approved  and  the 
seal  of  court  attached,  or  if  the  terms  are  embodied  on  an 
order  of  the  court,  and  the  certificate  of  the  official  receiver 
obtained,  this  will  be  conclusive  as  to  its  validity.  If  the 
creditors  do  not  accept  the  terms  offered  by  the  debtor  they 
resolve  that  he  be  adjudged  a  bankrupt,  and  may  by  an 
ordinary  resolution  appoint  a  trustee  and  fix  the  amount  of 
his  renumeration,  or  leave  the  appointment  with  the  com- 
mittee of  inspection  or  the  Board  of  Trade.  The  person 
appointed  trustee  must  give  security  to  the  satisfaction  of 
the  Board  of  Trade,  for  such  an  amount  as  the  Board  may 
fix,  which  is  about  half  the  amount  of  the  estimated  assets, 
whereupon  the  Board  of  Trade  will  certify  his  appointment 
as  having  been  duly  made.  The  Board  of  Trade  may 
object  to  the  appointment  on  the  ground  that  same  has  not 
been  made  in  good  faith  by  a  majority  of  creditors  voting, 
or  that  he  is  not  a  proper  person,  or  that  his  position  with, 
or  relation  to  the  banJonpt,  or  his  estate,  makes  it  difficult 
for  him  to  act  with  impartiality  in  the  interest  of  creditors 
generally,  in  which  case  a  fresh  meeting  will  have  to  be 
called  for  the  purpose  of  appointing  another  trustee. 
Should  the  creditors  refuse  to  appoint  any  other  person  the 
Board  of  Trade  has  power  to  make  the  appointment.  On 
the  trustee  receiving  his  appointment  from  the  official 
receiver,  he  has  to  advertise  same  in  the  local  paper  and 
lodge  the  certificate  in  court,  and  the  official  receiver  hands 
over  to  him  the  record,  estate  book,  list  of  debts,  the  debtor's 
duplicate  statement  of  affairs,  all  proofs  not  filed  in  court, 
and  all  other  vouchers  and  documents  in  his  possession 
relating  thereto,  the  account  opened  with  the  Bank  of 
England  and  the  cash  account  in  the  estate  book  have  to  be 
continued  or  followed  on  in  the  same  way  as  commenced  by 
the  official  receiver. 

In  the  estate  book  on  the  debit  side  are  two  principal 
columns  headed  as  follows  "total"  and  "drawn  from 
bank."  The  first  column  contains  an  account  of  all  items 
received.  The  second  one  all  items  drawn  from  the  bank, 
then  there  are  four  other  columns  headed  "  debts 
collected,"  "property  realised,"  "receipts  from  securities 
held  by  creditors,"  and  "  other  receipts."  The  items  in 
these  four  columns  are  the  same  items  as  those  contained  in 
the  first  of  the  two  principal  columns  named  placed  under 
their  respective  headings.  On  the  credit  side  of  the  estate 
book  are  two  principal  colunms  headed  "  total,"  "  paid  into 
bank."  The  first  of  these  columns  contain  all  payments' 
made  on  behalf  of  the  estate.  The  second  contains  all 
"  payments  into  the  Bank  of  England,"  then  there  are  ten 
other  columns  containing  the  same  items  as  those  set  out  in 
the  first  principal  column,  and  headed  as  follows  : — (1.) 
"Costs  up  to  receiving  order."  (2.)  Court  fees,  "stamps, 
&c."  (3.)  Law  and  other  charges  after  receiving  order, 
"  (exclusive  of  court  fees)."  (4.)  "  Trustee's  renumeration." 
(5.)  "Incidental  expenses."  (6.)  "Debtor's  allowance." 
(7j  "  Preferential  cireditors."  (8.)  "  Dividends  paid."  (9.) 
"  Payments  to  redeem  securities."  (10.)  "  Other  payments." 
The  trustee  in  paying  cash  into  the  Bank  of  England  must 
make  all  cheques  or  drafts  payable  to  the  chief  cashier  of 
the  Bank  of  England,  and  must  send  same  along  with  a 
receivable  order,  at  the  same  time  he  must  transmit  to  the 
Board  of  Trade,  a  form  supplied  by  the  official  receiver  stat- 
ing that  he  has  sent  to  the  Bank  of  England  a  certain 
amount,  and  must  set  out  on  the  back  of  such  form 
particulars  making  up  the  amount  of  such  remittance. 

I  suppose  a  similar  process  will  have  to  be  gone  through 
on  drawing  money  from  the  Bank  of  England. 

The  trustee  has  pow  jr,  with  the  consent  of  the  committee 
of  inspection,  to  continue  the  busmess  of  the  bankrupt,  to 
bring  or  defend  any  action,  and  to  employ  a  solicitor  or  any 
other  agent.  He  must  not  retain  in  his  hands  more  than 
£50  belonging  to  any  estate,  or  pay  any  of  the  estate  monies 
into  the  private  banking  account.  He  is  bound  to  furnish 
lists  of  orediiors  to  any  creditor  on  paymont  of  a  proper  fee, 


and  must  not,  urtil  taxed,  pay  the  bills  of  costs,  of  snj 
solicitor,  or  auctbneer. 

The  Board  of  Trade  will  audit  his  acccunts,  which  must 
be  submitted  in  duplicate,  together  with  all  vouchers,  when 
demanded,  and  not  less  than  twice  in  each  year.  After 
audit,  the  accounts  must  be  filed  with  tie  Board  of 'Trade,  and 
at  the  court,  where  they  may  be  inspected  by  creditors.  All 
books  to  be  opei  to  the  inspection  of  the  Board  of  Trade. 
He  mu<$t  keep  a  trustee  book,  and  reoord  therein  the  pro- 
ceedings connected  with  the  estate,  aBd  it  must  .be  open  to 
the  inspection  of  creditors. 

The  trustee,  if  guilty  of  neglect,  oi  omission,  may  be  re- 
moved by  the  Board  of  Trade  from  his  office.  Dividends 
must  be  paid  only  to  creditors  who  luve  proved  their  debts, 
the  first  to  bo  paid  within  four  months,  unless  the  trustee 
satisfies  the  committee  of  inspection^  of  sufficient  reason  for 
delaying  same.  Other  dividends  must  be  psdd  at  intervals 
of  not  more  thsn  six  months,  creditors  who  do  not  prota 
their  debts  until  after  first  dividend  is  paid,  nia^  be  paid 
an  equalising  dividend,  before  any  subsequent  dividends  are 
paid. 

Trustee  must  warn  all  creditors  who  have  not  proved 
their  debts,  or  who  have  not  established  same  to  his  satis- 
faction, of  his  intention  to  declare  a  final  dividend,  sind  unless 
proof  is  made  or  established,  within  a  given  time,  he  may 
exclude  them  from  participatibn. 

Trustee  under  a  composition,  or  scheme  of  arrangem^ti 
will  be  subject  to  the  same  rules  as  far  as  possible  as  in 
bankruptcy. 

When  the  trustee  has  realised  and  divided  all  the  bank- 
rupt's property,  and  is  wishful  to  obtain  his  release,  the 
Board  of  Trade  will  hsve  an  official  report  of  his  accounts 
prepared  and  consider  same,  and  any  objection  may  be 
urged  by  any  creditor,  or  person  interested,  against  the 
release  of  the  trustee,  and  the  Board  of  Trade  will  either 
withold,  or  grant  same,  subject  to  an  appeal  to  the  Hi^ 
Court.  On  the  order  of  release  being  granted  it  dischatfe^ 
the  trustee  from  all  liability. 

After  the  trustee  is  released  the  official  receiver  becomes 
trustee.  In  all  cases  where  a  receiving  order  has  been  mad«, 
there  will  be  a  public  examination  of  the  debtor,  at  which 
the  official  receiver  will  take  part,  also  the  trustee  (if  ap- 
pointed) or,  any  creditor  who  has  proved  his  debt,  the  debtor 
will  be  examined  on  oath,  and  sucn  notes  taken  thereof,  as 
the  court  thinks  proper,  which  will  afterwards  be  read  over 
to,  and  signed  by  the  debtor ;  the  notes  of  examination  mav 
afterwards  be  used  in  evidence  against  the  bankrupt.  Th« 
notes  on  the  examination  will  be  open  to  the  inspection  U 
any  creditor  at  all  reasonable  times. 

When  the  court  is  of  opinion  that  the  affairs  of  the  debtor 
have  been  sufficiently  investigated,  it  will  declaim  the 
examination  concluded,  but  the  order  will  not  be  nxat^ 
until  after  the  day  appointed  for  the  first  meeting  of  the 
creditors. 

The  creditors  at  their  first  or  subsequent  meeting  may 
appoint  a  committee  of  inspection,  of  tnree,  hut  not  more 
than  five,  who  shall  meet  once  a  month,  or  oftener  if 
required.  The  trustee,  or  any  member  of  the  committee, 
may  call  a  meeting  of  their  body  when  he  thinks  fit.  Any 
member  of  the  committee  may  resign,  or  may  be  removed 
by  ordinary  resolution  of  creditors,  or  should  any  member 
become  bankrupt,  or  be  absent  from  five  consecutive  coct- 
mittee  meetings,  his  office  becomes  vacant,  in  which  caa<« 
a  trustee  must  forthwith  summon  a  meeting  of  creditors,  U 
fill  the  vacancy. 

The  treatment  of  the  debtor  under  this  Act,  is  much,  more 
severe  than  imder  the  1869  Act,  after  the  receiving  order  has 
been  made,  which  disposseses  him  of  all  his  property^  La 
must  attend  upon  the  official  receiver  (unless  prevented  by 
sickness  or  other  good  cause)  and  give  him  all  pacticalan 
concerning  his  propertv. 

He  must  hand  in  a  list  of  his  creditors,  and  the  official 
receiver  will  give  him  forms  ioi  the  poxpoee  of  prepexiiig  his 
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bis  statement  of  affairs  which  when  conplctod,  must  be 
verified  by  this  aiSdavip,  and  if  sworn  bj  a  solicitor,  the 
latter  is  entitled  to  chtrge  Is.  6d.  for  th«  front  sheet  or 
summary  of  the  statemoit  of  affairs,  and  one  shilling  per 
sheet  per  letter  afterwards,  and  if  sworn  by  the  ofticial 
receiver,  same  must  bo  stamped  after  the  saaie  rate.  He  is 
also  handed  a  list  of  37  questions,  which  he  iiust  answer  in 
writing  at  the  official  receiver's  office.  The  debtor  must  be 
exceedingly  careful,  otherwise  he  musi  of  necessity 
criminate  himself.  I  think  a  debtor  should  kave  the  assist- 
ance of  his  solicitor  m  answering  these  questions.  The 
debtor  must  give  all  information  concerning  his  estate,  as 
to  his  property,  and  debts,  attend  examinatioiB,  wait  upon 
the  official  receiver,  special  manager,  or  trustee,  for  the 
purpose,  execute  all  povers  of  attorney  and  such  other 
deeds  or  documents,  as  n'^y  be  required  of  bin,  and  aid  to 
the  utmost  in  realising  his  property.  If  he  wilfully  fails  in 
any  of  the  above  matters,  he  is  guilty  of  contempt  of  court, 
and  punishable,  and  if  there  is  reason  to  believe  ne  is  about 
to  abscond,  or  probable  cause  for  believing  he  is  about  to 
remove  his  goods,  or  about  'x>  conceal,  or  destroy  any  goods, 
books,  documents  or  documents  or  writings,  or  after  service 
of  petition,  he  removes  goods  of  the  value  of  £5,  without  the 
leave  of  the  official  receiver,  or  fails  to  attend  any  examina- 
tion ordered  by  the  court,  he  is  liable  to  be  arrested. 

If  the  debtor  while  undischarged  obtains  credit  to  the 
extent  of  £20  from  any  person,  without  first  informing  such 
person  of  the  fact,  he  is  guilty  of  a  misuemeanour. 

A  bankrupt  cannot  sit  in  the  House  of  Lords,  or  Commons, 
or  act  as  a  Justice  of  the  Peace,  and  cainot  hold  the  office 
of  mayor,  alderman,  councillor,  guardian  of  the  poor,  over- 
seer, or  become,  or  remain  a  membor  of  any  sanitary 
authority,  school  board,  highway  board,  burial  board,  or 
select  party. 

Before  a  debtor  can  make  application  to  obtain  his  dis- 
charge, his  public  examination  must  be  concluded.  On  the' 
hearing  of  the  application  for  the  discharge,  the  court  shall 
take  into  consideration  the  report  of  the  official  receiver, 
and  may  grant,  or  refuse  it,  or  grant  it  conditionally, 
or  the  court  may  refuse  it  on  the  following  grounds: — 

That  he  has  omitted  to  keep  proper  books  of  account, 
which  would  sufficiently  disclose  iiis  business  transactions, 
and  his  financial  position  for  three  years  preceding  his  bank- 
ruptcy, or  ihos  continued  to  trade,  knowing  himself  to  bo 
insolvent,  or  contracted  a  debt  provable  in  bankruptcy, 
without  having  reasonable  grounds  of  being  able  to  pay  it, 
proof  thereof  shall  be  with  debtor,  or  that  he  has  brought 
nis  bankruptcy  about  by  rash,  and  hazardous  speculations, 
and  extravagence  in  living,  or,  that  he  has  put  any  of  his 
creditors  to  any  unnecessary  expense,  by  frivolous  and  vexa- 
tious defence  to  any  action  brought  against  him,  or,  that  he 
has  within  three  months  from  the  date  preceding  the 
receiving  order,  given  an  undue  preference  to  any  of  his 
creditors,  or,  that  he  has  previously  been  a  bankrupt,  or 
made  any  stiatutory  composition  by  arrangement  with  his 
creditors,  or,  that  he  has  been  guilty  of  any  fraudulent  breach 
of  trust. 

Notice  of  any  application  to  the  court  for  a  discharge, 
must  be  given  to  every  creditor,  28  days  before  the  time  of 
] tearing  the  application,  and  must  also  be  inserted  in  the 
lAmdon  Gaxette.  At  the  hearing,  the  court  may  put  such 
questions  to  the  debtor,  and  take  such  evidence  as  it  may 
deem  fit. 

In  case  a  debtor  makes  a  marriage  settlement  when  at 
the  time  he  is  unable  to  pay  all  his  debts,  or  in  case  any 
contract  is  entered  into,  of  marriage,  with  a  future  settle- 
znent  of  any  property  on  the  wife,  or  children  (not  being 
xnoney  or  property  of,  or  in  right  of  bis  wife),  the  court  may 
suspend  the  order  of  discliargo. 

The  discharge  will  not  release  the  bankrupt  from  any 
rlobt,  on  a  recognisance,  nor  from  any  debt  chargeable  at 
^he  suit  of  the  crown,  or  other  statute  relating  to  any 
b/anoh  of  tiie  pablio  reTonna,  or  the  shdnff,  or  other  public 


officer,  or  a  bail  bond,  entered  into  for  the  appearance  of 
any  person  prosecuted  for  any  such  offence.  Ho  shall  not 
be  discharged  from  such  debts,  unless  the  treasury  certify 
in  writing  their  consent  to  his  being  discharged.  The 
discharge  will  not  release  the  debtor  from  any  debt,  or 
liability  incurred  by  means  of  fraud  or  breach  of  trust,  or 
whore  he  has  obtained  forbearance  by  any  fraud  to  which 
he  was  a  party.  The  discharge  will,  however,  release  the 
bankrupt  from  all  debts  proveable  in  his  bankruptcy,  or  he 
may  plead  same  against  any  action  on  which  he  may  be 
sued  afterwards.  An  order  of  discharge  will  not  release  any 
person,  or  co-trustee  with  the  bankrupt,  on  any  joint  con- 
tract with  him,  or  any  person  who  is  a  surety,  or  in  the 
nature  of  a  surety  for  him. 

The  Bankruptcy  Act  of  1883,  appears  to  make  a  complete 
change  in  the  bankruptcy  administration  of  the  country. 
It  introduces  the  officialism  to  a  great  extent  that  was 
included  in  the  Acts  of  1849  and  1861.  The  official  receiver 
now  has  practically  the  charge  of  the  proceedings  from  the 
time  of  a  receiving  order  being  made  until  the  appointment 
of  trustee.  If  a  debtor  who  has  filed  a  petition,  informs  the 
official  receiver  that  it  is  not  his  intention  to  offer  a  com- 
position at  the  first  meeting  of  creditors,  the  official  receiver 
may  at  once  apply  under  section  121  for  a  summary  admin- 
istration order,  and  may  realise  the  estate,  even  before  a 
meeting  of  the  creditors  has  been  held.  I  think  this  is  an 
advantage,  as  the  expense  of  keeping  a  man  in  possession 
until  the  first  meeting  has  been  held,  is  done  away  with, 
and  if  the  official  receiver  faithfully  administers  his  duties 
it  will  undoubtedly  be  a  saving  to  the  creditors. 

The  official  receiver  after  an  administration  order  is 
made,  has  to  perform  the  whole  of  the  duties  of  receiver  and 
solicitor,  which  were  necessary  under  the  Act  of  18G9,  and 
can  effectually  prevent  the  delay  occasioned  by  creditors 
who  wished  to  have  their  own  way  as  to  the  appointment 
of  trustee.  He  can  also  check  collusion  between  a  debtor 
and  his  creditor.  With  respect  to  the  proofs  and  proxies,  I 
think  some  revision  will  have  to  be  made,  as  at  present,  say 
if  six  persons  attend  a  meeting  with  special  proxies  and 
with  instructions,  each  to  vote  for  a  separate  trustee,  it  will 
be  clearly  seen  that  no  resolution  as  to  trustee  can  bo 
passed.  It  is  necessary  in  filling  up  the  special  proxy,  to 
state  that  the  persons  named  therein,  must  vote  for  a  com- 
position of  not  less  than  (  ),  and  a  trustee  (whose 
name  must  be  inserted  in  the  proxy)  or  "  for  adjudication 
and  (name  must  be  inserted  in  the  proxy)  as  trustee  with  a 
committee."  The  special  proxy  apppointed,  will  not  be 
entitled  to  vote  on  any  other  matter  except  those  named  in 
his  proxy.  It  is  not  exactly  clear  by  schedule  1,  section  18, 
whether  names  of  the  committee  of  inspection  should  not  be 
inserted  in  the  special  proxy.  I  think  however,  that  it  will 
be  seen,  that  this  is  impracticable,  as  no  creditor  can  tell 
who  will  be  at  the  meeting,  or  who  will  be  in  such  a 
position  as  to  be  proposed,  as  one  of  the  committee  of 
inspection, 

A  most  important  change  is  made  by  section  122,  which 
deals  with  persons  whose  indebtedness  does  not  exceed  the 
sum  of  £50.  In  case  a  debtor  of  this  class  is  sued  by  two, 
or  three  persons,  he  may  apply  to  the  court  to  make  an 
administration  order,  for  the  payment  of  the  whole  of  his 
debts  by  insti^lments.  It  will  be  necessary  that  the  debtor 
should  bring  to  the  registrar  a  request,  bearing  the  names 
and  addresses,  of  the  persons  to  whom  he  is  indebted,  and 
the  amounts  of  such  debts,  and  on  the  request  being  filed, 
notices  will  be  sent  to  the  creditors  10  clear  days  before  the 
day  appointed  for  hearing  the  application.  Any  creditor 
may  attend  such  hearing,  and  may  object  to  the  order 
being  made,  and  the  court  may  if  it  sees  fit  proceed  to  hear 
the  petition.  The  debtor  must  attend  in  person.  Unless  • 
the  judge  otherwise  orders,  any  creditor,  whether  he  has 
received  notice  or  not,  may  attend  at  the  hearing  and 
prove  his  claim.  All  the  claims  set  out  in  the  schedule 
shall   be   taken    as    proved    unlMS    objected   to   by     ft 
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creditor.  Any  claims  objected  to,  may  be  dotcrmin-^  «*^ 
the  time,  or  may  be  adjourned  for  consideration,  ani 
person  shall  be  entitled  to  have  any  question  at  issue 
determined  by  a  jury,  unless  by  order  of  the  judge.  Debtors 
must  answer  all  questions  allowed  by  the  court.  Any 
claim  not  proved  may  be  adjourned,  and  with  leave  any  other 
person  may  be  heard  on  the  creditor's  behalf,  and  to  adduce 
evidence. 

The  judge  shall  decide  whether  the  debtor  shall  pay  a 
composition  on  the  debts,  or  whether  he  shall  pay  the  debts 
in  full.  In  deciding  this,  he  shall  give  special  attention  as 
to  whether  the  debtor's  indebtedness  has  been  incurred  by 
means  of  fraud,  or  whether  the  debtor  has  been  guilty  of 
idleness,  improvidence,  gambling,  or  inteiftpcranco.  The 
court  may  if  it  think  fit,  or  if  a  majority  of  the  creditors 
present  at  the  hearing  of  the  application  desire,  appoint 
some  person  to  have  the  conduct  of  the  order,  and  it  shall 
be  the  duty  of  such  person  to  take  proper  proceedings  to 
enforce  the  terms  of  the  order.  Provided  the  debtor  does 
not  keep  up  his  payments  a  judgment  summons  may  be 
Bsued,  without  foe,  and  shall  be  served  personally  five  clear 
days  before  the  return  day.  The  debtor  must  prove  that 
he  has  not  had  the  means  to  pay  the  sum  in  respect  of 
which  he  has  made  default,  and  if  the  court  be  satisfied,  it 
shall  suspend  the  order,  during  the  period  of  such  defaiilt, 
or  it  may  vary  same  so  far  as  relates  to  the  amount  of  pay- 
ment on  account  of  instalments  ordered.  If  th^  person 
having  the  conduct  of  the  order  takes  out  a  judgment 
summons,  and  the  debtor  docs  not  satisfy  the  court  that  he 
has  been  unable  to  pay,  the  court  may  commit  him  to 
prison,  as  under  an  ordinary  judgment  summons. 

Section  1(32  makes  provision  for  the  Board  of  Trade  call- 
ing in,  and  receiving  all  dividends  unclaimed  by  creditors, 
who  have  not  proved  their  debts,  or  funds  which  may  have 
been  left  in  the  hands  of  trustees,  under  the  Act  of  1869, 
and  also  under  the  present  Act,  where  they  may  have 
remained  in  the  hands  of  the  trustees  unclaimed  for  more 
than  six  months. 

Power  is  taken  by  this  section  of  the  Act  to  appoint  some 
person,  for  the  special  purpose  of  collecting,  and  getting  in, 
all  unclaimed  dividends,  and  funds  under  this  and  the 
preceding  acts  of  Parliament  relating  to  bankruptcy.  The 
intention  of  the  framers  of  this  section  and  the  rules  which 
apply  to  it,  has  been  to  remedy,  or  render  impossible,  the 
abuses  which  prevailed  under  previous  Acts. 

With  respect  to  the  position  of  the  Chartered  Accotmtants 
under  this  act  I  am  of  opinion  it  will  assist  all  those  who 
have  conducted  their  business  in  an  honest  and  straightforward 
manner,  for  while  it  may  take  away  part  of  the  bankruptcy 
business  it  will  increase  their  work  in  the  shape  of  audits, 
especially  when  traders  have  brought  to  their  knowledge 
the  stringency  with  which  the  Act  deals  with  all  persons 
who  do  not  keep  proper  books  of  account.  Further,  the 
charges  for  Accountancy  proper  are  increased,  and  on  the 
whole  I  think  the  profession  has  not  such  cause  to  fear  a 
diminution  of  business  as  some  seem  to  tliink.  With  respect 
to  the  162nd  section  of  the  act,  and  the  large  amount  of  money 
which  was  estimated  to  be  in  the  hands  of  trustees  through- 
out the  country,  I  think  it  was  very  largely  over  estimated, 
as  I  am  informed  the  total  amount  yet  received  is  only  about 
£200,000  to  £250,000.  I  am  pleased  to  learn  that  the  amounts 
which  have  accumulated  in  the  hands  of  those  trustees 
who  are  Chartered  Accountants  have,  with  very  few 
exceptions,  been  paid  in  willingly  and  freely,  and  I  believe 
this  action  has  given  an  impetus  to  the  Institution  in 
London  which  will  result  in  its  members  holding  a  higher 
place  in  the  opinion  of  the  judges  and  others  who  have  the 
administration  of  the  present  Bankruptcy  Act,  1  think  it 
a  special  acknowledgment  of  the  Institute  of  Chartered 
Accountants  of  England  and  Wales  that  Mr.  R.  P.  Harding, 
wh<^  was  president  at  the  time  the  Act  was  passing  through 
the  House  of  Conunonfi,  should  have  been  cnosen  as  chief 
official  receiver  of  the  high  court.    The  Act  of  Parliament 


will  be  a  great  debrront  to  all  trustees  who  hfcve  not  com- 
plied with  the  lO^d  section,  as  although  the  creditors  may 
be  unanimous  in  appointing  a  trustae,  if  the  Board  of  Trade 
is  not  satisfied,  it  may  object  to  his  appointment  withoji 
stating  the  grouids  of  such  objection,  eccept  on  an  applica- 
tion to  the  High  Court,  and  at  the  hearing  of  the  objection 
every  creditor,  and  the  Board  of  Trade  will  then  com- 
municate the  grounds  of  its  objection  to  the  court,  and  it 
will  be  a  sufficient  objection  to  tie  appointment  of  the 
trustee  that  ho  has  not  complied  with  section  162  oi  the 
Bankruptcy  Aci  1883. 
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EXAMINATfONS. 

The  next  Examinations  will  be  held  on  the  foUowiDj; 
days : — 

The  Preliminary  Examination  on  the  9th,  10th,  and  llib 
of  June. 

The  Intennediate  Examination  on  the  16th,  ITtb,  tn. 
18th  of  June. 

The  Final  Examination  on  the  23rd,  2ith,  and  ^25di  (i 
June. 

Persons  desirous  to  present  themselves  for  Examinatiiff. 
must  give  notice  to  the  Council  at  least  90  days  before  t.> 
date  of  the  Examination,  at  the  same  time  forwarding  it-. 
Examination  Fee.  Pull  peurticulars  and  forms  of  notice  ni»f 
be  obtained  at  the  office  of  the  Institute,  3,  Coptj:i 
Buildings,  London,  £.C. 

By  order  of  the  Council, 

W.  G.  HOWGRAVE. 

9th  Airril,  188i.  Stcrd^^r^- 


THE  PRINCIPLES  OF  MERCANTILE  m. 

By  JOSHUA  SLATER,  of  Graves  Ixn,  Barmsteh-at^U*. 

Author  of  **  Epitome  of  Arbitrations  ftad  Awards.'* 

ThiM  book  has  been  noticed  by  the  Press  as  follows  :— 

Mr.  Slater  has  written  a  handy  little  volttme  on  the  Lex  Mef'tv' 
It  is  not  to  be  expected  that  in  200  pages  he  can  deal  with  all  ^'^^;' 
Jects  treated  of  in  larger  volumes,  but  it  is  marreUous  to  find  ■'-  *' 
large  number  of  subjects  are  dealt  with.  We  can  confidently  m^*-^ 
mend  it  to  students,  as  they  will  find  no  other  small  w(vk  <»:'-' 
subject. — Orford  and  Cambridge  Undcrgradaatet  ioumal. 


This  little  book  is  intended  to  give  a  goneral  idea  of  the  so^j^^  ^^ 
which  it  deals,  and  although  the  information  is  cece^sanlv  I«v  ' 
appears  to  be  accurate  as  far  as  it  goes.  A  very  remarkable  q«A:»? 
of  information  is  given  in  a  very  short  space.— Loir  iowmal. 

Prict  7$,  6d. 
QEE  &  Co.,  St.  Stephen's  Chambers,  Telegraph  Street,  £.C. 


EPITOME  OF  THE  UW 

OF 

AEBITRATIONS   AND   AWARDS 

SPECIALLY    DBSIONED    FOB  THX    TBS    OF 

CHARTERED    ACCOUNTANTS 

By  JOSHUA  SLATER,  of  Gray's  Ikk,  BABmisTEB-AT-Li» 

A  concise  Treatise  on  the  Law  of  Arbitrations  and  Awards,  ok 
all  the  necessary  B^orms  from  the  Submission  to  the  Award,  vv 
with  the  sections  of  the  various  Acts,  and  embracing  all  tbe 
decisions  of  the  Courts. 

PHec  7$.  €d. 
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JUNE  1,  1884. 

THE   USE  OF  LIBBARIBS. 

That  libraries  available  lor  the  ase  of  students  are  most 
necessary  will  hardly  be  denied,  and  the  various  students' 
Bocieties  have  endeavoured ,  as  iar  as  their  limited  means 
allowed,  to  provide  books  of  reference  for  their  members ;  but 
their  funds  being  limited  and  the  calls  on  them  sufficient 
to  absorb  all  but  a  small  balance,  it  would  take  years  before 
sufficient  books  could  be  got  together  to  enable  a  student  to 
pursue  an  uninterrupted  course  of  study :  under  these  cir- 
cumstances gentlemen  who  .have  attained  eminence  and 
position  in  the  profession  cannot  better  aid  their  juniors  to 
follow  in  their  footsteps,  than  by  presenting  to  the  students' 
societies  of  their  towns,  books  of  reference  for  the  use  of 
members. 

At  the  annual  meeting  of  the  London  Chartered  Account- 
ants' Students'  Society,  when  the  subject  of  the  library  came 
on  the  tapis,  Mr.  Whinney,  who  was  then  presiding,  stated 
that  no  doubt  the  Institute  of  Chartered  Accountants, 
%vould  be  pleased  to  place  their  library  at  the  disposal  of 
students,  and  we  are  glad  to  say  that  the  Council  of  the 
Xnstitute  readily  granted  the  request.  A  concession  such  as 
liis  would  be  of  immense  value  to  students,  containing,  as 
'the  Institute  library  does,  so  many  works  of  refeiencCf  were 


it  not  for  the  fact  that  the  library  is  only  available  in  the 
daytime — a  time  when  most  of  the  students  are  at  work — 
the  boon  is,  therefore  practically  valueless.  We  hope, 
however,  when  the  Institute  build,  or  rent,  the  larger 
premises  it  is  proposed  to  do,  that  the  library  will  be  open  at 
all  hours  to  students.  In  the  meantime,  could  it  not  be 
arranged  for  the  library  to  be  open  say  two  nights  a  week 
up  till  ten  o'clock,  students  could  then  avail  themselves  of 
the  advantages  so  gracefully  conceded. 


AUDITING. — Continued, 

Wb  now  come  to  the  balance. sheet,  (which  as  its  title 
indicates  is  intended  to  show  the  balance  of  profit  or  loss 
made  during  any  given  period,  and  at  the  end  of  that  period 
the  balance-sheet  shows  on  the  one  side  the  liabilities,  and 
on  the  other  the  assets,  the  difference  of  course  being  the 
profit  or  loss. 

Dealing  with  the  debit  side  first,  an  opening  entry  "  capital  " 
is  made ;  this  heading  should  show  the  total  amount 
of  capital  due  to  the  firm,  and  to  each  partner  individually. 
The  next  item  should  be  amounts  due  to  creditors  holding 
securities  such  as  mortgages  or  goods  hypothecated  to  them 
to  cover  advances.  Next  comes  bills  payable,  the  amount  of 
which  should  not  only  agree  with  that  shown  in  the  ledger, 
but  also  should  be  capable  of  being  checked  with  the  bills 
pajrable  book,  and  lastly,  sundry  creditors.  This  entry 
requires  great  care  to  see  that  no  liabilities  ar  j  omitted  ;  as  if 
a  trader  had  purchased  goods  on  credit,  which  had  passed  into 
his  stock  or  had  been  disposed  of  without  the  liability  being 
duly  entered,  the  goods  being  taken  as  an  asset  either  in  the 
stock  account  or  amounts  due  from  debtors,  his  balance  of 
profit  is  swollen  by  the  total  value  of  the  goods  instead  of 
merely  the  profit  he  makes  on  them. 

Interest  on  mortgages,  &c.,  can  either  be  shown  among 
the  sundry  creditors,  or  with  the  individual  item  on  which  it 
is  due,  the  former  practice  is  very  general  but  the  latter  is 
in  our  opinion  preferable.  These  practically — ^with  the  excep- 
tion of  the  item  everyone  wishes  to  see  on  this  side,  viz., 
"balance  " — are  all  the  entries  that  are  necessaiy  on  the  debit 
side  of  the  balance-sheet,  although  other  small  items  are 
sometimes  introduced.  For  instance  there  might  be  a 
balance  due  on  interest  account. 

We  now  come  to  the  other  side  of  the  balance-sheet,  the 
credit  side— property  and  assets.  The  first  item  which 
appears  is  fixed  and  immoveable  property,  such  as  freehold 
property,  land  and  leaseholds.  In  each  case  a  careful  valua- 
tion should  be  made,  as  freeholds  and  land  in  a  thriving  com- 
community,  as  a  rule,  increase  in  value,  and  lease 
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hoUls,  thr.uih  tliev  dccreaso  in  value  as  the  term  for  which 
they  arc  hohl  rins  o  :t,  may,  on  account  of  the  increase  in 
value  of  property  in  tho  neighbourhood,  so  increase  in  value 
as  to  bo  worth  more  than  tho  valuo  of  the  unexpired  term 
would  be,  reckoning  on  th«  amount  given  for  the  lease.  Of 
course,  an  ordinary  lease  of  business  premises  for  a  short 
period  at  a  fall  rent  would  have  no  value,  and  should  not 
appear  at  all,  only  those  which  would  have  an  actual 
commercial  valuo,  if  it  were  necessary  to  realize  them,  should 
be  included. 

Next  we  come  to  stock-in-trade  and  plant,  these  items 
rcq  ire  very  careful  ccamination,  and  care  should  bo  taken 
to  see  that  due  allowance  has  been  made  for  depreciation  in 
value  of  Roo  Is  that  have  been  a  long  time  in  stock,  and  which 
have  thereby  decreased  in  value.  On  the  other  hand,  itisper> 
fectly  legitimate,  to  take  the  full  value  of  goods  that  have 
increased  in  value,  either  by  the  market  rising,  or  other 
causes.  The  best  way  is  to  have  independent  stock  sheets 
drawn  up  and  each  article  priced  at  the  actual  market  price 
on  that  day.  The  system  many  people  adopt  of  taking  all 
goods  at  cost  price,  and  adding  or  deducting  a  fixed 
percentage,  is  a  most  pernicious  one  as  thereby  old  and 
obsolete  goods  are  put  on  the  same  footing  as  new  and 
modem  ones.  Further  no  individual  credit  is  allowed 
for  care  or  cleverness  in  buying,  whereby  great  bargains 
may  sometimes  be  mode.  Plant,  machinery  and  tools ;  in 
this  item  care  mnst  be  taken  to  allow  for  depreciation  in 
valuo  through  wear  and  tear,  and  it  must  be  seen  that 
sufficient  is  allowed  as  in  leaseholds  to  cover  the  actual 
depreciation  in  value.  Many  people  charge  renewals  to 
plant  account  thereby  swelling  this  item,  but  having  to 
allow  of  course,  larger  sums  for  depreciation.  We  think, 
however,  unless  very  large  amounts  are  involved,  it  is  better 
to  charge  renewals  to  ordinary  trade  expenses.  In  fact,  as  far 
as  possible,  all  items  should  be  charged  to  revcnne  and  not  to 
capital  account. 

Next  on  the  ere  lit  side  of  tho  balance-sheet  comes  sundry 
debtors  and  here  again  great  discrimination  is  required.  Tho 
various  items  should  bo  carefully  gone  through  and  due 
allowance  made  for  all  bad  and  doubtful  debts.  It  is  a 
custom  with  some  firms  to  carry  all  bad  and  doubtful  debts 
to  a  suspense  account,  and  write  ofi  a  certain  proportion  in 
each  balance-sheet ;  but  this  again  we  consider  a  mistake  if 
a  debt  is  indubitably  bad  by  all  means  write  it  off  at  once 
instead  of  spreading  it  over  a  number  of  years.  If  a  debt  is 
doubtful,  estimate  what  you  think  it  will  produce  and  write 
off  the  balance.  Should  it  realize  at  some  future  time 
more  than  you  anticipated  it  is  easy  to  bring  it  forward  as 
an  asset.  Of  course,  with  commercial  houses  there  are 
many  slight  diilerencos  in  the  way  they  wish  their  balance- 
sheets  drawn  up.  For  in<-:tancc,  amongst  some  it  is  the 
custom  to  allow  interest  on  the  various  partners'  capital 
before  going  into  the  question  of  whether  sufficient  profit  has 
been  made  to  pay  that  interest.  This  in  some  cases  may 
press  very  hard  on  a  partner  who  supplies  the  brains  and 
very  little  capital  ;  as  when  tho  business  results  in  only  a 
small  profit,  that  profit  is  swallowed  up  in  paying  interest  on 
the  capital  of  his  monicd  partners.  Or,  co  put  another  case, 
should  it  result  in  a  lo>s,  a  portion  of  his  capital  is  extin- 
guished in  payiug  that  ntercat.  This,  however,  is  a  question 
for  the  partners  themselves,  and  the  lawyers  or  accountants 
who  advise  them  at  the  time  the  partnership  is  negociated. 


The  auditor  has  nothing  whatever  to  do  with  it  beyonil 
acquauiting  himself  with  the  provisions  of  the  deed  of  pait- 
nership  on  the  subject.  Many  accountants  in  auditing  &n 
content  to  take  the  figures  from  the  books  themselves  with- 
out enquiring  into  all  the  circumstanoes  connected  with 
them,  but  we  are  sure  that  anyone  wishing  to  advance  in  his 
profession  will  see  the  necessity  of  enquiring  into  facts  &3 
well  as  figures,  so  that  his  report  may  be  a  clear  and  full 
explanation  to  all  the  parties  interested.  The  only  point 
now  remaining  to  be  dealt  with  is  the  profit  and  loss  account 
which  we  hope  to  take  in  hand  next  month. 


X^tterB  to  i\it  (Kbttur. 

COMPANY  LAW. 
To  the  Editor  of  the  Accountants'  Students*  Journal. 

Sir, — In  the  course  of  reading  tho  Companies  Acts,  the 
following  question  occurs  to  me,  which  Mr.  Buckley  in  his 
work  does  not  explain,  and  as  I  think  it  may  be  of  intere^ 
to  other  Students,  I  take  advantage  of  the  promise  made  in 
jour  second  issue  to  put  the  question  to  you. 

An  infant  applies  for  shares  in  a  company   which  are 

allotted  to  him  during  his  infancy,  and,  sometime  after  his 

attaining  his  majority,  the  company  is  wound-up.    Can  he 

be  made  liable  for  the  amount  unpaid  upon  the  shares  so 

allotted,  or  is  he,  by  the  Infants  Relief  Act,  1874,  unable  to 

ratify  the  contract  by  acquiescence  or  otherwise  ? 

Yours  &c., 

L.  M. 


ADMISSION  TO  INSTITUTE  LIBRARY. 
To  tJie  Editor  of  the  Accountant, 

Sir, — Your  readers  are  no  doubt  aware  that  the  Institute 
of  Chartered  Accountants,  has  passed  a  resolution  by  wlucb 
members  of  Students'  Societies  are  now  admitted  to  the 
Library  of  the  Institute  on  production  of  their  tickets  U 
membership. 

This  looks  at  first  sight,  a  great  concession  to  Students, 
but  "  all  is  not  gold  that  glitters,'*  for,  on  enquiry  at  the 
Institute  offices,  I  find  that  the  library  is  only  open  from  10a.m. 
to  5  p.m.  Now  I  should  like  to  ask  you,  Sir,  where  is  the 
benefit  conferred,  when  the  majority  of  students  are  usually 
working  for  their  employers  during  those  hours,  and  prob- 
ably, as  in  my  case,  do  not  leave  their  offices  xmtil  after  five 
o'clock.  If  it  could  possibly  be  managed,  I  think  a  real  boon 
would  be  conferred,  if  the  library  were  open  until,  say,  S  or 
9  o'clock,  not  necessarily  every  evening,  but  two  or  thr\.t! 
evenings  a  week,  which  would  enable'  many  to  take  ad\-BJi- 
tage  of  such  on  excellent  opportunity  of  acquiring  knowledge 
of  their  profession,  who  will  otherwise  be  prevented  tronx 
doing  so. 

I  am,  Sir,  Yours  truly, 

A  Studkxt. 


Hartshead  Chambers,  Seeffield, 

6th  May,  I6S4. 
INSTITUTE    EXAMINATION. 
Dear  Sirs, — In  answer  to  a  letter  of  "  Student  "  appearing; 
in  this  mouths'  Students'  Journal,  I  enclose  a  working  of 
the  question  referred  to. 

Yours  truly,        • 

HENRY  J.  WEIiLS. 


June  1,  1884. 
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Answer  to  Question  10  of  the  Bookkeeping  Questions  set  at  the  Final  Examination,  July  1882. 


Dr. 


CAPITAL     ACCOUNT. 


Dr. 


To  liiabilitiei 25,000    0    0 

„  Balance  being  Capital  at  command 50,UvX)    0    0 

£75,000    0    0 


Byasaots 75,000    0    0 


ie75,000    0    0 


„  Balances GOjOOO    0    0 

„  Net  Profit  from  Profit  and  Lobs  Account 7,537    0    0 


MhlfiSn    0    0 


TRADE    ACCOUNT. 


ToPnrohaaes     80.000    0    0 

„  Balance  to  Profit  and  Ijom  Aocount  2,000    0    0 

£32,000    0    0 


BySales 89,000    0    0 


£32,000    0    0 


SHIP    CONSTANCE. 


To  cost  of  Ship 16,450    0    0 

„  Depreciation  (see  oontra)  1,450    0    0 

Balance  of  Profit   to   Profit  and   Loss 


*» 


Account    6,550    0    0 


£8,000    0    0     16,450    0    0 


By  Balance,  present  value. 


By  Earnings 8,000    0    0 

„  Deprecialion 1,450    0    0 

H  Balance,  present  value  of  Ship 15,000    0    0 


£8000    0    0     16,450    0    0 


15,000    0    0 

ADVENTURE    Tq    NOVA    SCOTIA. 

To  advance  cost  and  charges 6,300   0   0 

CASH    ACCOUNT. 


ToReoeipto 50,000    0    0 


^^50,000    0    0 


By  Payments 81.000    0    0 

„  Balance  in  Hand 29,000    0    0 


50,000    0  0 


ToBalanoe 29,000    0    0 

BILLS    RECEIVABLE. 

ToSnndry  Bills 17,200    0    0  1      By  Bills  discounted 10,400    0    0 

Balance  6,800    0    0  i 

BILLS    PAYABLE. 


To  Bills  Received 19,513   0    0 


By  Acceptances 81,696    0    0 

Balance 1S/)18    0    0 


JONES     &     CO. 


To    17,600    0    0 

„  Balance  forward w 8,600    0    0 

£21000    0    0 


By SIOOO    0    0 


£91.000    0    0 


To 


8,000    0    0 


£8.000    0    0 


„  Balance 1,OUO   0    0 

J.    ROGERS. 


By   9,000    0    0 

„  Balance  down   1,000    0    0 


£8,000    0    0 


To    6,000    0    0 


£6,000    0    0 

H  Balance 2,000    0    0 

JACKSON     &     CO. 
To   8,500    0    0 


By    4,000    0    0 

Balance  down 9,000   0   0 


£6,000    0    0 


£8,500    0    0 


n 


Balance 0.100    0    0 


By 2,400    0    0 

„  Balance 6,100    0    0 


PAXTON     &     CC. 

By 

PRICE     &    CO. 
Xo  8100    0    0 

WAIN  WRIGHT    &    CO. 

By 


£8  500    0    0 


950    0 


800   0    0 
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To  transfer  to  Profit  and  Loss  Aooonnt. 


COMMISION   ACCOUNT 
(B7    0    0  I      Bysundries 687   0  6 

GENERAL    CHARGES. 
ToBTindrieB    1,650   0   0   |     By  transfer  to  Profit  and  Loss  Acooant  1^50   0  0 

PROFIT    AND    LOSS    ACCOUNT. 


To  General  Charges  (transferred) 1,060   0   0 

„  Balance  being  Net  Profit  transferred  to  Capital  Aoot.     7.587    0   0 

£9^87    0    0 


By  Gross  Profit  from  Trade  Acc<mnt 

„  Ship  Constance,  Earnings    8,000    0   0 

Less  Depreciation 1,450   0   0 


s^ioo  0  « 


„  Commission  Account. 


6.550   0  0 

f^<a7  0  0 

£9,187    0  0 


BALANCE    SHEET. 


Liabilities  and  Capital. 

To  Capital 

„    Sandry  Creditors  on  Bills  12,018    0 

Open  Accounts : 4,760   0 

To  Liability  on  bUls  accepted  on  account 
of  John  Smith  A  Co.,  of  Belfast,  none 
of  which  it  is  expected  we  shall  have 
to  take  up 


0 
0 


67,587    0    0 


16,768   0    0 


£74,800    0    0 


Assets. 
By  Adventure  to  Nova  Scotia    

„    Ship  Constance,  present  value 

„    Sundry  Debtors  on  Bills 6,800    0 

Open  Accounts 17,900    0 

By  Cash  in  Hand 


0 
0 


«300    0   P 
SI.000   0  c 


£74,aoo  c  • 


INSTITUTE  OP  CHARTERED  ACCOUNTANTS. 


At  a  meeting  of  the  Council  held  on  the  7th  ^laj,  the 
following  Applicants  were  admitted  Associates : — 
GiLYABD,  Arthur,  clerk  to  W.  Gilyard,  Market  Street, 

Bradford. 
Land,  Percy  Edmund,  clerk  to  Astbury  and  Eokerslej, 

64,  Cross  Street,  Manchester. 
Wood,  Charles  William,  clerk  to  W.  Gilyard,  Market 

Street,  Bradford. 
It  was  resolved  that  members  of  Students'  Societies,  be 
ranted  access  to  the  Library  of  the  Institute  on  production 
of  their  tickets  of  membership. 
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AUDITING. 
BY  W.  J.  Jones,  A.C.A. 


At  a  meeting  of  the  above  Soeietyheld  on  the  11th  March, 
Mr.  W.  J.  Jones  gave  a  lecture  on  Auditing  and  said  that : — 

Before  proceeding  to  the  consideration  of  the  details  of 
auditing,  it  may  perhaps  be  advantageous  to  place  before 
you  briefly  the  objects  an  auditor  has  in  view  when  he  pro- 
ceeds to  audit  the  accounts  of  a  limited  company. 

These  objects  may  be  classified  under  three  heads, 
viz: — 

1st.  To  ascertain  that  the  balance-sheet  is  a  true  state- 
ment of  the  company's  financial  position,  and  that  it  con- 
tains all  the  particulars  required  by  the  articles  of  associa- 
tion. 

2nd.  To  see  that  proper  accounts  have  been  kept  of  the 
transactions  of  the  company. 

3rd.  To  examine  the  vouchers  for  all  the  payments. 

The  first  of  these  divisions,  viz,  to  ascertain  the  correct- 
ness of  the  balance-sheet  is,  of  course,  the  chief  end  of  the 
auditor's  labours.  But  as  he  cannot  thoroughly  achieve 
this  object  without  first  of  all  satisfying  himself  as  to  the 
•oxrectness  of  the  bookkeeping,  and  as  the  routine  of  an 


audit  consists  in  great  measure  in  the  thoroagh  examiiis- 
tion  of  this  department,'  my  remarks  this  evening  will  h&T« 
reference  chiefly  to  the  two  latter  divisions. 

Wherever  it  is  practicable  an  auditor  should  test  the 
accuracy  of  statements  presented  to  him  by  documents  ci 
other  evidence  obtained  from  sources  extraneous  to  the 
books  kept  by  the  company.  I  hope  to  indicate,  in  con- 
sidering tne  various  steps  of  an  audit  how  this  may  be  done, 
and  where  such  evidence  is  not  forthcoming  to  show  what 
methods  are  usually  employed  to  verify  the  accounts  by  the 
evidence  afforded  by  the  books  themselves. 

It  will  be  evident  I  think  to  most  of  those  present  :«> 
night  that  the  character  and  scope  of  an  audit  will  vary  in  s 
great  measure  according  to  the  extent  and  nature  of  the 
business,  the  books  of  which  are  presented  to  an  auditor  for 
examination.  In  a  small  business  for  instance,  where  the 
transactions  are  not  very  numerous,  the  auditor's  work  will 
be  comparatively  light.  But  in  a  large  business  of  a 
similar  nature,  including  perhaps  several  distinct  depart- 
ments, it  is  obvious  that  the  form  and  number  of  the  boob 
will  be  expanded  so  as  to  meet  the  requirements  of  the 
trade.  In  both  cases,  however,  the  principles  upon  whicli 
the  bookkeeping  is  based  are  precisely  the  same,  and  ther^ 
fore  we  find  that  the  books  used  to  record  the  transaction  dL 
most  trading  concerns  are  very  similar  in  character.  I  pro- 
pose this  evening  to  take  into  consideration  the  system  <A 
bookkeeping,  which  would  be  employed  in  a  large  macn- 
facturing  limited  company,  and  to  place  before  yoo  as  far  a« 
practicable  the  routine  of  an  auditor's  duties,  with  regard  to 
each  separate  and  distinct  part  of  the  system. 

CASH  BOOK. 

The  first  book  that  claims  the  attention  of  an  auditor  ii 
the  cash  book,  which  I  need  scarcely  remark  should  contain 
a  record  of  the  receipts  and  payments  of  money  either  m 
the  form  of  cash,  cheques  or  bills.  In  the  case  of  receipts 
a  single  entry  on  the  debit  side  is  sufficient  to  record  each 
transaction.  For  payments  in  cash,  one  entry  on  the  credit 
aide  is  sufficient.  But  when  a  payment  is  made  by  cheqae 
or  by  a  bill  issued  by  the  company,  two  entries  one  on  each 
side  of  the  cash  book  are  necessary,  When  a  cheque,  for 
instance,  is  drawn,  an  entry  is  made  on  the  debit  side  shov- 
ing that  the  amount  is  received  from  the  bank,  and  t 
corresponding  entry  on  the  credit  side  shows  to  whom  tk^ 
amount  is  paid.  I  should  perhaps  explain  that  althocgb 
there  may  be  no  actual  receipt  of  cash  from  the  bank,  jet 
the  mode  in  which  such  a  transaction  is  effected  by  the 
bank,  is  equivalent  to  a  reaJ  transfer  of  cash  from  the  bac^ 
to  the  company,  and  from  the  company  to  the  person  &> 
whom  the  cheque  is  made  payable.    Similarly,  when  a  bill 
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is  accepted  or  promissory  note  given,  an  entry  is  made  on 
the  debit  side  showing  that  the  amount  is  supposed  to  be 
-  received  from  a  nominal  account  called  *'  bills  payable/'  and 
the  amount  of  the  bill  will  be  entered  on  the  credit  side 
showing  to  whom  the  bill  is  payable  and  to  whose  account  it 
is  therefore  debited.  But  further  when  a  bill  has 
matured  and  has  to  be  met,  two  more  entries  are  necessary, 
viz,  on  the  debit  side  showing  the  amount  as  received  from 
the  bank,  and  on  the  credit  side,  which  records  the  repay- 
ment of  the  amount  to  the  nominal  account  called  "  oills 
payable."  Bills  received  may  be  either  entered  and  treated 
as  cash  or  an  entry  may  be  made  on  the  credit  side  of  the 
cash  book  and  posted  to  the  debit  of  bills  receivable  account 
in  the  nominal  ledger.  When  the  bills  are  paid  into  the 
bank  an  entry  is  made  on  the  debit  side  of  the  cash  book  to 
credit  bills  receivable  account,  and  on  the  credit  side  of  the 
cash  book  to  debit  the  bank  account.  The  object  of  this 
method  is  to  separate  the  bills  from  the  cash,  and  the  bills 
actually  in  hand  should  c^^ree  with  the  balance  of  bills 
receivable  account.  Every  item  in  the  cash  book  should  be 
posted  to  some  ledger  account,  and  it  is  an  important  part 
of  an  auditor's  duties  to  see  that  this  is  done.  The  receipts, 
of  course,  will  appear  to  the  credit  of  the  ledger  accounts 
and  the  payments  to  the  debit  of  the  ledger  accounts, 
personal  or  nominal  as  the  case  may  be. 

In  order  to  make  a  complete  audit,  all  the  postings  from 
the  cash  book  should  be  checked.  In  the  case  of  a  very 
large  concern,  however,  it  will  often  be  found  impracticable 
to  do  this,  owing  to  the  very  groat  number  of  entries.  Some 
of  this  checking  has  therefore  to  be  omitted,  and  the 
auditor  has  to  use  his  discretion  as  to  the  amount  he  should 
do.  It  is  advisable  in  any  case  that  all  the  payments  should 
be  checked  and  all  receipts  which  are  posted  to  the  credit  of 
the  nominal  accounts. 

All  the  additions  of  the  cash  book  should  be  checked,  and 
the  balance  of  cash  in  hand  compared  with  the  amount 
actually  in  the  possession  of  the  cashier. 

Another  important  part  of  the  work  connected  with  the 
audit  of  the  cash  book  is  the  examination  of  the  vouchers. 
A  voucher  should  be  produced  for  every  payment.  There 
are  frequently  to  be  met  with  on  the  credit  side  of  the  cash 
book  various  items  which  cannot  be  vouched  in  the  usual 
manner.  Of  these  the  most  important  are  returned  bills 
and  cheques  re-debited  to  customers.  These  should  be  com- 
pared with  the  bank  pass  book,  and  the  customer's  account 
in  the  ledger  should  also  be  checked  so  as  to  see  that  the 
transaction  is  perfectly  regular.  Items  debited  to  bills  pay- 
able account  snould  be  compared  with  the  bank  pass  book, 
as  should  also  bank  charges  when  they  are  passed  through 
the  cash  book.  Amounts  debited  to  the  baiik  account  are 
provided  for  in  agreeing  the  bank  balance.  In  the  case  of 
payments  for  railway  season  tickets,  the  ticket  itself  should 
be  produced. 

With  regard  to  payments  of  wages  or  incidental  expenses, 
the  wages  books  and  petty  cash  books  should  be  compared 
with  the  amounts  enterea  in  the  cash  book.  The  additions 
of  these  books  should  also  be  checked.  If  it  is  found 
impracticable  to  do  all  the  additions  of  the  wages  books,  the 
auditor  should  select  a  certain  number  of  pays  at  his  dis- 
cretion for  examination.  As  the  amounts  paid  for  wages  are 
usually  considerable  items,  it  is  important  that  they  should 
receive  ^cial  attention  from  the  auditor.  He  should 
enquire  mto  the  system  adopted  in  making  out,  checking, 
and  paying  the  same,  and  should  require  the  total  of  every 
pay  to  be  signed  by  the  wages  clerks,  thus : — 

Made  up  by  A.  B. 

Checked  by  G.  D. 

Paid  by  E.  P. 

This  will  serve  to  fix  responsibility  on  the  persons  who 
have  to  deal  with  the  wages.  It  is  not  usual  for  workmen  to 
give  receipts  for  wages  but  in  some  cases  this  plan  is 
adopted. 

The  proper  examination  of  the  payments  for  wages  is  ona  | 


of  the  most  important  of  an  auditor's  duties,  as  there  are  so 
many  opportunities  for  the  perpet  atioii  of  fraud  without  the 
probability  of  its  being  detected.  For  instance,  the  names 
of  fictitious  persons  might  be  mserted  in  the  pay  sheets  and 
the  amounts  pocketed  by  the  pay  clerks.  Hence  the  desira- 
bility of  makmg  more  than  one  person  responsible,  so  as  to 
increase  the  chances  of  detection  should  fraud  bo 
attempted. 

On  the  received  side  of  the  cash  book  there  are  usually 
items  entered  periodically  which  will  require  verification  in 
the  same  way  as  the  items  incidental  expenses  and  petty 
cash  on  the  credit  side.  There  are  petty  sales,  petty 
receipts,  and  frequently  stoppages  from  the  wagcofor  rent, 
stores,  &c.  In  the  cases  of  petty  sales  and  receipts,  the 
auditor  should  compare  the  petty  sales  and  receipt  books 
with  the  items  in  the  cash  book,  and  check  the  additions  of 
these  books.  Stoppages  from  the  wages  when  entered  in 
the  cash  book  should  be  compared  with  the  wages 
books. 

The  additions  of  the  discount  columns  in  the  cash  book 
should  also  be  checked,  and  the  auditor  should  see  that  the 
totals  are  correctly  carried  to  the  discount  account  in  the 
nominal  ledger.  The  student  will  notice  that  these  totals 
appear  on  the  same  side  of  the  nominal  ledger  accoimt  as  in 
the  cash  book,  the  reason  being,  that  discounts  allowed  are 
posted  to  the  credit  of  the  individual  in  the  personal  ledger, 
and  the  totals  must  appear  on  the  debit  side  of  the  nominal 
account  to  carry  out  the  system  of  double  entry.  The  same 
rule  applies  to  the  discounts  on  the  credit  side  of  the  cash 
book,  which  being  passed  to  the  debit  of  the  personal 
accounts  must  come  to  the  credit  of  the  nominal 
account. 

SAIiES  BOOK. 

The  entries  in  this  book,  are,  as  you  are  aware,  posted  to 
the  debit  of  the  customers' accounts  in  the  sales  ledger. 
These  postings  should  be  checked  by  the  auditor.  Here 
again  in  the  case  of  a  very  large  business  where  probably  a 
great  many  sale  books  are  in  use,  it  is  often  impossible  for 
the  auditor  to  check  every  item.  He  should,  therefore, 
select  at  his  discretion  certain  months  for  a  strict  examina- 
tion. All  the  additions  should  be  done,  if  possible,  and  the 
totals  of  each  months'  sales  checked  into  the  sales  account 
in  the  nominal  ledger  where  they  appear  on  the  debit 
side. 

PUBCHASB  BOOK. 

This  book  should  be  subjected  to  the  same  sort  of  examina- 
tion as  the  sales  book.  The  items  it  contains  are,  of  course, 
posted  to  the  credit  of  the  personal  accounts  in  the  purchase 
ledger.  As  in  the  case  of  the  sales  book,  it  is  important 
that  the  auditor  should  see  that  the  totals  are  correctly 
made  up  and  carried  to  the  debit  of  purchases  account  in 
the  nominal  ledger.  Where  the  purchases  are  analysed  the 
addition  of  the  total  column  should  agree  with  the  total 
amount  of  all  the  other  colunms  together. 

Returns  of  sales  and  purchases  are  sometimes  entered  in 
the  sales  and  purchases'  books  respectively,  and  sometimes  a 
separate  returns'  book  is  used.  These  returns  should  be 
checked  in  the  same  maimer  as  the  sales  and  purchases, 
and  the  totals  compared  with  the  nominal  ledger  accounts, 
or  with  the  amounts  deducted  from  sales  and  purchases 
respectively,  according  to  the  method  employed.  In  com- 
panies where  there  are  two  or  more  separate  works  it 
frequently  happens  that  the  one  works  purchase  goods  from 
and  sells  gooos  to  the  others.  It  is  then  necessary  to  keep 
an  account  of  sales  and  purchases  between  works,  so  that  in 
making  out  the  trade  account  for  each  separate  works  the 
sales  to  the  other  works  may  be  credited,  and  the  purchases 
from  the  other  works  may  be  debited,  and  thus  obtain  the 
correct  amount  of  profit  made  by  each  works. 

But  in  making  out  the  combined  trade  account  no  notice 
is  taken  of  sales  and  purchases  between  works,  because  when 
treating  the  company  as  a  whole  the^^e  accomts  balance  one 
another,  and  also  because  these  purcha&et  and  sales  are  not 
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actual  transactions,  but  merely  the  transferring  of  goods  from 
one  part  of  the  company's  premises  to  another. 

SALES  AND  PURCHASES  LEDGERS. 

The  proper  examination  of  these  books  forms  a  most 
important  part  of  the  routine  of  an  audit,  as  the  balances  of 
the  accounts  in  these  ledgers,  form  considerable  items  in  the 
liabilities  and  assets  on  the  balance-sheet.  In  cases  where 
all  the  purchases,  sales,  and  cash  postings  are  checked,  the 
auditor  should  be  careful  to  see  that  all  the  items  in  these 
ledgers  are  ticked.  If  possible  all  the  additions  should  be 
checked.  But  in  eveiy  case  the  auditor  should  check  the 
balance  of  each  account  with  the  lists  of  debtors  and 
creditors.  Here  I  may  mention  that  it  is  the  practice  in 
some  large  concerns  to  deduct  the  few  creditors  that  may  be 
found  in  the  sales  ledgers  from  the  total  amount  of  debtors 
taken  from  the  same  ledgers,  and  in  a  similar  way  to  deduct 
the  few  debtors  found' in  the^lpurchases  ledgers  from  the 
total  amount  of  creditors.  This  is,  I  need  scarcely  say, 
wrong  in  principle,  and  should  be  corrected  by  the  auditor, 
as  the  balance  sheet  must  show  the  total  amount  of 
liabilities  and  the  total  amount  of  assets.  Therefore  in 
such  cases  as  I  have  just  mentioned,  it  is  necessary  to  add 
the  creditors  found  m  the  sales  ledgers,  to  the  list  of 
creditors  taken  from  the  purchases  ledgers,  and  to  add  the 
debtors  found  in  the  purchases  ledgers  to  the  debtors  taken 
from  the  sales  ledgers.  With  respect  to  the  sales  ledger 
balances,  he  should  be  careful  to  notice  the  date  of  each 
balance,  that  is  to  say  the  time  it  has  been  outstanding,  as 
this  will  guide  him  in  forming  an  estimate  of  the  value  of  the 
total  amount  due  from  debtors  on  the  balance-sheet,  and 
enable  him  to  judge  what  ought  to  be  the  amount  of  the 
reserve  to  meet  doubtful  debts.  An  auditor  should  also  be 
careful  to  see  that  all  debts  on  the  sales  ledger  which  are 
irrecoverable  are  duly  transferred  to  the  debit  of  the  bad  debt 
account  in  the  nominal  ledger. 

THE  JOURNAL 

The  utility  of  this  book  in  a  system  of  bookkeeping  is  open 
to  dispute,  and  in  my  opinion,  only  in  very  large  concems,or 
in  concerns  with  several  departments,  is  it  absolutely 
necessary. 

Its  proper  function  is  to  record  transfers  from  one  ledger 
to  another.  For  instance  if  an  amount  has  to  be  trans- 
ferred from  the  sales  ledger  to  the  purchases  ledger  or  vies 
versa^  or  from  the  sales  or  purchases  ledgers  to  the  nommal 
ledger,  or  from  one  nominal  account  to  another,  an  entiy 
should  be  made  in  the  journal  to  show  the  reason  for  such 
transfer.  In  balancing  the  books  of  a  large  concern  it  is 
almost  indispensable  to  have  these  transfers  recorded,  as  it 
enables  each  ledger  to  be  balanced  separately.  The  journal 
may  also  bo  very  useful  for  making  special  entries  to  the 
debit  and  credit  of  the  ledger  accounts,  entries  such  as 
interest  on  overdue  accounts,  special  allowances,  &c.,  and 
items  requiring  a  long  explanation,  which  could  not  be  con- 
veniently recorded  in  the  ledger  accounts.  Bank  charges 
could  also  be  more  properly  passed  through  the  journal, 
than,  as  is  frequently  the  case,  through  the  cash  book,  as 
they  can  scarcely  bd  considered  a  cash  transaction.  The 
transfers  necessary  for  closing  the  books  are  generally  passed 
through  the  journal.  It  will  be  seen,  therefore,  that  this 
book  is  a  very  important  one  to  an  auditor.  Every  entry 
should  be  checked  with  the  ledger  account  to  which  it  is 
posted,  and  in  the  case  of  transfers  to  or  from  the  nominal 
ftocounts,  he  should  be  careful  to  understand  why  such 
transfer  is  made.  In  some  systems  of  bookkeeping  the  use 
of  the  journal  is  carried  to  an  undesirable  extent.  It  is 
sometimes  used,  for  instance,  to  transfer  the  totals  of  pur- 
chases, sales  and  discounts  to  their  respective  accounts  in 
the  nominal  ledger.  Instances  are  also  to  be  met  with 
where  all  the  sales  and  purchases,  ledgers,  balances,  are 
entered  in  the  journal,  when  these  balances  are  brought 
down,  and  the  accounts  ruled  off.  in  the  ledgers,  at  the  date 
of  the  balance-sheet.  And  in  the  case  of  a  large  limited 
oompftny  in  this  town  it  was  the  oustom  a  few  years  ago  to 


enter  in  the  journal  in  detail  all  the  sales  and  purchases'  and 
post  the  same  into  the  nominal  ledger.  I  may  mention  tha& 
the  items  of  sales  and  purchases  were  usually  lai^e  in 
amount  and  comparatively  few  in  number.  Ail  this  is 
totally  unnecessary.  It  is  merely  mentioned  here  to  show 
the  variety  of  uses  to  which  the  journal  is  put. 

When  a  company  first  commences  business,  the  journal  is 
often  used  to  open  the  necessary  accounts  in  the  nominal 
ledger,  referring  to  the  purchase  ofstockfplant,  goodwill,  and 
to  the  capital  and  loan  accounts;  but  I  think  in  the 
majority  of  cases  this  book  can  easily  be  dispensed  with,  as 
its  use  often  amounts  to  doing  the  work  thrice  over. 

NOMINAL  OB  PRIVATE  LEDOBB. 

This  book  is  of  the  utmost  importance  to  the  auditor.  It 
should  contain  all  the  information  necessary  for  maJdcg 
out  the  balance  sheet  and  revenue  account,  except  the  sales 
and  purchase  ledger  balances,  and  the  balance  of  the  cash 
book. 

All  the  entries  and  additions  in  the  nominal  ledger  shocM 
be  checked,  and  the  balance  of  each  account  compami 
with  the  trial  balance. 

Many  of  the  accounts  should  receive  the  special  attentior 
of  the  auditor.  The  most  important  of  these  are  ths 
following,  viz. : — 

THE  BANK    ACCOUNT. 

The  Balance  of  this  account  should  be  agreed  with  tost 
shown  in  the  bank  pass  book.  As  those  balances  usoalh 
differ  by  the  amount  of  the  che<}U6s  unpresented,  sad 
sometimes  of  cash  paid  in,  but  credited  by  the  bank  after 
the  date  of  the  balance  sheet,  these  items  should  be  care- 
fully examined.  In  addition  to  this,  the  auditor  shocl: 
obtain  from  the  bank  a  confirmation  of  the  balance  sheim 
in  the  bank  pass  book.  This  will  prevent  the  possibility  cf 
a  fictitious  pass  book  being  passed  by  the  auditor. 

BILLS  PAYABLE  ACCOUNT. 

I  It  will  be  remembered  that,  in  speaking  of  the  cash  book, 
it  was  mentioned  that,  when  a  Dili  was  accepted,  or  & 
promissory  note  given,  an  entry  was  made  in  that  book  cs 
the  debit  side,  and  posted  to  the  credit  of  bills  pajal^ 
account;  and  that  when  the  bill  was  met  an  entry -ns 
made  on  the  credit  side  of  the  cash  book,  which  was  postei 
to  the  debit  of  the  same  account. 

It  will  be  evident  then  that  the  balance  of  this  accoosi 
should  show,  at  any  given  date,  the  amount  due  on  bil^ 
accepted  which  have  to  be  met  at  some  future  date.  It  is 
necessary  that  the  auditor  should  see  that  this  amounfi  is 
correctly  stated.  He  can  only  do  this  by  examiningtiie  Ittlb 
payable  book.  This  is  a  memorandum  book  which  is  used 
to  record  every  bill  accepted,  and  every  promissory  not€ 
given,  with  a  full  description,  showing  among  other  thin^* 
the  date  the  bill  was  accepted,  or  given,  and  the  date  it 
becomes  due.  From  this  book  a  list  should  be  made  of  tboee 
bills  accepted  on  or  prior  to  the  date  of  the  balance  sbee'^ 
which  do  not  become  due  until  after  that  date.  The  totftl 
of  this  list  should  agree  with  the  balance  of  the  biLs 
payable  account  in  the  nominal  ledger. 

While  on  the  subject  of  bills  it  will  perhaps  be  oonveniest 
to  mention  the  bills  receivable  book,  which  records  all  bilU 
received  from  customers  and  others  with  a  description  d 
each  bill  somewhat  similar  to  the  bills  payable  book.  A  list 
should  be  made  of  all  bills  received  on  or  before  the  date  d 
the  balance-sheet  which  do  not  become  due  until  a  lal^i 
date.  The  total  of  this  list  frequently  appears  on  tb* 
balance-shet,  but  as  a  memorandum  only  under  the  head  of 
'*  liability  on  customers'  bills." 

CAPITAL  ACCOUNT. 

This  should  show  the  total  amount  of  capital  paid  cp. 
For  verification  of  this,  the  auditor  should  make  out  a  h^: 
of  shareholders  from,  the  share  ledger  with  the  number c> 
shares  held,  and  the  amount  of  capital  paid  up  by  each,  ax^i 
compare  the  total  with  the  capital  account,  but  of  this  I 
shall  have  something  more  to  say  when  treating  upon  sbarE 
I  books.    For  further  verifioation  the  auditor  afaoald  reier  to 
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the  list  of  sharebolden  taken  from  the  share  register,  and 
see  that  the  total  number  of  shares  allotted,  multiplidd  by 
the  amonnt  called  up,  agrees  with  the  balance  of  the  capital 
account.  Where  these  two  amounts  do  not  agree,  he  should 
see  how  the  difference  is  made  up ;  whether  by  calls  in 
&rrcar,  or  calls  paid  in  advance  or  both.  In  the  first  case 
yiz : — Calls  in  arrear  each  item  should  be  enquired  into,  and 
brought  under  the  notice  of  the  directors.  In  the  other  case 
viz : — That  of  calls  paid  in  advance,  care  should  be  taken 
that  any  interest  payable  on  those  calls  is  duly  charged  to 
the  revenue  account. 

INVESTMENT  ACCOUNTS. 

The  auditor  should  have  the  securities  for  all  investments 
produced  for  his  inspection,  and  he  should  see  that  the 
value  of  these  securities  is  not  over-stated  in  the  balance- 
sheet. 

LOAN  ACCOUNTS. 

The  auditor  will  be  careful  to  ascertain  that  these  are 
fully  stated,  and  that  the  interest  on  loans  to  the  date  of 
making  up  the  accounts  is  charged  in  the  revenue 
account. 

There  are  many  other  flu;counts  in  the  nominal  ledger 
which  J  cannot  take  into  consideration  this  evening,  but  I 
should  like  briefly  to  refer  to  one  or  two  others.  • 

The  first  is  in  the  case  of  colliery  books. 

Royalty  paid  in  excess  of  minimum.  A  few  words  in 
explanation  of  this  account  will  peihaps  be  of  service  to  the 
younger  members  of  this  society. 

When  a  company  rents  mines  from  a  landowner  it  is 
generally  upon  some  such  terms  as  the  following: — ^They 
agree  to  pay  a  royalty  of  a  certain  sum  upon  every  ton  of 
produce  raised  or  ore  worked,  the  landowner  insisting  that  a 
znininum  amount  should  be  paid  per  annum  during  the  term 
of  the  lease  to  ensure  that  he  shall  have  a  certain  return  for 
the  use  of  his  mine.  It  may,  and  frequently  does,  happen, 
however,  that  the  company  do  not  raise  sufficient  mine  to 
cover  the  amount  of  this  minimum  royalty.  They  will  have 
to  pay  therefore  in  this  instance  an  amount  in  excess  of  the 
royalty  on  mine  worked,  which  excess  they  are  entitled  to 
deduct  should  they,  in  a  subsequent  year  of  the  lease,  work 
more  mine  than  is  represented  by  the  minimum  royalty. 

To  take  an  instance,  a  company  by  the  terms  of  its  lease 
agrees  to  pay  a  minimum  royalty  of  say  £1,000  a  year.  In 
the  first  year  of  the  lease  the  actual  royalty  on  mine  worked 
is  only  £500.  The  company  have  to  pay  £1,000,  that  is  £500 
in  excess  of  royalty  on  the  working.  This  excess  is  con- 
sidered as  an  asset  on  the  balance-sheet,  for  it  may  be  re- 
covered in  the  following  year  should  the  royalty  on  mine 
worked  amount  to  say  £1,600.  The  amount  payable  to  the 
land  owner  in  this  year  will  be  £1,100,  because  the  excess 
paid  m  the  previous  year,  viz : — £500  will  be  deducted  from 
the  £1,600. 

The  auditor's  duty  with  respect  to  this  Sbsset  of  £500,  is  to 
obtain  from  the  landowner  a  statement  verifying  the  com- 
pany's account  of  royalty  paid  in  excess  of  minimum. 

Another  account  which  sometimes  appears  in  the  nominal 
ledger  is  the  credit  customers'  account.  This  account  is 
merely  a  summary  of  the  sales  ledgers.  The  sales,  discounts 
and  allowances,  and  cash  are  posted  in  totals  to  the  credit 
customers  account,  whereas  in  the  sales  ledger  they  appear 
in  detail.  It  is  obvious  that  the  balance  of  the*  credit 
customers'  account  should  agree  with  the  total  of  the  sales 
ledger  balances. 

This  will  complete  my  remarks  with  respect  to  the  nominal 
ledger  accounts. 

SHARE  BOOKS. 

The  auditor's  duties  with  respect  to  these  books  are  to  see 
that  the  share  ledgers  are  posted  up,  that  the  balances  of 
these  ledgers  agree  with  the  list  of  shareholders,  both  as 
regards  the  number  of  shares  held  by  each  shareholder  and 
the  amount  paid  up  per  share ;  that  the  transfers  have  been 
properly  posted  from  the  transfer  book  to  the  share  ledger, 
and  that  all  tranef era  and  allotments  of  sharvs  are  entezed  in 


the  minute  book  of  the  company  and  passed  by  the  direc- 
tors. 

A  similar  treatment  should  be  carried  out  with  respect  to 
the  debenture  books. 

STOCK  BOOKS. 

The  stock  books  should,  if  possible,  be  checked,  at  least  so 
far  as  the  additions  and  extensions  are  concerned.  As 
accountants  are  not  usually  in  possession  of  the  requisite 
knowledge,  it  is  scarcely  to  be  expected  that  they  can  deter- 
mine the  price  at  which  each  item  of  the  stock  should  be 
taken.  But  it  is  important  that  the  auditor  should  as  certain 
that  the  stock  is  calculated  on  a  correct  basis,  and  this  basis 
should  not,  as  a  rule,  exceed  the  cost  price  of  the  goods. 
In  some  cases  the  stock  is  certified  by  the  directors,  &nd 
when  this  is  the  case  it  should  be  so  stated  in  the  balance- 
sheet.  This  relieves  the  auditor  to  some  extent,  at  least,  of 
his  responsibility. 

MINUTE  BOOK. 

In  speaking  of  the  share  books,  I  alluded  to  the  necessity 
of  seeing  that  all  allotments  and  transfers  of  shares  are 
passed  by  the  directors.  In  addition  to  this  it  is  necessary 
that  the  minute  book  should  be  looked  through  to  see  that 
any  resolutions  affecting  the  accounts  are  duly  carried  out, 
and  that  they  are  in  strict  accordance  with  the  articles  of 
association. 

REVENUE  ACCOUNTS. 

Having  ascertained  the  correctness  of  the  bookkeeping  by  the 
course  of  checking  I  have  attempted  to  describe,  and  by  the 
trial  balance  on  which  all  the  balances  in  the  bonks  appear, 
either  in  detail  or  in  totals.andonwhich  the  totilof  the  debit 
balances  should  agree  with  the  total  of  the  credit  balances, 
the  auditor's  next  proceeding  will  be  to  see  that  the  revenue 
accounts  are  correctly  made  up.  I  may  mention  that  the 
revenue  accounts  are  usually  split  up  into  two  divisions,  viz : 
the  trade  account  and  the  profit  and  loss  account.  The 
former  contains  all  the  working  expenses  and  sales,  and  the 
latter  the  gross  profit  brought  from  the  former  and  the 
general  and  special  charges. 

His  first  step  will  be  to  satisfy  himself  that  all  the  items  of 
expenses  and  receipts  which  have  appeared  in  tlie  books  are 
properly  charged.  The  trial  balance  .will  assist  him  in 
seeing  that  none  are  omitted,  lie  sho.iKl  then  see  that  the 
trade  account  is  debited  with  the  proj  cr  rosorvt  s  for  bad 
debts  and  discounts,  and  also  with  the  neci-s.^tirv  depro<"iation 
on  buildings,  plant  and  machinery.  The  profit  and  loss 
account  should  bo  charged  with  the  intercut  up  to  the  date 
of  the  balance-sheet  on  all  calh^  paid  in  advance,  loans  and 
debentures,  and  with  directors'  remuneration.  Items  such 
as  goodwill  and  preliminary  expenses,  which  have  been 
treated  as  eissets  on  the  balance-sheet,  and  which  should  he 
written  off  in  periodical  instalmenti  will  also  come  to  the 
debit  of  the  profit  and  loss  account. 

An  item  wnich  may  materially  affect  the  balance  of  the 
trade  account  is  the  increase,  or  decrease,  on  the  stock  during 
the  period  covered  by  the  account i.  This  is  goncrally  shown 
by  placing  the  amount  of  stock  on  hand  at  the  commence- 
ment of  the  period,  on  the  debit  side  of  the  trade  account, 
and  the  amount  of  stock  on  hand  at  the  end  of  the  period, 
on  the  credit  side.  Sometimes  the  diiTerence  between  these 
two  amounts  only  is  shown,  appearing  either  on  the  credit 
or  debit  side  according  as  there  is  an  increase  or  decrease. 

In  speaking  of  the  stock  books  I  referred  to  the  necessity 
of  seeing  that  the  valuations  of  the  stock  are  properly  made, 
and  that  the  amounts  are  not  over  estimated. 

To  sum  up,  the  auditor's  duty  is  to  satisfy  himself  that  the 
revenue  accounts  include  everything  thaji  should  fairly  go  to 
the  debit  or  credit  of  the  years'  trading  so  that  the  balance 
of  the  profit  and  loss  account,  which  is  carried  to  the  balance 
sheet,  shall  be  absolutely  correct. 

I  may,  perhaps,  mention  that  the  form  of  the  accounts 
should  receive  the  auditor's  attention.  His  object  is  to  see 
that  the  various  items  are  grouped  in  the  most  convenient 
manner  for  showing  the  results   of   the   trading.      The 
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student  should  compare  for  himself  different  specimens  of 
trade  accounts. 

BALANCE-SHEET. 

This  important  statement  should  contain  the  remaining 
items  on  tho  trial  balance,  which  have  not  been  included  in  the 
revenue  accounts  with  the  addition  of  the  reserves  charged 
in  the  revenue  accounts,  but  not  as  yet  brought  into  the 
books.  These  items  will  make  up  the  liabilities  and  assets 
of  the  company,  the  former  appearing  to  the  debit,  the  latter 
to  the  credit,  of  the  balance-sheet.  In  the  course  of  the 
audit  all  the  items  will  have  been  separately  verified  by  the 
auditor.  His  duty  now  will  be  to  see  that  they  are  correctly 
set  forth,  and  that  the  provisions  of  the  articles  of  associa- 
tion of  the  company  referring  to  the  balance-sheet  are 
strictly  carried  out. 

It  will,  perhaps,  be  advisable  if  I  run  through  the  items  of 
the  balance-sheet  in  their  usual  order,  and  recall  to  your 
minds  the  investigation  to  which  each  has  been  sub- 
jected. 

LIABILITIES. 

The  first  item  on  the  debit  side  is  the  capital  authorised, 
and  its  division  into  shares  or  stock. 

This  should  tally  with  the  prospectus  of  the  company. 

Next  comes  the  capital  altottca  to  the  shareholders  which 
is  verified  by  the  minute  book. 

These  two  items  are  not  carried  out  into  the  total  column, 
but  appear  as  memoranda  only. 

Then  comes  tho  share  capital  paid  up  and  debentures 
issued,  which  should  agree  with  the  balances  of  the  share 
and  debenture  ledgers  respectively. 

The  loans  on  mortgage,  or  otherwise,  owing  by  the  com- 
pany. 

The  amount  dtus  to  creditors  on  open  accounts  and  on  bills 
payable. 

The«ic  items  have  been  compared  with  the  ledger  accounts 
and  bills  payable  accounts  respectively. 

Then  should  come  any  other  amounts  owing  by  the  com- 
pany, such  as  unpaid  interest^  unclaimed  dividenast  &c. 

The  reserves  set  aside  from  the  profits.  I  should  mention 
that  the  reserve  for  bad  debts  and  discounts  is  frequently, 
deducted  from  the  gross  amount  due  from  debtors,  and  will, 
therefore,  not  appear  on  the  balance-sheet. 

Lastly.  The  balance  of  the  profit  and  loss  account  showing 
the  amount  left  over  from  the  previous  balance-sheet  after 
payment  of  dividend;  to  which  is  added  the  total  of  the 
current  year's  profit.  If  any  interim  dividend  has  been  paid, 
this  is  deducted  and  the  balance  to  be  disposed  of  carried 
into  the  outer  column.  Of  course  if  a  loss  nas  been  mekde, 
it  is  deducted  from  the  balance  of  profit  left  from  the 
previous  balance-sheet;  or  should  the  loss  exceed  this 
balance,  the  difference  will,  of  course,  have  to  appear  on  the 
opposite  side  of  tho  balance-sheet. 

ASSETS. 

The  first  item  is  a  statement  of  the  capital  outlay  of  the 
company,  showing  the  net  amount  after  the  deduction  of 
sales  of  plant  and  depreciation.  Where  there  are  leases  the 
auditor  should  ascertain  that  the  proper  depreciation  is  de- 
ducted and  charged  to  revenue  account. 

The  stock-in-trade  verified  by  the  stock  books. 

Investments^  the  securities  for  which  have  been  inspected 
by  the  auditor. 

The  amount  due  from  debtors,  which  has  been  compared 
with  the  ledger  accounts.  The  net  amount  after  deduct- 
ing reserves  for  bad  debts  and  discounts  is  usually  shown. 

Tlui  anwnnt  due  from  ilie  bank,  which  has  been  tested  by 
the  bojik  pass  book,  and  confirmed  by  the  bank  authorities 
If  the  balance  is  due  to  the  bank,  it,  of  course,  appears 
among  tho  liabilities. 

'ihe  ca^h  anp  bills  in  liand  which  have  been  tested  by  the 
auditor  either  on  the  date  of  the  balance-sheet,  or  at  some 
convenient  time  during  the  audit. 

Having  now  gone  through  the  details  of  a  tolerably  oom- 
prehensive  audit,  wo  may  briefly  consider  aam*  other  datiw 
that  frequently  devolve  upon  ui  auditor^ 


As  he  is  morally  responsible  to  the  public  for  the  conect- 
ness  of  the  statements  to  which  he  has  affixed  his  signatoxe, 
he  should  have  such  a  knowledge  of  the  accounts  as  will 
enable  him  to  answer  any  questions  as  to  the  financial 
position  of  the  company. 

He  is  sometimes  called  upon  to  suggest  improvements  in 
the  system  of  bookkeeping,  or  of  conducting  the  financial 
departments,  generally.  He  should  take  copious  memoranda 
of  all  irregularities  and  inaccuracies  that  have  come  under 
his  notice  in  the  course  of  his  audit.  When  necessary  he 
should  bring  these  undei  the  notice  of  the  directors  in  the 
form  of  a  report  on  the  accounts  and  bookkeeping.  This 
report  will  furnish  him  also  with  an  opportunity  of  pointing 
out  any  weak  points  in  the  methods  of  trajisacting  the 
financial  business,  and  of  suggesting  how  such  defects  may 
be  removed. 

In  many  cases  it  is  arranged  that  the  auditor  shall  close 
the  accounts  and  write  up  the  books  to  the  date  of  the 
balance-sheet. 

It  will  be  seen,  therefore,  that  the  duties  of  auditors  an 
of  a  very  comprehensive  character.  Their  renmnsibilitici 
also  are  very  great,  and  it  is  encouraging  to  find  that  their 
importance  is  becoming  more  generally  recognised  by  the 
public. 


BIRMINGHAM  ACCOUNTANTS'  STUDENTS' 

SOCIETT. 


The  Second  Annual  Meeting  of  the  above  society  was  held 
at  the  Grand  Hotel,  on  Tuesday,  the  20th  of  May*  when  the 
President  (Mr.  Chas.  A.  Harrison)  occupied  the  chair.  The 
hon.  sec.  submitted  the  report  of  the  committee,  which  con- 
gratulated the  members  upon  the  continued  prosperity  of 
the  society,  and  the  fact  that  for  the  second  time  Uiey  had 
the  honour  of  seeing  one  of  their  number  first  on  the  U&t  of 
successful  candidates,  in  the  Final  Examination  of  the 
Institute. 

The  following  is  the  report  and  accounts : — 

On  the  completion  of  the  second  year  of  the  Society's 
existence  the  committee  congratulate  the  students  on  'it:> 
continued  prosperity,  both  as  regards  its  financial  position 
and  its  strength  (the  members  numbering  127  as  against  129 
last  year),  and  also  on  its  success  in  the  attainment  of  the 
objects  for  the  furtherance  of  which  it  was  founded  ;  more 
especially  do  they  congratulate  the  society  on  the  number 
of  its  members  who  have  passed  the  Institute  examinations 
during  the  past  year,  and  on  its  having  again  obtained,  in 
the  person  of  Mr.  F.  W.  Smyth,  the  first  place  on  the  list  of 
those  who  passed  one  of  the  final  examinations. 

Directly  after  their  election  the  committee,  in  obedience 
to  the  resolution  passed  at  the  last  annual  general  meeting, 
turned  their  attention  to  amending  the  rules,  and  the  resnl; 
of  their  labours  was  laid  before  the  members  at  a  special 
general  meeting  held  on  the  2nd  October,  1883,  when  the 
alterations  suggested  by  them  were  adopted. 

In  accordance  with  the  amended  rules  the  oonunittee  was 
enlarged,  Messrs.  Davis,  Gibson,  and  Stcurkey  kindly  consent- 
ing to  serve  until  the  election  at  the  ensuing  annual  general 
meeting. 

During  the  past  year  the  students  have  had  the  jxrivilege 
of  attending  the  following  technical  lectures  by  leading 
members  of  the  profession : — 

Autumn  Session  1888. — Inaugural  address  by  the  presi- 
dent, Mr.  Chas.  A.  Harrison,  F.C.A. ;  How  to  Open  a  Set  of 
books,  by  Air.  E.  Harold  Carter,  F.C.A. ;  Bills  of  Exchange, 
by  Mr.  Allen  Edwards,  F.C.A. ;  The  Bankruptcy  Act,  1883« 
by  Mr.  W.  T,  Smedley,  F.C.A. 

Sfbino  Session  1884. — ^The  Final  Examinations  of  the 
Institute,  by  Mr.  F.  W.  Smyth ;  Boutine  of  Audit  Work,  by 
Mr.  W»  J.  Jonef,  A«C.A.;  Trade  Aooooafti,  by  Mr*  F.  J. 
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fieathcote,  A.C.A. ;  Provisions  of  the  New  Bankruptcy  Bill, 
byMr.  G.Hill,  F.C.  A. 

The  students  were  also,  through  the  kindness  and  courtesy 
of  the  Birmingham  Law  Students'  Society,  enabled  to  attend 
a  valuable  and  interesting  lecture  on  "  Crossed  Cheques," 
by  G.  J.  Johnson,  which  cannot  fail  to  have  been  of  the 
greatest  service  to  the  large  number  of  members  who 
availed  themselves  of  the  opportunity  so  obligingly  granted 
to  them. 

The  committee  wish  to  express  their  deep  sense  of  gratitude 
to  the  gentlemen  who  have,  by  these  instructive  addresses,  so 
kindly  and  so  ably  assisted  them  in  their  endeavours  to  pro- 
mote the  usefulness  of  the  society,  as  well  as  to  those 
honorary  members,  who,  by  joining  in  the  discussions  which 
follow  the  lectures,  have  enriched  the  knowledge  of  the 
students  by  gleanings  from  varied  experiences,  which  would 
be  well  nigh  impossible  to  impart  in  any  more  formal 
manner. 

The  lectures  delivered  to  the  society  since  its  foundation 
have  appeared  in  full  in  the  Accountants'  Students'  Journal, 
the  first  number  of  which  was  published  by  Messrs.  Geo  & 
Co.  in  April,  1883,  and  which  has  succeeded  far  beyond  the 
hopes  which  were  entertained  of  it  at  its  inception  ;  so  also 
have  the  lectures  giv*»n  to  other  kindred  societies  ;  thus  the 
benefit  of  each  lecture  is  not  confined  merely  to  those 
present  at  its  delivery,  but  is  extended  to  the  entire  pro- 
fession throughout  the  kingdom.  The  committee  hope  that 
to  this  cause,  rather  than  to  diminished  interest  or  lack  of 
energy,  must  be  attributed  the  marked  decrease  in  atten- 
dance at  the  Ordinary  General  Meetings. 

Debates  have  taken  place  on  various  questions,  many  of 
which  were  taken  from  papers  set  at  Institute  Examinations ; 
but  the  committee  regret  to  report  that  in  spite  of  the 
amendment  of  [the  rules  governing  debates,  and  although 
the  secretary  and  committee  make  every  effort  to  provide 
good  subjects,  and  to  prevail  on  members  to  take  part  in  the 
discussions,  and  although  the  subjects  aroused  considerable 
interest  amongst  those  present,  yet  the  number  of  members 
attending  has  steadily  declined. 

Upwards  of  seventy  books  have  during  the  past  year  been 
added  to  the  library,  which  now  contains  about  1*10  volumes 
the  study  of  which  hsis  very  materially  aided  students  in 
their  preparation  for  the  Institute  Examinations ;  and  the 
Committee  consider  that  the  Society  may  justly  feel  proud 


of  having  in  so  short  time  amassed  so  valuable  a  collection, 
without  having  been  obliged  to  solicit  extraneous  pecuniary 
assistance.  The  number  of  volumes  issued  to  members 
during  the  year  has  been  222. 

During  the  past  Session  the  Committee,  believing  that  it 
would  be  a  considerable  benefit  to  candidates  during  self- 
preparation  to  have  afforded  to  them  an  opportunity  of  testing 
their  proficiency  in  the  various  subjects  under  their  consider- 
ation, empowered  the  Secretary  to  make  arrangements  for 
holding  a  Test  Examination  during  the  present  month.  As 
the  members  are  already  awai'e,  gentlemen  were  found  wlio 
were  willing  to  act  as  examiners  and  who  luidcrtook  not 
only  to  set  papers,  but  also  the  far  more  seriDus  labour  of 
correcting  the  answers  given,  so  that  they  might  be  returned 
to  those  students  who  had  been  examined,  who  would  thug 
be  enabled  to  judge  of  their  success  or  failure.  However, 
either  in  consequence  of  the  shortness  of  the  notice  given, 
or  because  the  students  felt  that  there  would  be  too  little 
time,  after  their  answers  had  been  returned  to  them,  to 
improve  their  knowledge  of  the  subjects  in  which  they  had 
proved  deficient  in  readiness  for  the  approaching  Institute 
Examination,  or  from  causes  of  which  the  Committee  have 
as  yet  received  no  information,  the  number  of  memberi — 
especially  of  those  who  were  about  to  enter  for  the  Institute 
Examination  in  June,  for  whose  benefit  the  project  was 
particularly  intended — who  intimated  their  willingness  to 
compete  was  so  inconsiderable  that  it  was  thought  advisable 
to  abandon  the  scheme  for  the  present ;  but  the  Committee 
hope  that  it  may  be  revived  during  the  autumn. 

The  committee  regret  to  have  to  call  the  attention  of  the 
members  to  the  fact  that  they  have  during  the  past  year 
been  deprived  of  the  services  of  some  of  their  oldest  officers, 
who,  by  their  ability  and  untiring  zeal,  have,  since  tho 
foundation  of  the  Society,  rendered  it  so  successful  that  it 
has  not  only  been  of  the  greatest  value  to  its  members,  but 
has  been  the  inauguration  of  a  movement  which  has  spread 
throughout  the  whole  Kingdom,  and  which  embracer, 
through  the  various  Students'  Societies  which  have  been 
formed,  many  hundreds  of  members,  who  will  in  a  few  years 
form  tho  backbone  of  our  profession,  which  by  its  consolida- 
tion, its  advances  in  technical  and  general  education,  and 
by  its  improvement  in  social  status,  is  rapidly  becoming  one 
of  the  most  important  in  tho  country. 


INCOME   AND  EXPENDITURE   ACCOUNT,  JUNE   Ibt,   1883,   to  APRIL  30th,   1884. 
Dr.  Cr. 


To  Hire  of  Rooms  for  ^leetings 

„  Stationery  and  Printing       

„  Incidental  Expenses  . . 
„  Balance — Income    in   excess  of    ordinary 
Expenditure  


£  8.  d. 

5  5    0 

17  5    6 

1  9  11 

58  15    7 


By  Subscriptions —  £    s.  d* 

Honorary  Members  in  Practice . .  31  10  0 
Honorar}' Members  not  in  Practice  6  16  G 
Ordinary  Members..         ..         ..  44    2    0 


£    8.  d. 


£82    IG    0 


„  Entrance  Fee 
„   Fine 


82    8  6 

0    6  0 

0    2  6 

£82    IG  0 


Dr, 


BALANCE  SHEET,  30th  APRIL,  1884. 


To  Income  and  Expenditure  Account — 

Balance  on  June  Ist,  1883     . .     £44  15    4 
Ditto  April  30th,  1884,  ai  above       58  15    7 


£    s.  d.  ,  By  Library — 


103  10  11 


£103  10  11 


^ay  9th,  1884. 


HUGH  V.  HERFORD. 

Treasurer, 


As  at  June  1st,  lBa3 
Expended  since  . . 


Cr, 

£    s.    d.    £    s.  d. 
40  13    8 
37  17    4 


Cost  to  Date 78  11    0 

„   Birmingham  and  Midland  Bank         . .         . .     24  19  11 


£103  10  11 


Examined  and  found  correct, 

T.  J.  HILL, 

Auditor, 


May  ISth,  1884. 
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A  hearty  vote  of  thanks  to  the  President,  Vice-President, 
and  officers  of  the  Society,  was  proposed  and  carried 
enthusiaHtically.  The  following  officers  were  then  elected 
for  the  ensuing  year. 

Mr.  Walter  N.  Fisher,  P.C.A. 

O.  HoltCaldicott,P.C.A. 

Robert  L.  Impcy,  P.C.A. 

Howard  S.  Smith,  P.C.A. 

J.  F.  Holding. 

H.  J.  P.  Whitakcr, 

Henry  J.  Crops, 
and  also  three  honorary  and  nine  ordinary  members  to 
form  a  Committoe  of  Management.  After  the  transaction  of 
Bome  formal  business,  the  meeting  concluded  with  a  warm 
Tote  of  thanks  to  the  Chairman.  Between  (iO  and  70 
members  then  sat  down  to  a  high  tea,  after  which  songs 
recitations  and  instrumental  solos  were  rendered  by  mem- 
bers of  the  Society,  and  a  most  enjoyable  evening  was 
spent. 

A  vote  of  thanks  to  the  Chairman  and  gentlemen  who  had 
taken  part  in  the  proceedings  brought  the  evening  to  a 
olose. 


President. 

Vice -P  res  ide  nta. 

Honorary  Treasurer. 
„  Librarian. 

Secretary. 


BRISTOL   ACCOUNTANTS'    STUDENTS' 

ASSOCIATION. 


The  annual  general  meeting  of  this  society  was  held  at 
Messrs.  Tribe,  Clarke  and  Go's  offices  on  the  28th  April, 
K.  (K  Clarke,  Esq.,  P.C.A.,  the  president,  in  the  chair,  when 
the  following  report  was  presented. 

^  **  The  committee,  in  presenting  their  first  annual  leport 
are  glad  to  be  able  to  state  that  the  society  has  received  the 
•upport  of  the  chief  firms  of  accountants  of  the  city  and 
that  there  are  at  present  21  honorary  members  and  27  ordi- 
nary members  on  the  books  of  the  society.  The  committee 
regret  that  the  attendance  at  the  ordinary  meetings  has  not 
been  so  large  as  might  have  been  expected  from  the  number 
of  members,  and  trust  that) in  future  members  will  do  their 
utmost  to  attend  in  large  numbers,  as  the  usefulness  of  the 
society  much  depends  upon  their  doing  so. 

The  inaugural  meeting  was  held  on  the  27th  September, 
1883,  at  which  Mr.  E.  O.  Clarke,  P.C.A.,  delivered  his  pre- 
sidential address.  At  succeeding  meetings  papers  were  read 
by  Mr.  A.  W.  Sully,  A.C.A.,  on  "  The  Duties  of  Auditors," 
and  Mr.  P.  A.  Jenkins,  P.C.A.,  on  '*  Trustees  and  Executors* 
Accounts,"  meetings  were  also  held  of  the  creditors  of  Mr. 
Isaac  Chizzlc,  and  the  shareholders  of  the  Avon  Paper  Com- 
pany, Limiteil. 

The  committee  arranged  for  the  delivery  of  a  course 
of  lectures  by  Mr.  H.  C.  Trapnell,  LL.B.,  on  Part- 
nership Law.  Such  lectures  as  these  are  of  great  use  to 
students  preparing  for  examination,  and  the  committee 
regret  that  the  attendances  were  not  such  as  to  warrant 
A  continuation  of  the  series  during  the  latter  part  of  the 
session,  they  trust,  however,  it  will  be  found  possible  to 
Arrange  for  a  further  course  next  session. 

As  the  members  are  aware,  it  is  in  contemplation  to  form 
a  library  in  connection  with  the  association,  the  funds 
ttt  their  disposal  have  not  however  permitted  the  committee 
to  take  any  stops  in  this  direction.  It  is  hoped,  however,' that 
by  thekind  co-openition  of  the  leading  firms  of  accountants  in 
the  city  a  fund  maybe  provided  to  form  a  nucleus  of  a  library, 
which  may  be  added  to  from  time  to  time. 

During  the  session  the  secretary,  Mr.  Bernard  Michael 
resigned  in  consequence  of  his  leaving  this  country  for 
Australia,  and  tlio  committee  would  take  this  opportunity  of 
recording  the  obligation  the  society  is  under  to  him,  for  the 
efforts  he  made  in  the  promotion  of  the  society.  They  have 
pleasure  in  rei^rting  that  Mr.  R.  C.  Pritchett  consented  to 
undertake  the  duties  of  honorary  secretary  pro.  tern. 


The  financial  statement  showed  that  £20  Ss.  had  been 
received  for  subscriptions  and  fees,  and  that  there  was  low 
a  balance  of  £5  5s.  3d.  in  the  Treasurer's  hands. 

Resolutions  were  carried,  receiving  and  accepting  tb> 
report  and  statement  of  accounts ;  re-electing  Mr.  £.  <^ 
Clarke,  P.C.A.,  as  President ;  Mr.  P.  A.  Jenkins,  F.CA^ 
as  vice  president;  Mr.  A.  J.  E.Williams,  as  auditor:  Mr. 
J.  H.  Watling  as  treasurer;  Mr.  R.  C.  C.  Pritchett  a» 
secretary,  and  that  the  following  gentlemen  should  be 
the  committee  for  the  year,  Messrs.  James  Milne,  F.C.A.. 
P.  N.  Tribe,  A.C.A.,  A.  W.Sully,  A.C.A.,  P.  W.  Baber,  E.  N 
Tribe,  W.  Grimes  and  J.  Herbert. 

A  vote  of  thanks  to  the  president  for  presiding  an.l  to 
Messrs.  Tribe  and  Co.,  for  the  use  of  the  room  tenn:!i5i:ei} 
the  meeting. 


LIVERPOOL   CHARTERED  ACCOUNTANTS 
STUDENTS'  ASSOCIATION. 


The  following  is  the  report  and  accounts  presented  to  the 
members  of  the  above  society  at  the  Annual  Meeting,  hel  1 
on  Wednesday,  the  21st  May,  1884. 

"  Your  Committee  have  now  the  plesisure  of  sabmitticg 
the  Report  and  Accounts  of  the  first  year's  working  of  the 
Association. 

Twenty-one  meetings  have  been  held,  commencing  vitk 
the  inaugural  address,  delivered  on  the  28th  February,  ISsiB. 
bv  our  esteemed  president,  A.  W.  Chalmers,  Esq.,  and  con- 
cluding with  a  lecture  on  "  Arbitrations  and  Awaivls  "  by  F. 
E.  Dodd,  Esq.,  barrister-at-law.  The  following  is  a  list  of  the 
lectures,  Ac,  that  have  been  delivered : — 

Presidential  Address,  by  A.  W.  Chalmers,  P.C.A. ;  "  Arb: 
tration,"  by  Astrup  Cariss, P.C.A. ;  "Bankruptcy,"  by  T.  H 
Sheen,  P.C.A. ;  "  The  Relations  between  Accoantants  anJ 
their  Clients,"  by  George  Banner,  P.C.A. ;  "  Balance  Sheet-" 
by  W.  L.  Jackson,  A.C.A. ;  Opening  Address,  J.  S.  Harmool 
Banner,  P.C.A.;  "  Insurances  -  Pire,  Life,  and  Marine/" 
Stanley  A.  Latham,"  **  Partnership,"  P.  E.  Dodd,  (Barri<t^ 
at  Law,) ;  "  Executorship  and  Trust  Accounts,*'  J.  MerreU 
Wade,  P.C.A. ; "  Executorships,"  (3  lectures),  W.  J.  Sparrow. 
Barrister  at  Law ;  "  Limited  Liability,"  by  D.  L.  Chalmers 
A.C.A. ;  "  Arbitrations  and  Awards,"  P.  E.  Dodd,  Barrister&t 
Law. 

In  addition,  interesting  and  instructive  papers  have  be^ 
read  by  several  ordinary  members,  answering  the  questions 
set  at  the  examinations  of  the  Institute  ;  and  on  the  31-4 
October,  1883,  a  mock  shareholders  meeting  was  held,  which 
proved  to  be  one  of  the  most  successful  items  of  the  session. 

The  number  of  members  on  the  roll,  on  the  dOth  April 
last,  was  41  honorary  and  66  ordinary  members,  showing  s 
total  of  107. 

The  best  thanks  of  the  association  are  due  to  the  com- 
mittee of  Incorporated  Society  of  Liverpool  Accountants 
for  the  action  which  they  took  in  the  formation  of  the 
library.  They  having  very  kindly  placed  £100  at  the  dispell 
of  a  joint  committee  with  a  limited  guarantee  of  annual 
expenses.  It  is  to  be  hoped  that  students  will  very  fallj 
avail  themselves  of  the  privileges  open  to  them  by  thss 
means. 

In  reviewing  the  progress  of  the  association  during  the 
fourteen  months  that  have  passed  since  its  inaugaration  cai 
the  28th  Pobruary,  1883,  the  committee  have  to  draw  tht 
attention  of  the  members  to  the  inadequate  support  whi^h 
it  has  received  during  that  period. 

Turning  to  the  syllabus  it  will  be  seen  that  out  of  11 
meetings,  two  have  been  opening  addresses,  and  twelve  have 
been  appropriated  to  lectures.  Out  of  these  latter  five  have 
been  delivered  by  barristers, — and  here  we  must  express  cur 
great  indebtedness  to  Prank  E.  Dodd  Esq.,  for  the  two 
Lectures  gratuitously  prepared  by  him— one  by  a  student. 
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and  six,  the  remainder,  by  Chartered  Accountants. 

With  a  total  of  41  honorary  members  your  committee  only 
obtained,  with  great  trouble,  six  lectures ;  and,  unfortunately 
this  is  not  the  only  discouragement  which  has  been  encoun- 
tered. In  the  course  which  has  been  gone  through,  the 
subjects  under  discussion  of  ten  involved  questions  of  practice 
Ac. :  tbe  elucidation  of  these,  without  exception,  has  fallen 
to  the  unsupported  lot  of  our  most  indefatigable  president, 
who  night  after  night,  session  after  session,  has  been  almost 
the  only  senior  member,  unselfishly  gracing  our  lecture  room 
with  his  presence.  Thus  practically,  except  for  about  six 
gentlemen,  the  association  has  been  intellectually  selfsupport- 
ing.  But  yourcommittee  areof  opinion  that  the  students  them- 
selves do  not  fully  realise  their  own  position  as  members.  Not 
one  proposition,  as  to  lectures,  debates,  or  suggestions  as  to  the 
working  of  the  association,  has  been  received  during  this,  the 
most  momentous  penod,  in  the  life  of  any  kindred  society. 
If  valuable  work  is  to  bo  done :  Nay,  even  more !  If  the 
Society  is  to  continue — for  .before  long,  with  the  lukewarm 
support  it  is  at  present  receiving,  it  will  certainly  have  to 
<;ome  to  this  question — members  must  devote  more  energy 
in  helping  the  committee  to  attain  to  the  ends  for  which  the 
association  was  formed. 

It  is  needless  here  to  enlarge  specifically  as  to  the  duties 
•of  individual  members,  but  the  success  which  has  attended 
the  Birmingham  and  Manchester  Societies,  with  large  average 
of  students,  and  seldom  less  than  8  or  10  chartered  account- 
ants attending,  ought  to  make  each  one  bestir  himself  to  do 
his  part  towards  making  the  Liverpool  Chartered  Account- 
ants' St.idents'  Association  that  conspicuous  success  which 
in  this  important  centre  it  ought  to  be. 

Referring  to  the  work  which  has  been  performed,  your 
committee  feel  satisfied  that  the  members  will  admit  that, 
though  in  number  lim'ted,  practical  lectures  have  been 
delivered,  and  discussions  held  in  lines  which  cannot  fail  if 
only  considerably  extended,  to  enable  students  to  pass  their 
examinations  in  honours ;  and,  although  at  present  we  are 


unable  to  provide  a  prize  fund  similar  to  those  at  Binning- 
ham  and  Manchester,  still  in  the  near  future,  among  other 
proposed  advantages,  such  a  thing  may  be  more  than  a  mere 
possibility. 

At  the  annual  meeting  the  election  of  officers  for  tbe 
ensuing  year  will  take  place. 

Members  are  at  liberty  to  propose  any  member  as  an 
officer. 

You  will  be  asked  to  consider,  and,  if  desirable,  adopt  the 
following  alterations  in  the  rules  as  recommended  by  the 
committee.  Any  further  alterations  may  be  suggested  at  the 
meeting : 

Rule  2. — The  objects  of  the  association  shall  be — 

(a) — The  advancement  of  its  members  in  the  know- 
ledge and  study  of  accountancy. 

(b) — The  protection  and  promotion  of  the  general 
interests  of  Chartered  Accountants*  Students'  and  the  pro- 
fession of  Chartered  Accountancy. 

(c) — The  cultivation  of  the  art  of  public  speaking. 

Rule  3. — Eliminate  clause  (c). 

Rule  5. — Add  "  Any  member  may  introduce  a  stranger  at 
any  meeting  of  the  association.  The  member  shall,  upon 
such  introduction,  give  to  the  secretary,  in  writing,  the  name 
of  such  stranger,  who  may,  on  the  invitation  of  the  chairman, 
join  in  the  debate,  but  shall  not  be  entitled  to  vote.*' 

Rule  8. — Alter  **  The  management  of  the  Association  shall 
be  vested  in  a  committee,  to  consist  of  the  treasurer,  secre- 
tary, and  twelve  other  members  (three  of  whom  may  be 
honorary  members),  Ac. 

If  any  member  of  the  committee  shall  absent  himself 
from  three  successive  committee  meetings  without  assigning 
a  reason,  satisfactory  to  the  committee  for  his  absenoe  his 
office  shall  thereupon  be  vacated. 

Rule  13. — Proposed  alteration  for  day  and  time  of 
meeting. 

The  following  is  the  Balance  Sheet  referred  to  above. 
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IN  ACCOUNT  WITH  THE  HONORARY -TREASURER. 
Dr.  30th  Apnl,  1884.  Cr. 


To   EXPKNSKS — 


£.    s.    d. 


£.     s.    d. 


tf 
»» 
tf 

»f 
«» 
ft 

t» 
tt 


Subscription  to  '*  Ijaw 
Times  " 

Do.  *'  Accountant " 

Advertising  Meetings  . . 

Liverpool  Law  Associa- 
tion, for  use  of  Room 

Reading  Stand 

Printing  &  Stationery. .     26    17 

W.  J.  Sparrow,  for 
Course  of  Lectures  . . 

Postages  and  Petty  Ex- 
penses 

Balance   carried     down 


2 

14 

0 

1 

4 

0 

2 

16 

0 

6 

1 

0 

1 

1 

0 

16 

17 

6 

5 

5 

0 

7 

12 

3 

53    10    9 
18      4    5 

£71     15  2 


Br^UBSCRDPTioirs,  Ac. — 

£.  s.  d. 

66  Ordinary  Members  at  10/6  34  13  0 

Less  3  unpaid       1  11  6 


10  Honorary  Members  at  10/6 
81        Do.  do.  at  21/- 

„  Entrance  Fees       

„  Bank  Interest        


£    s.    d. 


33    1  6 

5    5  0 

32  11  0 

0  10  0 

0    7  8 


1884. 
May  Ist. — ^By  Balance  brought  down 


£71     15    2 


..     18    4    5 


Audited  and  found  correct, 

Jno.  Chas.  Stead,  Junr.)  a^.j:*^^. 
Abthub  L.  Mobison,     ]^**^'^^^** 


T.  D,  Oakshott, 

Hon.  Treasurer 
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CHARTERED    ACCOUNTANTS'    STUDENTS' 
SOCIETY  OF   LONDON. 


MERCHANTS'    ACCOUNTS. 


By  J.  C.  Bolton,  F.C.A. 


At  a  meeting  of  the  above  Society,  held  on  the  6th  inst., 
with  Mr.  G.  Van  de  Linde  in  the  chair,  the  following  paper 
was  read  by  Mr.  J.  C.  Bolton,  F.C.A. 

Mr.  Bolton,  on  rising,  said  : — 

Before  entering  upon  the  subject  of  my  address >  it  seems 
light  to  say,  that  I  am  not  hero  this  afternoon,  through  any 
ftot  of  my  own,  but  at  the  request  of  the  secretary  of  this 
association,  and  on  the  assurance  that  for  this  course  he 
could  not  obtain  the  co-operation  of  men  of  greater  ex- 
perience, wider  influence,  and  perhaps,  of  more  years  than 
myself.  And  further,  to  remark  that  I  liave  for  so  many 
years  accustomed  myself  to  speak  with,  at  the  most,  the 
neads  of  the  subjects  to  which  I  desired  to  refer,  that  I  feel 
myself  somewhat  fettered  by  having  to  reduce  my  romarks 
to  writing  instead  of  delivering  an  extemporaneous  address. 
But,  as  I  see  that  those  who  have  preceded  mo  in  this  place 
have  read  papers,  I  could  not  but  follow  in  the  steps  of  those 
who  have  shown  mo  the  way.  And  once  more  I  would  use  a 
prefatory  word,  and  to  this  effect :  that  I  liave  no  new  theory 
of  accountancy  to  bring  before  you,  but  only  as  far  as  may 
bo  to  throw  some  light  upon  merchants'  complicated 
ftccounts.  I  say  accountancy  advisedly,  because  we  cannot 
be  able  and  useful  auditors  unless  we  are  accomplished 
accountants. 

These  last  words  will  reveal  that  the  keynote  of  my 
address  is  "  Thoroughness."  In  my  opinion,  when  you  have 
learned  the  branch  of  accountancy,  with  which  I  have  to 
deal  to  day,  there  will  be  nothing  left  in  the  way  of  auditing 
lor  you  to  acquire.  There  will  be  no  need  of  any  assistance 
from  merchant  or  confidential  clerk. 

Entering  any  stranger's  office,  the  books  beisg  fairly  well 
kept,  you  will  at  once  be  able  to  make  an  exhaustive  audit 
of  his  accounts,  and,  if  required,  write  up  and  complete  his 
books  to  any  given  date. 

The  accounts  I  had  in  my  mind  when  undertaking  to 
ivddress  you,  were  those  of  a  merchant  trading  to  many 
places  in  various  parts  of  the  world,  both  exporting  and 
importing,  probably  on  joint  account  as  well  as  personal, 
and  of  necessity  receiving  accounts  in  several  foreign  cur- 
rencies, the  exchange  moving  up  and  down,  the  respective 
coinages  being  of  uncertain  value — not  standard  as  our 
sovereigns  and.  half -sovereigns  still  are,  and  long  may  they 
remain  so.  1  have  said  tiie  excliange  moving  up  and  down, 
but  unfortunately  of  late  years  there  has  been  no  fair  upward 
movement,  for  the  Indian  rupee,  par  value  28.,  which  used 
always  to  command  a  premium,  nas  been  at  a  discount  of 
nearly  20  per  cent.  The  Chinese  dollar,  par  is.  2d.,  which 
was  formerly  worth  48.  Gd.,  and  the  North  Chinese  tael,  par 
60.,  have  both  gone  down  to,  and  have  remained  for  years  at 
a  heavy  discount. 

Let  us  take  up  the  books  of  a  merchant  in  what  was 
probably  the  formation  and  growth  of  his  business.  He  has 
somehow  become  known  to  a  firm,  or  firms  abroad,  as  an 
able  and  upright  man  of  business,  and  when  he  starts  on  his 
own  account,  he  receives  some  indents  for  goods,  to  be  pur- 
chased here  and  shipped  outwards.  It  is  his  duty  to  buy  on 
the  best  terms  for  his  foreign  clients,  giving  them  every 
trade  and  cash  discount  allowed  by  the  manufacturers, 
whose  invoices  become  the  first  items  in  the  account, 
followed  by  a  reasonable  charge,  leaving  a  profit,  for  fire  in- 
surance, if  same  be  not  covered  by  Dock  Company's  charges, 
AOstoms  entry — all  profit — dock  and  shippmg  charges  and 


railway  fares,  the  profit  being  the  shipping  charges,  freight, 
the  profit  being  the  half  primage. — Primage  is,  as  a  rule  10  per 
cent,  on  freights  of  steamers,  and  5  per  cent,  on  sailing  vessel. 
Marine  Insurance,  the  profit  being  15  per  cent.,  if  done  at 
an  ofiice,  or  if  through  a  broker  at  Lloyds,  10  per  cent,  dis- 
count on  premium  alter  deducting  broker's  5  per  cent, 
and  such  portion  of  the  latter  as  may  be  squeezed  out  of 
him. — In  old  days  brokers  never  dreamed  of  giving  up  cut 
of  their  5  per  cent,  brokerage.  But,  competition  brouiu'-t 
division,  and  now  often  the  broker  has  to  give  up  the  lion's 
share.  These  percentages  must  bo  carefully  ascerti*ined  fur 
a  close  audit. 

Then  a  reasonable  charge  to  cover  postages,  bill  stamps. 
and  petty  expenses,  and  lastly  the  merchant's  coniDii-i.sion. 
or  the  total  of  his  invoice  (goods  and  charges) :  said  com- 
mission being  more  often  2^  per  cent,  but  occasionally  8  per 
cent.  If  no  credit  has  been  opened  at  a  bank  here  to  cover 
same,  then  the  merchant  draws  on  his  client  at  10,  3(>,  or  «*iO 
days'  sight,  according  to  the  custom  of  the  i)ort,  at  the  ex- 
change of  the  day.  Take  as  an  instance,  an  Kast  In«i.an 
Shipment.  Say  the  total  invoice,  goodJs,  charges,  aiid 
commission  amounts  in  all  to  £1,000,  the  rupees  to  be  drav.x 
for,  would,  if  at  par,  be  10,000  rupees,  but  as  they  are  cer- 
tainly not  worth  more  than  Is.  8d.,  the  draft  on  eci:>i'ji.«  v 
would  be  for  12,000  rupees.  In  my  experience  you  will  fir  I 
these  invoices  perfect  only  in  the  press  copy  books,  but  uu- 
day  book  entry,  should  bo  compared  therewith  for  ino>i  of 
ho  charges,  to  see  there  have  been  no  omissioiLs.  Any 
overcharges  are  sure  to  be  found  out  by  the  consignee.  Tne 
Merchandise  balance  in  the  ledger  should  agree  tn  the 
penny,  with  manufacturer's  accounts  unpaid.  Freight  ju:l 
insurance  accounts  will  only  agree  by  correct  transfer^,  re- 
primage  and  discounts  respectively.  The  balanceK  sho.:ld 
exactly  show  freights  and  insurance  premium  unjiaid.  T.x 
bill  being  duly  accepted  and  paid,  the  bank  here  woulil.  m 
due  course,  receive  advice  thereof  for  their  Indian  l.«rajici:. 
and  at  once  pav  over  proceeds,  i.e.,  sterling  total  of  ixivo;.r-. 
to  merchant,  closing  the  transaction. 

Then  as  time  passes  by  and  the  status  arid  repute  of  t'r* 
merchant  becomes  higher,  he  will  probably  receive  o5cr> 
from  manufacturers  to  ship  on  joint  account  or  speculaticn. 
and  if  there  be  a  reasonable  prospect  of  profit,  that  is  <]cn.. 
I  have  known — in  former  years — shipments  in  agricultunl 
implements  to  New  Zealand,  attended  with  highly  satisfsc- 
tory  results.  Then  a  pro  forma  invoice  is  sent  out  to  ^\hy^ 
what  the  goods  cost  the  shippers,  all  charges  included,  i*: 
the  guidauce  of  the  consignee.  It  now  becomes  the  dnir  U 
the  consignee  to  realize  to  the  best  advantage  of  the  mer- 
chant (and  sub  rosa  his  joint  Adventurer),  and  vhen  he  hdk& 
done  so,  ho  sends  home  an  account-sales  charging  Luipc>rt 
duty,  landmg  and  charges,  fire  insurance,  warehouse  rcn\, 
and  his  commission,  showing  a  certain  balance  for  whicb 
he  encloses  a  bank  bill,  probably  at  throe  months  sight  or 
longer. 

In  all  human  probability  no  long  time  elapses  after  a 
merchant  has  e.stablished  a  business  here,  before  be  receivt^ 
consignments.  Ostrich  featbers  from  the  Cape,  tea,  indi^. 
or  hides,  from  India,  tea  or  silk  from  China,  wool  tixic 
Australia,  New  Zealand,  and  such  like,  and  for  all,  there  ar 
the  proper  Mincing  Lane  brokers,  with  whom  to  arrange  Uta 
sales.  In  case  of  drafts  on  account,  being  drawn  against  such 
consignments,  the  brokers  will  always,  in  case  of  n<;<*d,  ma^e 
advances  at  low  rates  of  interest  to  provide  funds  to  m.W* 
such  drafts. 

These  are  the  simpler  forms  of  merchant's  a^count*^ 
and  I  may  add  in  coimcxion  with  invoices,  that  persciu 
accounts  in  a  sub-ledger  are  soon  necessary  for  th^ 
manufacturers,  but  only  a  moderate  amount  of  care  and  attcc- 
tion  is  required  to  make  sure  that  all  receipts  and  paymeLid* 
either  through  petty  cash  or  bank  account,  arc  proper> 
posted.  If  no  advance  is  made  on  invoice  by  banker  hc% 
then  the  draft  of  course  goes  at  ouqo  to  debit  of  bills  iei^>- 
able,  but  if  the  bank  here  makes '  such  advance,  as  is  eoc- 
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monly  the  case,  up  to  75  or  80  per  cent.,  then  the  bUl  should 
go  to  that  bank's  debit,  and  the  cash  received  to  credit,  and 
when  settlement  is  made  and  the  balance  be  received,  a 


credit  will  bo  required  on  *  interest  *  account  to  adjust.  I 
have  prepared  a  journal  entry  of  sundries  Dr.  to  sundry  for 
a  number  of  such  shipments,  which  are  as  follows  : — 


SUNDRY   DR.    TO    SUNDRY 
Inyoicbs  of  Goods  shipped  DuniNO  Mat,  1884. 


Total. 

Ledger 
foUo. 

je  8.  d. 

109  18    S 

56    8    a 

973  16  10 

27  19  11 

120  16    6 

98  16    0 

843    9  10 

962  19    7 

109  18    8 

1206    8    6 

131    8    6 

175  11    a 

Consignee. 


Brown  A  Co. 
Dswaon  A  Sons 
Fisher  Bros. 
Hudson  A  Co. 
King 

Morris  ft  Co. 
Orchard  BroeJk 
Price 

Smith  A  Co. 
Travers 

Walker  V 

York  ft  Co.         ZZ 


Goods. 


A  Hardware 
C        Do. 
R  Sandries 
GlSleepers 
IJ I  Earthenware 
LiElectro  Plate 
Co.!  Hardware 


Ship. 


Press 
Invce. 
Book 
folio 


NQ 


Bar  Iron 


R.Permanent  Way 
U  Bar  Iron 
Sandries 
Do. 


Qlenlyon 
■Indus 
Indus 
Kenmnre 
Asia 
Africa 

Duke  of  Argyll 
Carmarthen- 
shire 
Waitani 
Ocean  King 
Curlew 
Paramatta 


1 
7 
9 
11 
8 
8 

a 

10 

4 

12 

6 

6 


Mchdise. 


£ 

100 
60 

250 
85 

110 
90 

815 

240 


s.  d. 

0    U 

0 

0 

0 

0 

0 

0 

0 


Fire 
Insrce. 


Charges 

Cstm 

Entry 

Dockft 

Shippng 

Charges 


£ 

0 

OiO 

00 


100  0  0 

115  0  0 

L20  0  0 

160  0  0 


B. 

2 
1 
0 
1 
2 
2 
6 
6 


d- 

0 

0 

0 

0 

6 

0 

0 

0 


>)  a  0 

L  1  0 

0  3  6 

0  8  0 


£   s.    d. 

10    0 
0  10 

a  10 

0  10 

1  6 
0  10 
8    0 

a  10 


Freight- 


10    0 


Marine 
Insurance 


£    s.  d- 
4  10    0 

a  10 

11  6 
1  5 
6  0 
4  10 

12  10 

10  15    Oi 

I 


£  a.  d.£  s.  d. 
10    8   0    7    6 


Postgs- 

Bill 
Stmps. 
ftptties 


010  8 

a  10  9 

0    6  8 

19  6 

0  18  8 

8    4  0 

3    8  9 


0    6  0 

0  13  6 

0    6  0 

0    7  6 

0    7  6 

0  13  6 

0  13  6 


Comma. 


£  B.  d. 
318  6 
1  6  11 
6  18  7 
0  18 
a  19 
8  8 
8  17 
6    8 


318    6 


4  10  0     108076 

10    0    0   89  10  0,  11    6    0  i2    2    o!  38    9    6 

100     56  0'    146  10    76     840 

1  10    0,    7  10  Oj    1  18    6  ,0  10    01    4    6    8 


To  Merchandise 

To  Fire  Insurance 

To  Charges 

To  Freight 

To  Marine  Insuranoe 

To  Postages,  fto. 

To  Commission 


£    8.  d. 

•  •                                 i 

9675    0    0 

, . 

318    0 

•  •                            1 

85    6    0 

•  •                                  « 

109    0    0 

•  •                                  < 

87    8    8 

• 

•                                  < 

6  17    0 

a  •                             I 

71  18    8 

In  all  these  cases,  t.«.,  outward  shipments  on  invoice,  or  on 
consignment  or  homewaird  shipments  on  consignment,  I  have 
spoken  of  each  transaction  being  closed  by  drafts  in  favour 
of  or  against  the  merchants.  After  a  short  time,  by  the 
establishment  of  mutual  confidence,  this  system  with  some 
clients  comes  to  an  end,  and  is  superseded  by  *  an  account 
current,'  whereby  the  merchant  here,  virtually  becomes  the 
banker  of  his  foreign  agent.  This  involves  the  necessity  of 
double  columns,  besides  those  for  short  castings.  The  extra 
colunm  contains  the  interest  on  either  side,  charged  and 
allowed,  according  to  the  due  dates  of  the  various  items. 
Bills  receivable  or  payable  being  chargeable  therewith  only 
from  the  due  dates.  Such  amounts  are  mostly  half-yearly, 
and  if  maturity  of  bills  extend  beyond  the  dates  up  to  which 
such  accounts  are  made,  then  the  interest  re  such  items 
^ould  be  entered  in  red,  and  would  reduce  the  total  interest 
on  that  side. 

The  merchant  would  chari^e  a  commission  on  the 
turnover  as  agreed,  and  postages  m  addition  to  those  on  the 
invoice  items,  which  would  form  debits  in  such  account 
against  the  foreign  house,  and  which  as  well  as  balance  of 
interest,  would  of  course  be  adjusted  by  journal  entries.  But 
if  the  merchant  was  shipping  on  his  own  account,  then  the 
foreign  house  would  become  the  head,  and  the  above  opera- 
tions would  all  be  reversed.  The  merchant  would  be  chaiged 
-with  commission,  postages.  Ac,  and  instead  of  the  account 
being  made  out,  in  £  s.  d.,  as  the  merdumt  makes  out  and 
renders  his  accounts,  the  accounts  would  come  home  made 
out  in  the  nominal  currency  of  the  place,  and  as  bills  on 
account  were  sent  home,  from  time  to  time,  immediately  an 
entry  would  have  to  be  made,  debiting  'discount  and 
interest '  and  crediting  foreign  house  to  adjust.  As  in  such 
accounts : 

1,000  rupees  would  always  be  equal  to  e.  2/-  £100    0    0 
1,000  dollars  do.  do.      o.4/2£206    6    8 

1.000  taels  do.  do.     c.  6/-£d00    0    0 

Whereas  in  remitting  1,000  rupees,  c.  1/7|  would  only  send 
home  £81  58.,  1,000  dollars,  c.  S/8  only  £183  6s.  8d,  and  1,000 
taels  c.  5/-  only  £250,  the  respective  losses  by  exchange 
being  £18  15s„  £29,  and  £50.  The  accounts  for  goods  sold 
on  conftignment  account,  either  outwards  or  homewards,  are 


always  called '  accounts  sales,*  and  as  in  invoices  it  will 
often  be  found,  that  for  those  sent  out,  the  most  perfect  will 
be  the  copies  in  the  press  copy  books,  while  of  course,  for 
homeward  ones,  the  agent's  *  account  sales,'  as  an  isolated 
transaction,  or  as  vouchers  to  his  account  current,  will  be 
the  originals  signed  by  such  agent,  and  for  accounts  sales,  if 
many,  a  journal  entry  of  sundries  Dr.  to  sundry  creditors,  on 
the  same  principle  as  that  for  invoices,  would  be  found  suit- 
able, economic  m  time,  and  valuable  for  reference  as  show- 
ing progress  of  business  by  its  tabular  character.  The 
accounts  current  should  be  posted  away  in  a  guard  book, 
and  should  be  immediately  journalised  so  as  to  see  that  the 
ledger  and  agents'  accounts  agree,  whereby  errors  or  over- 
charges are  at  once  discovered,  advised  and  adjusted.  The 
accounts  current  sent  out  are  always  press  copied, 
and  frequently  fair  copied  into  books  for  agents, 
but  for  the  latter  there  should  not  be  a  grave 
necessity  as  the  account  would  be  a  transcript  of  the  ledger. 
As  a  rule,  and  if  there  be  any  items  therein  not  yet  charge- 
able the  business  connected  with  them  being  incomplete 
then  a  memorandum  should  be  made  of  such  and  fastened 
into  ledger,  to  reconcile  ledger  and  account  current  balances. 
The  books  which  I  have  directly  or  inferentially  alluded  to 
are  the  ledger,  journal,  cash  book,  day  book,  invoice  press 
copies,  outwara  account  sales  press  copies,  and  homeward 
account  sales  in  a  guard  book,  also  homeward  accountf 
current  in  guard  books,  separately  for  each  agent  and  out- 
ward accounts  current  press  copy  book,  and  manufacturers 
personal  account  book  or  sub-ledger.  Of  the  day  book  it  is 
perhaps  as  well  to  say  that  on  the  day  any  transaction  it 
commenced  a  new  opening  should  be  niade,  and  that  day  by 
day  every  expense  incurred  for  any  open  business,  invoices 
account  sales,  should  be  recorded  there  against  tiie  proper 
opening.  As  business  increases  two  other  minor  books  at 
least  are  advisable  or  necessary.  One  for  freights  showing  groea 
amount  as  charged  in  invoice,  &c.,  and  net  amount  paid,  with 
third  cash  column  for  commission.  (Primage).  The  other  for 
marine  insurance,  the  same  three  cash  columns  will  be  required 
for  premiums ;  gross  as  charged  to  client,  nett  as  paid  to 
insurance  company  or  broker-*«nd  for  oommission,  ij$., 
discount  and  brokerage.    It  will  probably  follow  that  Iha 
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wide-spread  ramifications  of  the  business  will  make  it  desira- 
ble  to  have   dealings  with  more  ofSces  than  one,  or  both 
offices  and  brokers  (in  either  case  their  accounts  being 
monthly)  and  then  the  insurance  book  should  have  columns  for 
each  firm,  so  as  to  be  able  to  check  their  several  accounts 
without  difficulty,  and  to  shew  to  merchants  at  a  glance  in 
what  way  they  are  dividing  their  assurances.    The  columns 
might  run:  1,  Name  of  Consignee;  2,  port;  3,  vessel;  4, 
amount  covered  ;  5,  rate  per  cent. ;  6,  gross  premium,  includ- 
ing policy  duty :  7,  commission,  (discount  brokerage)  and 
then  as  many  columns  as  there  are  brokers  or  companies. 
The  castings  of  these  and  commissions  make  up  the  gross 
premiums.    Nearly  all  goods  sent  here  for  sale  are  now 
insured  abroad  as  local  companies  give  such  great  facilities 
to  their  own  shareholders  especially,  and  in  some  cases  to 
outsiders  also.    If  the  monies  insured  thereunder  are  payable 
here,  then  the  policies  require  to  be  stamped  within  a  given 
period  after  arrival  of  policy  to  make  them  legal  tender  here 
in  case  of  claims  arising  thereunder.    When  claims  arise  on 
policies  effected  by  merchants  if  they  are  under  companies 
policies  effected  by  merchants,  he  gets  cheques  in  full,  but 
if  they  have  been  done  at  Lloyds,  through  brokers,  then 
brokers  have  to  collect  their  usual  charge,  being  ope  per 
cent.      In  my  opinion    that    merchant    is    prudent    who 
multiplies  his  sub-ledgers,  which  may  be  open  to  many 
clerks.   For  instance,  the  manufacturers  ledger,  to  which  the 
buyer  for  the  merchant  will  constantly  be  referring,  to  check 
prices  of  goods  ordered  with  former  invoices,  to  settle  of 
whom  such  ^oods  are  to  be  purchased,  and  it  qiay  be  now 
and  again  with  respect  to  shipments  not  having  been  up  to 
■ample,  or  damaged,  or  badly  packed,  in  which  case  it  would 
be  necessary  to  ascertain  if  goods  were  sent  direct  to  ship, 
or  to  the  merchant's  packers  to  be  made  up  with  other  goods 
for  same  client — to  which  also  the  cashier,  petty  cashier 
would  both  require  to  refer  to  check  statements  for  payment 
and  to  settle  cash  discounts  which  vary  considerably,  are 
not  always  stated  on  invoice,  and  which  are  only  allowed  in 
full,  on  condition  of  accounts  being  paid  on  or  before  the 
fixed  due  date.    In  such  cases,  where  manufacturers  have 
a  monopoly,  they  cancel  the  discount  altogether,  but  very 
often  the  discount  is  allowed,  but  interest  at  5  per  cent  per 
jtnnnm  is  charged  from  date  of  invoice.     The  Marine  Insur- 
ance book  would  have  to  be  0}>en  to  the  clerk  who  attended 
to  that  matter,  as  well  as  to  the  cashiers  and  the  freight 
book  to  the  shipping  clerk  and  cashiers.    Thus  the  principal 
ledger  would  come  to  be  a  ledger  of  leading  accounts  only, 
and  might  well  be  under  lock  and  key,  to  which  only  the 
merchant  would  have  access,  and  his  chief  clerk  who  had 
Bole  charge  thereof,  or  still  better  be  kept  by  the  honourable 
firm    of    Chartered    Accountants,    who     drew     out     his 
balance  sheets  fiom  half-year  to  half-year.    I  trust  I  have 
now,  to  some  extent  at  least,  made  you  acquainted  with  the 
nature  of  the  work  to  be  done  in  a  **  Foreign  "  merchant's 
office,  and  of  the  books  that  he  will  find  necessary,  in  order 
to  carry  on  his  widely  spread  business,  and  if  you  have  fol- 
lowed my  remarks  upon  those  books,  you  will  be  led  to  the 
conclusion  that  having.completely  mastered  the  use  of  them 
the  question  of  **  Audit "  per  se  becomes  a  very  simple  and 
easy  business,  provided  that  the  accounts  are  fairly  and 
ooirectly  kept.  As  to  how  deep  the  audit  is  to  go  is  a  matter 
of  arrangement,  and  may  be  of  necessity  much  more  search- 
ing in  some  cases  than  others.    Where  a  merchant  has  no 
partner,  he  can  make  it  as  superficial  as  he  pleases,  but 
where  there  are  two  partners  or  more,  the  audit  should  be 
■nffioiently  thorough  for  one  to  feel  that  the  balance  sheet 
ma^  be  signed  with  safety,  without  fear  of  anything  un- 
satufactory  turning  up  at  a  future  day.     I  strongly  advise 
yon,  when  principals,  still  to  check  all  ledger  balances  your- 
selyes.    Some  years  ago  a  public  accountant  was  released 
from  an  engagement  by  a  firm  of  merchants,  after  he  had 
Bent  in  his  signed  balance  sheet,  and  six  months  later  he 
waa  sniprised  to  have  a  letter  from  the  same  firm  inviting 
to  call.    H«  might  have  been  gratified  but  for  two  or 


three  reasons.    His  convenience  was  not  consulted.    Th? 
next  day  was  named,  and  a  precise  hour  fixed.    The  toes 
was  not  hearty  or  genial,  and  there  was  an  ugly  phr^-e 
introduced  to  explain  an  entry  in  his  last  balance  sheet.  He 
thought  it  prudent  to  keep  that  appointment.    There  was  & 
little  gathering  ready  to  receive  him.    No  time  was  lost 
He  was  pointed  to    an    item    in    his    balance    sheet.   1 
personal    account — balance  a  few  hundreMls,   and  invitei 
to    show    the    onlookers     that    account    in     the    leJgei. 
He  had  not  called  over  the  ledger  balances  before  signmg. 
He  had  trusted  to  a  clerk  who  was  under  notice  to  leave,  anc , 
I  believe  my  memory  serves  me  rightly  in  saying,  it  was  the 
last  work  for  that  accountant.     Whether  from  illwiii  or 
because  he  could  not  adjust  books  that    had  ^  not   beei 
balanced  by  the  merchant,  it  is  certain  that  he   invented  a 
balance  by  the  insertion  of  an  item  for  which  there  was  k 
ledger  account.      The  books  were  wrong  by  so  much.   I 
mention  this  because  that  was  a  discredit  to  our  profes^i'ii, 
and  the  case  is  I  trust  unique.    But  it  shadows  bou  as. 
error  of  policy  as  well  as  of  account.  The  chartered  acco ar.- 
ant  should  be  the  trusted  confidential  business  friend  of  :he 
merchant,  which  can  hardly  be  if  an  audit  is  left  entirely  a 
the  hands  of  clerks.    There  are  matters  which  principals 
should  settle  with  principals  and  from  my   experience: 
cannot  see  how  right  can  be  done  in  any  other  way.    Taike 
for  instance  the  question  of  bad  and  doubtful  debts.  It  hut 
well  be  that  bad  debts  could  be  easily  spoken  to  by  tbt 
merchant's  chief  clerk,  but  what  reserve  should  be  made  k: 
doubtful  debts  might  be  quite  beyond  him.     He  might  be 
interested,  as  for  increased  salary,  or  by  commission  on  pr> 
fits,or  bonus  in  having  as  favourable  accounts  as  possible  ps^- 
sented  and  his  wishes  might  unintentionally  influence  hrz 
in  taking  a  far  more  sanguine  view  of  dividends  on  l^ 
debts,  or  of  the  perfect  safety  of  doubtful  debts  than  eircuiL- 
stances  justified.    Then  there  might  be  matters  connected 
with  *  shipments  still  on  hand '  or  some  of  the  foreign  cAeLii 
known  only  to  the  merchant  himself,  and  a  confidential  cb^; 
on  the  trial  balance  between  chartered    accountant  and 
merchant  might  lead  to  prudent  reservos  being  made  of  ii- 
estimable  benefit  to  the  latter. 

I  feel  that  in  many  of  these  remarks  1  have  lookoo  f::- 
ward,  years  forward,  to  the  time  when  some  of  you  will  l* 
filling  the  places  now  occupied  by  those  who  have  grown  c-j. 
in  the  practice  of  accountancy.  It  is  natural  at  this  se&s-'S 
when  one  begins  to  see  in  the  cornfields  especiaUj  :£t 
results  of  the  autumnal  or  winter  seedsowing  to  look  bop^ 
fully  forward  to  the  harvest.  And  so  one  cannot  thiiik  < 
you  except  as  passing  through  a  transition  Rtate,  e^: 
developing  until  you  shall  have  attained  the  fullest  groi^^'^ 
Before  closing  let  me  therefore  impress  upon  you  t::^ 
importance  of  thoroughly  mastering  the  profession  on  wbidi 
you  have  entered  ever  bearing  in  mind  that  to  be  most  c^ 
ful  therein  considerable  tact,  good  temper,  patience  *^ 
courtesy  are  indispensable. 
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The  minutes  of  the  previous  meeting,  held  10th  of  March, 
were  read  by  the  Hon.  Sec.  Mr.  Piggott,  and  declared 
correctly  recorded. 

Mr.  Murray  introduced  the  Lecturer,  Mr.  Jolm  E. 
Halliday,  F.C.  A.,  who  read  the  following  paper  on  "  Railway 
Accounts."    Mr.  Halliday  said : — 

In  the  following  remarks  I  do  not  intend  to  go  much  into 
the  history  and  development  of  rail^^ays,  ]>i;t  to  confine 
myself,  as  far  as  possible,  to  the  hcadin,'^  of  my  paper,  and  to 
show  you,  to  the  best  of  my  ability,  the  outlines  of  ilic  work 
transacted  in  the  various  departments  of  the  railway 
service. 

Before  the  beginning  of  this  centiir>- the  traftic  of  this  country 
was  carried  on  principally  by  means  of  livers,  canals,  and 
the  high  roads,  but  the  expense  of  carriar;c  wa«  so  great,  and 
the  time  occupied  so  long  and  so  many  delays  occurred  in 
consequence  of  the  coaches  and  wagons  not"  being  able  to 
take  the  goods  offered  to  them,  that  the  industries  of  the 
country  became  cramped  and  warped,  and  an  outcry  arose 
for  some  better  means  of  carrying  our  materials  of  manu- 
facture from  one  centre  of  industry  to  another.  A  sort  of 
horse  tramway  was  then  invented.  Iron  lines  were  laid 
down  on  the  roads,  but  as  horses  only  were  used  in  hauling 
it  was  plain  that,  although  a  decided  improvement  on  our 
ormcr  means  of  carrying,  this  was  not  equal  to  the  demands 
of  the  country.  At  last  a  solution  of  the  difficulty  was 
found  and  in  1825  steam  power  was  invented,  and  our  first 
railway  brought  into  existence  by  George  Stephenson.  The 
beginning  was  a  small  one,  but  from  small  beginnings  large 
things  often  grow.  The  length  of  line  was  about  25  mile«*, 
3nly  one  engine  was  employed,  and  the  rate  of  speed 
xttained  was  five  miles  an  hour  and  this  was  thought  to  be 
iiost  wonderful.  Now  we  have  in  the  United  Kingdom 
jomcthing  like  between  18,000  and  19,000  miles  of  Railway 
it  a  cost  of  more  than  our  national  debt,  with  about  14,000 
;jigines,  and  many  of  our  trains  travel  at  the  rate  of  50 
Tiiles  an  hour,  and  we  grumble  that  the  pace  is  too  slow. 
From  the  date  of  our  first  i  ail  way  trade  began  to 
nake  rapid  strides.  Indeed,  the  benefit'  done  to  the  trade 
ind  commerce  of  the  country  by  the  railways  cannot  be 
istimated.  By  their  means  industries  of  all  kinds  have 
»ecn  fostered  and  developed  and  the  v.ealth  of  the  country 
las  thereby  been  increased.  New  branches  of  trade  have 
ecn  opened  up  and  some  towns  own  their  existence  entirely 

0  the  railways — notablythetownsof  Crewe  and  Swindon, — 
a  Jthe  former  there  are  three  large  works  of  the  London  and 
Torth  Western  Company,  emploving  something  like  from 
,000  to  10,000  hands,  and  the  latter  is  the  centre  of  the 
n^neering  department  of  the  Great  Western  Company. 

From  the  date  of  the  steam  railway,  I  have  said  trade 
ipidly  increased  and  people  began  to  travel  about,  but  the 
orking  of  what  is  called  foreign,  or  through,  traffic  ;  that  is 
raific  passing  from  one  line  to  another  and  in  some  cases 
ver  othci-s,  became  a  source  of  trouble  and  vexation  both  to 
Lilway  companies  and  to  their  customers.  Each  company 
ad  to  keep  its  own  accounts  and  collect  its  own  tolls.  In 
?42,  however,  the  clearing  house  was  instituted  and  the 
irough  traffic  dealt  with  through  that  means.  Each  com- 
BLny   receiving  its  own  proportion  of  traffic  according  to 

1  ileagc  or  the  various  working  arrangements  entered  into  by 
ae  company  with  another.  This  .system  has  been  of 
arueuse  advantage  not  only  to  tiie  railways,  but  also  to  the 
Liblic,  and  great  inconvenience  and  annoyance  has  been 
tved  by  its  introduction.  For  instance  a  passenger  travell- 
g  say  from  Brighton  to  Inverness  previous  to  its  introduc- 
on  would  be  compelled  to  rebook  many  times  on  his 
umey.  Now  he  gets  his  ticket  at  the  starting?  point  and  has 
>  further  annoyance  on  the  way  in  respect  of  it,  the  clearing 
>use,  as  I  have  said,  accounting  to  each  company  over 
hiose  line  he  has  passed  for  their  proportion. 

^Having  said  so  much  as  to  the  origin  and  progress  of  the 
liwa^  system,  I  will  pass  an  to  the  departmental  work  of 
«  railways. 


1.  I  will  first  take  the  secretary's  office. 

The  secretary'  is,  as  his  name  indicates,  the  keeper  of  the 
company's  secrets  and  he  is  by  Act  of  Parliament  recognised 
as  the  company's  chief  officer.  It  is  his  duty  to  attend  upon 
the  directors,  to  keep  records,  or  minutes,  of  all  business 
transacted  at  the  board,  and  to  advise  as  to  the  creation  and 
mode  of  issuing  c.ipital,  to  do  which  he  must  have  some 
knowled^^e  of  the  principles  of  finance.  He  has  also  to 
assist  in  gcttiiitr  up  his  company's  various  schemes  and 
generally  to  know  something  of  everything  that  is  going  on 
in  e\ery  department.  When  an  Act  of  Parliament  is 
obtained  money  is  required  to  carry  out  the  works  sanctioned. 
He  has  then  to  sec  that  the  company's  coffers  are  in  good 
order,  and  at  the  same  time  to  be  careful  that  the  company 
is  not  too  heavily  burdened  with  capital.  It  gradually  falls 
to  the  lot  also  of  the  secretary  to  draft  the  half -yearly  report, 
and  send  out  the  accounts  to  the  proprietors,  and  attend  to 
enquiries  and  correspond  with  those  who  write  for  informa- 
tion  ;  to  make  complaint,  or  demand  compensation  for 
injuries  sustained,  and  the  mass  of  corresponaence  parsing 
through  this  office  is  so  great  that  without  the  aid  of  short- 
hand writer  matters  would  come  to  a  deadlock.  Shorthand  in  our 
large  offices  and  warehouses  has  now  become  indispensable 
and  I  would  strongly  urge  upon  the  younger  members  of  this 
society,  the  desirability  of  acquiring  some  knowledge  of  this 
art.  lilany  of  the  railway  companys  have  paid  teachers  to 
give  instructions  to  their  clerks. 

The  mortgage  and  transfer  office  is  in  most  Railways 
under  the  control  of  the  secretary  and  to  attend  to  it  a 
special  staff  is  necessary  whose  duty  is  to  see  to  the  issuing 
of  allotment  letters,  and  the  entering  of  them  up  in  registers 
when  received  back,  to  attend  to  the  issues  of  certificates, 
and  the  transfers  of  stocks  and  shares,  and  to  see  that  each 
proprietor  is  duly  credited  with  the  amount  of  stock  he 
holds.  For  this  purpose  a  ledger  account  is  kept  with  each 
proprietor,  columns  being  ruled  for  the  various  stocks  or 
shares  created  by  the  company  and  the  debits  and  credits  of 
all  transfera  are  regularly  posted.  At  the  end  of  each  half- 
year  balances  are  taken  out,  wliich,  in  the  aggregate,  must 
agree  with  the  amounts  received  and  standing  to  the  credit 
of  the  respective  stocks  and  shares  in  the  ledgers  kept  in  the 
accountant's  office.  The  entries  are,  in  many  railway  com- 
panies, very  numerous,  and  an  idea  of  the  care  and  attention 
required  in  this  work  may  be  gathered  from  the  fact  that  the 
number  of  proprietors  amounts  to  very  many  thousands. 
The  half-yearly  dividend  and  interest  warrants  are  also 
made  out  in  this  ofiice  and  generally  bear  the  signature  of 
the  secretary.  Where,  however,  there  is  a  treasurer,  he  is 
the  proper  person  to  sign,  and  not  the  secretary.  Stock 
certificates  and  mortgage  bonds  are  usually  signed  by  the 
secretar}\  In  railways  where  they  have  a  treasurer  the 
keeping  of  the  registers  is  in  his  hands. 

The  next  office  I  come  to  is  that  of  the  cashier  or 
treasurer. 

The  duties  of  the  cashier  are  generally  to  look  after  all 
moneys  coming  to  the  hands  of  the  company,  and  to  see 
that  they  are  paid  when  due,  and  to  pay  all  liabilities 
incurred.  First  I  shall  deal  with  the  moneys  coming 
to  his  hands. 

Goods  and  Passenger  traffic.  The  custom  is  for  the 
various  station  agents  over  the  line  to  send  in  their  takings 
daily  to  the  head  office,  or  in  the  case  of  those  at  a  distance 
to  pay  them  into  the  bank  advising  the  cashier  accordingly. 
The  bank  at  the  same  time  advises  the  cashier  of  such  pay- 
ment having  been  made  to  it.  The  cashier  then  pays  what 
he  has  received  to  the  bank  and  sees  that  the  amount  is 
duly  credited  in  the  pass  book,  and  that  the  advices  of  the 
country  banks  are  properly  entered.  Many  carriage  accounts 
are,  however,  recharged  from  the  various  stations  to  the 
head  office  to  be  collected  when  due.  For  this  puix>OBe 
collectors  are  necessary,  and  inasmuch  as  large  sums  of 
money  are  almost  daily  passing  through  their  hands,  it  has 
been  f oond  desirable  that  some  means  shonld  be  employed 
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to  keep  as  strict  a  check  as  possible  upon  them.  In  many 
companies  therefore  a  system  of  post  card  has  been  intro- 
duced and  has  been  found  to  work  very  well.  The  collectors 
enter  up  daily  in  their  cash  -books  the  amounts  they 
have  received  during  tiie  day  and  hand  the 
tame  over  to  .the  cashier.  The  office  then  advises  the 
customers  by  the  post  card  that  such  amounts  have  been 
received  from  them,  and  credited  to  their  account.  The 
station  agents  also  in  the  same  way  advise  the  cashier  of  the 
amounts  received  by  them,  and  the  post  card  is  then  sent  to 
their  customers.  Fraud  is  thus  minimised  and  errors 
speedily  detected. 

Contract  Tickets.  These  are  usually  sent  out  by  the 
cashier^s  office  from  a  list  furnished  by  the  audit  office,  to  the 
respective  stations  from  which  they  are  demanded,  and  the 
cashier  must  see  that  all  moneys  in  respect  of  these  tickets 
find  their  way  into  his  office  or  into  the  oank. 

Rents.  A  rent  ledger  is  kept  and  an  account  opened  with 
every  person  who  occupies  any  premises  or  land  belonging 
to  the  company.  The  cash  is  from  time  to  time  received  by 
the  cashier  and  then  credited  to  its  respective  ledger  account. 
A  summary  of  the  rents  receivable  is  made  each  year,  and 
handed  to  the  accountant  to  debit  to  rent  account  in  his 
ledger,  and  at  the  same  time  a  list  of  the  outstandings  is 
made  which  must  also  agree  with  the  balance  of  the 
accountant's  rent  account. 

Advertising.  Considerable  sums  are  received  from  this 
source.  The  manager  has  the  letting  of  spaces  for  advertis- 
ing, and  sends  down  from  time  to  time  a  list  of  his  lettings 
and  the  cashier  must  see  that  the  cash  duly  finds  its  way 
into  the  company's  coffers. 

Transfers.  These,  in  large  companies,  amount  to  a  large 
sum  of  money  in  the  half  year.  The  cashier  receives  them, 
the  check  upon  him  being  made  by  the  accountant's  office. 
Accounts  with  other  companies,  clearing  house,  balances, 
and  various  other  elements  of  income  are  also  received  by 
the  cashier,  and  must  be  duly  accounted  for  by  him. 

In  all  these  matters  there  are  such  checks  exercised  by 
the  audit  and  accountant  department  that  if  any  sum  of  money 
were  to  be  intercepted  speedy  detection  would  follow. 

All  outgoings  are  made  upon  cheques  which  are  only 
signed  by  the  directors  on  accounts  duly  certified  by  heads 
of  departments.  I  believe  in  some  companies  the  cheques 
are  only  signed  by  the  secretuy,  but  I  think  this  course  is 
unusual.  Such  cheques  are  handed  to  the  cashier  to  be 
given  in  exchange  for  receipts.  List  of  cheques  so  signed 
are  made  in  books  kept  for  the  purpose  and  initialed  by  the 
directors  who  sign  the  cheques,  and  the  cashier  has  to  pro- 
duce receipts  showing  that  all  such  cheques  have  been  duly 
disposed  of. 

With  regard  to  salaries.  Lists  are  made  out  in  and 
certified  by  each  department  and  sent  down  to  the  cashier, 
when  it  is  his  duty  to  see  that  each  person  stated  in  the 
various  lists  to  be  a  recipient  receives  the  amount  due  to 
him.  Lists  of  the  wages  are  in  the  same  manner  sent  to 
him  for  payment.  After  getting  his  cheque  cashed  he  pro- 
ceeds to  make  up  bags  and  boxes  to  be  taken  by  his  clerks 
to  the  various  stations  or  workshops  where  they  are  payable, 
and  it  is  his  duty  to  see  that  as  far  as  possible  receipts  are 
obtained  from  the  various  recipients. 

Such  is  the  lystem  adopted  in  this  office.  It  is  most 
carefully  planned  and  if  properly  carried  out  very  little  open- 
ing is  left  for  fraud.  ' 

The  audit  office  is  where  the  various  sources  of  the 
company's  revenue  is  examined  and  accounted  for.  The 
examinations  of  stations'  balance  sheets,  clearing  house 
returns,  contract  tickets  and  the  revenue  generally,  together 
with  the  working  and  traffic  arrangements  on  joint  lines,  and 
with  other  companies,  form  the  chief  employment  of  the 
audit  accountant's  staff. 

With  regard  to  the  stations'  balance  sheets  in  the  case  of 
passengers,  they  are  sent  in  by  the  stations  weekly.  The 
sheets  show  on  the  debit  tide  th«  bcOanee  bnmght  from  last 


week,  and  the  amount  of  tickets,  &c.,  sold  during  the  we^ 
and  on  the  credit  side  are  ca^  remitted,  sundry  little  credits, 
and  the  balance  in  hand  carried  to  next  account.  Tne 
goods  balance  sheets  are  in  similar  form,  but  are  only  sent  in 
monthly.  These  balance  sheets  are  subjected  to  a  tcit 
rigid  examination  by  the  audit  office  staff,  and  are  then 
entered  in  books  kept  for  the  purpose,  and  the  copi»  of 
which  are  handed  to  the  accountant. 

Contract  Tickets.  Usually  when  a  contractor  applies  for  i 
ticket  he  makes  the  application  to  the  station  near  to  woicb 
he  resides.  The  audit  office  is  then  advised  of  the  require- 
ment. The  tickets  are  procured  and  sent  up  to  the  secreUry 
for  his  signature  together  with  a  list  of  the  same,  and  the; 
are  then  handed  over  to  the  cashier  to  be  sent  out. 

The  traffic  divided  with  other  companies  also  receive  :i  i 
strict  investigation,  and  an  accurate  loiowledge  of  all  wcrk- 
ing  agreements  is  absolutely  necessary.  The  wo^  .< 
laborious,  and  involves  many  intricate  calcalations  and  thi 
exercise  of  great  care  in  unravelling. 

We  next  come  to  the  clearing  house  accounts.  Rer!.n5 
are  made  from  all  stations,  or  goodsyards,  of  all  fore;^  ■:.' 
through  traffic  sent  or  received  by  them,  to  the  audit  cir  • 
These  are  carefully  examined  by  the  staff  and  are  rxn- 
marised,  and  are  sent  up  to  the  clearing  house,  where  izr'f 
are  examined  and  compared  with  similar  returns  received  fr:: 
the  other  companies  interested.  They  are  then,  after  v, 
items  are  agreed,  apportioned  properly  to  the  respe:!t:T.> 
companies  according  to  mileage  or  working  arrangemes:* 
and  statements  showing  the  apportionments  are  sent  toes 
company,  where  they  are  again  examined  by  the  s: 
office.  Many  of  the  apportionments  involve  most  elab  r  * 
calculations,  one  of  the  simple  ones,  for  exsonple,  being  ^i^  - 
as  11/32  X  2/3  of  10  and  4  Jd.  a  ton,  and  require  a  well  traine-^  j^. 
capable  staff  in  their  examination.  The  clearing  hou«t-  ^~ 
apportions  the  mileage  of  wagons,  &c.,  to  the   various  r  -_ 

Cies,  and  sees  that  in  the  case  of  detention  of  t^v  * 
^i;er  than  reasonably,  demurrage  is  obtained  from  :.• 
retaining  company.  The  expenses  of  keeping  up  the  c\.. 
ing  house,  which  are  of  course  great,  are  apportioned  to  l- 
various  companies  according  to  the  time  occupied  :::»: 
their  respective  accounts.  I  believe  I  am  under  the  zia. 
when  I  state  that  about  2,000  clerks  are  now  employei 
the  clearing  house,  irrespective  of  checkers  employed  cr. 
side. 

The  Accountant*s  Office,  This  is  the  office  in  whicl:  u 
auditor  passes  most  of  his  time.  W^e  have  seen  tk^:  '*:'■ 
audit  office  deals  only  with  receipts.  The  accountas; :  < 
only  deals  with  these,  but  has  also  to  look  after  all  .  • 
goings  incurred  in  earning  them.  In  fact  the  accc::L::.  i 
has  to  bring  as  it  were  into  a  focus  all  the  transactions  c:*.  i 
other   departments.      In    most   companies    eTerythi£^  > 

I'oumaliseid.    First    he  deals  with  in  the   aggregate  - 
wrings  into  his  books  all  the  sources  of  income  previ:-* 
examined  in  detail  in  the  audit  office.     In   the  csf< 
traffic  booked  from  the  various  stations  he  takes  the  v 
appearing  in  the  audit  traffic  book  monthly,  and  makes  1 1 
entry  thus : — 


Stations  Traffic. 


«b»  t 


C-r 


To  Revenue 

In  like  manner,  contract  tickets  sold  would  he  ec^^ 
tickets  to  revenue  passengers,  clearing  house  issues  ir^ 
clearing  house  to  revenue,  or  vice-versa  as  the   case  id*:  • 
and  so  on  vnth  regard  to  all  the  elements  of  the  compi' 
income.    With  regard  to  rents  the  amount  receivable  V.  - 
half-year  is  as- 1  have  before  said  got  from  the  cashier. 

A  summary  of  all  receipts  and  payments  appeajrisf  r- 
day  to  day  m  the  bank  pass  books  is  made  in  w^'  ' 
called  **  bankers*  receipts,"  and  "  bankers*  pei3nnents^''  > 
companies  keep  a  cash  book  instead  of  these*  hooks^  . 
my  opinion  these  are  preferable.  These  hooks  axe  ooluzz^ 
the  former  containing  such  headings  as  pasaengefs,  f^- 
f o&traol  tiokttB)  rantff  loftDii  debonloxe  stock*  €•&§  - 
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shares,  premimns  on  shares,  &c.,  the  latter  containing  such 
as  ordinaij  payments  to  tradesmen,  Ac,  dividends,  interest, 
Ac.  Havmg  allocated  all  items  appearing  in  the  pass 
hooks  to  their  proper  columns,  the  additions  are  then 
made  monthly,  and  the  totals  carried  into  the  journal. 

With  regard  to  the  outgoings.    In  the  first  place  there  are 
the  invoices   for   goods   purchased   for   stores,   materials 
supplied  to  the  various  departments,  contractors'  accounts, 
certificates  for  land  purchases,  and  various  other  expenses. 
These  are  sent  down  certified  from  the  various  departments 
by  whom  the  liability  has  been  incurred.    They  are  then 
carefully  examined  by  the  accountant  as  to  extensions  and 
additions,  and  compared  with  contracts  for  prices,  where 
necessary,  and  care  is  exercised  to  see  that  the  accounts  have 
not  been  passed  before.    The  accountant  then  certifies  to 
their  accuracy  and  passes  them  before  the  board  for  payment. 
They  are  then  pasted  into  an  invoice  book,  only  one  side  of 
the  book  being  used,  and  are  on  the  opposite  side  classified 
to  the  respective  capital  or  revenue  accounts  to  which  they 
belong,  and  as  the  revenue  charges  are  all  sub-divided  into 
money  columns,  great  care  has  to  be  shown  in  their  distribu- 
tion, in  order  at  the  end  of  each  half-year  to  ascertain 
accurately  the  cost  of  each  particular  item  in  the  accounts. 
From  the  invoice  books  the  distributions  are  taken  monthly, 
in   detail,  into  their  respective  departmental  headings  m 
columnised    books,   called    **  capital    expenditure  "    and 
**  revenue  expenditure."    The  totals  are  then  made  monthly 
and  carried  into  the  journal,  the  entry  being  sundries,  viz: 
the   various  expenditure    accounts.    Dr.  To "  expenditure 
account."        The    tradesmen    or    persons     from     whom 
purchases  have  been  made,  being  carried  into  the  journal  in 
detail  direct  from  the  invoice  book,  the entnr  being  "expendi- 
ture account,  "  Dr.  To  sundries,  the  expenditure  account  in 
the  ledger  thus  being  cleared — of  course  eveiy  company  does 
not  pursue  the  same  course  of    bookkeeping,  that  is    the 
method  I  am  most  accustomed  to,  and  as  it  is  extremely 
simple,  I  give  it  my  support.    The  salaries  are  certified  by 
the  various  departments,  and  a  summary  is  made  by  the 
accountant  and  placed  in  the  invoice  book  in  the  same  way 
as  a  tradesmen's  invoice.    The  wages  sheet  are  sent  in  by 
the   various  departments.    In  the    case   of  traffic   wages 
separate  sheets  are  made  out  by  each  station  and  certified  by 
bhe  station  agent.Theyare  then  summarised  and  countersigned 
by  the  chief  of  the  traffic  department.    In  the  case  of  the 
permanent  w^  wages  these  are  certified  by  the  district 
.nspectors,  and  countersigned  by  the  engineer.  The  account- 
uit  then  enters  them  in  a  "  wages  classification  book,"  and 
ihe  totals  being  made,  carries  them  into  the  journal.  Monthly 
useounts  are  tSso  received  from  the  various  departments  of 
ttores  received,  and  for  work  done  by  them  for  or  on  behalf 
>f    other  departments.    The  store  keeper  also  furnishes  a 
ttatement  of  all  goods  received  and  issues  made  by  him  to 
;lie  departments  during  the  month,  and  a  statement  of  old 
naterials  sold.    All  these  accounts  are  examined  by  the 
accountant,  and  if  correct  are  brought  into  his  journal. 
riiere  are  many  other  items  which  form  part  of  the  book- 
:eeping  of  the  accountant,  but  these  I  have  mentioned  are 
lie  chief  and  most  important.    In  large  railways  it  is  found 
lecessary  to  have  two  journals  for  alternate  months  in  order 
o  facilitate  the  work,  and  allow  of  their  use  by  others  than 
lie  general  bookkeeper.    All  entries  having  been  properly 
rLa.de  in  the  journals,  they  are  then  carried  to  their  respective 
leadings  in  the  ledgers ;  the  working  or  revenue  accounts 
isnally  having  a  ledger  of  their  own. 

A  trial  balance  is  made  at  various  times  during  the  half- 
e&r,  the  value  of  which  can  scarcely  be  ever  estimated  in 
hortening  the  labour  of  the  half-yearly  balance.  By  its 
aeons  errors  are  brought  into  a  narrow  limit,  and  the 
ccountant  is  enabled  to  see  how  every  account  stands  and 
i  vo  it  attention  where  necessary. 

At  the  close  of  the  half-year  the  entries  are  very  numerous 
nd  the  accountant  must  be  careful  to  keep  a  watchful  eye 
ver  all  departments,  and  to  see,' as  far  as  possible,  all 
^l^ilities  are  provided  for. 


Before  he  makes  up  his  half-yearly  statements  of  accounts 
he  must  see  that  the  amount  standing  to  the  credit  of 
stockp,  shares  and  loans,  agrees  with  the  detailed  abstract 
of  the  register  of  proprietors  kept  in  the  transfer  and 
mortgage  office ;  that  his  outstanding  stations  balance  is  the 
same  as  the  total  of  the  stations  balances  shown  in  the 
traffic  book  kept  in  the  audit  office,  that  his  stores  balances 
agree  with  the  balance  sheet  of  the  storekeeper,  and  the 
certificates  of  the  various  departments  who  have  control  of 
any  stores ;  that  the  clearing  house  balance  agrees  with  the 
balance  sheet  furnished  by  the  clearing  house,  and  that  his 
balance  of  rents  agrees  with  the  cashier's  statement  of  out- 
standings. He  must  see  too  that  his  account  of  dividends 
and  interests  unpaid  agrees  with  the  detailed  statement  of 
outstandings  furnished  by  the  transfer  office  ;  and  generally 
agree  his  balances  as  far  as  practicable. 

He  then  proceeds  to  make  up  the  various  statements 
which  appear  in  the  published  accounts  sent  to  the  pro- 
prietors. 

You  will,  I  venture  to  think,  all  know  that  Parliament  has 
lud  down  a  form  of  accounts  which  all  railway  companies  are 
bound  to  follow. 

They  are  as  follows ; — 

1.  A  statement  of  the  capital  authorised  and  created  by 
the  company  giving  in  detail  the  various  acts  under  which  it 
has  been  sanctioned. 

2.  Statement  of  stock  and  share  capital  created  showing 
the  proportion  received.  This  account  shows  the  amount 
received  in  respect  of  stocks  and  shares  created,  the 
amount  in  arrear,  amount  imcalled,  and  amount  un- 
issued. 

3.  Statement  of  capital  raised  by  loans  and  debenture 
stock.  This  account  shows  the  amount  received  to  date 
together  with  the  amount  shown  on  the  previous  account, 
and  the  difference  being  increase  or  decrease. 

4.  Receipts  and  expenditure  on  capital  account.  On  the 
credit  side  are  all  the  receipts  in  respect  of  stocks  and 
shares  and  aAi  other  capital  receipts,  and  on  the  debit  side  is 
the  expenditure  shown  thus : — **  On  lines  open  for  traffic,  on 
lines  and  works  in  course  of  construction,  on  working  stock, 
and  other  miscellaneous  expenditure,"  the  balance  which  is 
either  excess  of  expenditure  over  assets  or  vice  versa,  being 
carried  to  the  balance  sheet. 

5.  A  statement  of  details  of  the  capital  expended  during 
the  half-year. 

6.  A  return  of  the  working  stock.  This  account  shows  the 
rolling  stock  at  the  end  of  the  previous  half-year,  and  the 
stock  at  date  with  the  increase  or  decrease  upon  each  class 
of  vehicle.  The  returns  are  furnished  to  the  accountant  by 
the  departments  responsible  for  them. 

7.  Estimate  of  further  expenditure  on  capital  account, ( an 
account  in  my  opinion  of  little  value). 

8.  Details  of  capital  and  other  assets  available  to  meet 
further  capital  expenditure.  This  shows  the  balance  of 
capital  authorised  but  not  yet  sanctioned ;  capital  sanc- 
tioned but  not  yet  received,  balance  of  borrowing  powers, 
balance  to  credit  of  capital,  account  (No.  4)  if  any,  with  a 
deduction  for  moneys  paid  in  advance  of  calls. 

9.  The  revenue  account. 

On  the  credit  side  are  the  amounts  received  from 
passengers,  parcels,  mails,  horses,  carriages,  &c.,  from 
merchandise,  live  stock  and  minerals,  mileage  and  demurrage 
(if  any),  rents  and  other  miscellaneous  items.  On  the  debit 
side  are  the  expenses  incurred  in  earning  the  revenue.  The 
ordinary  working  charges  are  classified  thus,  maintenance 
of  way,  locomotive  power,  carriage  and  wagon  repairs, 
traffic  expenses  and  general  charges.  Then  follow  law  and 
parliamentary  expenses,  compensation  paid  for  accidents  to 
passengers,  and  losses  in  respect  of  goods  (these  last  two 
items  arc  often  very  costly,)  rates  and  taxes  and  government 
duty.  The  item  of  law  charges  and  parliamentarv  expenses 
wDl  be  found  both  in  capital  and  revenue.  All  expenses 
incurred  in  the  acquisition  of  property,  or  in  promoting  bills 
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in  Parliament  being  charged  to  csipital,  wliilo  the  exjicnseof 
opposing  other  companies'  bills,  or  in  conducting'  the  ordinary 
trtkffic  of  the  company  going  to  revcniio.  The  bahmcc  of 
this  account  is  then  carried  to  No  : — 

10.  Ket  revenue  account.  This  account  contains  on  the 
credit  side,  balance  brought  from  hist  half-year,  balance 
brought  from  revenue  account  (No.  U)  and  any  other  special 
items.  The  debit  side  comprises,  interest  upon  loans  on 
debenture  stocks,  interest  upon  calls  paid  in  advance, 
sundry  interests,  (this  item  may  be  on  the  other  side),  rent 
charges,  &c.,  and  the  balance  is  carried  to  next  account. 

11.  Proposed  appropriation  of  balance  availal^Ic  for  din- 
dend,  showing  its  distribution  to  the  various  claHses  of  stock- 
holders. 

12.  Contains  the  abstracts  or  sub-divisions  of  the  working 
charges,  showing  the  cost  in  salaries  and  wages,  and  mater- 
ials incurred  in  working  and  repairs,  &c. 

13.  The  general  balance  sheet.  On  the  credit  side  are 
cash  at  bankers,  stock  of  stores,  tralTic  accounts  duo  to  the 
company,  amounts  due  by  other  companies,  amounts  duo 
by  post  office,  sundry  outstanding  accounts,  &c.  On  the 
debit  side  arc,  balance  of  capital  account  (if  any).  Ket 
revenue  balance,  unpaid  dividends  and  interest,  debts 
due  to  other  companies,  amounts  due  to  charing  house 
(this  may  of  course  be  on  the  other  side),  sundry  outstand- 
ing accounts,  any  special  funds  in  the  hands  of  the  com- 
pany, such  as  fire  insurance  or  clerks  superannuation. 

14.  Is  a  mileage  statement  showing  tlie  lines  owned  and 
worked  by  the  company. 

16.  Shows  the  mileage  run  by  passengers  and  goods 
trains. 

Then  follow  the  certificates  for  the  condition  of  the  per- 
manent way  and  rolling  stock,  and  last  but  not  by  ahy 
means  of  the  least  importance  is  the  certilicatc  of  the 
auditors. 

I  do  not  intend  to  devote  any  time  to  the  duties  of  the 
auditors.  These  are  well  kno\vn  to  all  of  you.  I  will 
simply  say  that  they  should  observe  the  greatest  caro  in 
their  examination,  and  before  putting  their  signature  to  tlie 
accounts  be  thoroughly  satisfied  as  to  the  correctness  of 
everything.  They  must  shirk  nothing  and  rather  spend  too 
much  than  too  little  time  on  their  investigations.  It  often 
happens  that  questions  arise  demanding  the  nio^t  serious 
consideration  especially  in  the  distribution  between  capital 
and  revenue,  and  matters  have  to  be  discussed  with  the 
engineer  and  sometimes  with  the  board  of  directors.  In 
justice  to  the  railway  officials  however,  I  must  say  my 
experience  is  that  they  are  most  careful  in  the  performance 
of  their  duties  and  are  always  open  to  bo  reasoned  with.  A 
memorandum  book  in  which  to  enter  all  matters  of  doubt 
should  be  kept  and  the  explanations  of  tlio  officials  in 
respect  of  them  should  be  recorded  against  each  item. 

No  provision  has  been  made  in  the  Acts  of  Parliament  for 
depreciation.  The  usual  course  adopted  is  to  sec  that  every- 
thmg  is  well  kept  up  out  of,  and  to  charge  all  replacements 
as  they  occur  against,  revenue.  One  vehicle  replaces  another 
without  any  regard  being  paid  to  the  original  cost  of  the  one 
worn  out  and  demolished.  An  engine  for  an  engine,  a 
carriage  for  a  carriage,  and  a  wagon  for  a  wagon  is  the  rule 
and  as  the  new  stock  is  vastly  superior  to  the  old  in  every 
way,  the  auditors  need  not  give  themselves  any  anxiety  upon 
the  subject  of  value. 

I  shall  now  pass  on  and  show  you  very  briefly  the  func- 
tions of  the  various  other  departments  of  the  railway 
service. 

The  general  manager  has  the  full  control  of  the  whole 
system.  He  must  make  himself  conversant  with  cvcr\  thing 
that  occurs  on  his  own  line,  and  know  a  good  deal  of  wliat 
passes  on  his  neighbours,  so  as  to  be  able  to  see  where 
advantages  are  to  be  gained,  and  how  traffic  arrangements 
will  benefit  his  company  and  generally  to  keep  a  watchful 
•ye  to  the  company's  interests. 

The  goods  manager  and  the   passenger  superintendent 


have,  under  the  general  manager,  the  control  of  their  res:-:  - 
tive  departments.  The  goods  manager  has  to  see  li^. 
proper  rales  arc  charged  for  the  carriage  of  goods,  and  tc  tx 
careful  that  tlicy  arc  strictly  within  the  limits  of  the  An  i 
Parliament,  lie  has  also  the  arranging  of  his  trains  in-vi- 
junction  with  the  passenger  superintendent,  and  to  see  :L: 
the  maximum  amount  of  work  is  got  out  of  his  wagon*  ti.:-. 
a  minimum  of  cost,  to  attend  to  and  settle  claims  ma<l«^kr 
goods  lost  or  damaged,  and  generally  to  attend  to  i- 
matter.->  in  relation  to  the  working  of  the  goods  traffic. 

'ihc  passenger  sapcrintendent  has  similar  duties  tr.  irr- 
form  in  his  department.  He  has  to  arrange  all  his  tniiN 
ordinary,  special,  and  excursion,  to  scttlo  the  fa^c^, .»^^ 
generally  to  attend  to  matters  in  connection  with  u- 
passenger  traihc. 

The  engineer  has  to  construct  the  line  and  all  its  vari-i^ 
buildings  and  works  and  afterwards  to  keep  it  in  repair  &:- 
in  perfec:tly  safe  working  order,  a  task  at  tim».>  by  l 
means  easy,  for  example,  when  there  ^  onies  a  heavy  fil  >: 
snow  to  inteiftre  with  the  traffic,  or  when  the  seventy  of  l.- 
weather  acts  upon  the  bridges  and  viaducts.  He  has  aU 
the  control  of  the  telegraphs  which,  although,  a  fevrvt' 
ago  of  very  primitive  construction,  have  now  through  VJ 
introduction  of  the  block  system  by  the  Board  of  Tr-r 
become  a  very  important  part  of  the  riilway  system.  B^ 
its  means  a  train  is  telegraphed  from  cabin  to  cabin  u :'. 
passes  along  the  line,  and  each  signalman  is  responsible  k: 
its  safety  on  his  own  length.  The  system  has  entail&J  grat 
expense  up-n  the  railway  companies  not  merely  in  ':.■'< 
cost  of  the  cabins  and  wires,  but  also  in  the  cost  of  wcttJ: 
and  maintainin.!:^  them.  It  has,  how'cver,  given  them  gr-- 
immunity  from  accidents,  and  has  been  of  incalculable  go  ••. 
to  the  travelling  public. 

The  locomotive  and  carriage  and  wagon  departments  ■^■- 
usuallv  combined,  but  in  some  cases  are  distmct  ^^ 
separate.  The  superintendent  must  be  a  practical  iii£J is:i 
must  understand  thoroughly  how  to  build  rolling  stock.  Ht 
has  also  to  provide  all  necessary  power  demanded  byth-: 
traffic  department  and  to  see  that  his  stock  is  kept  in  ^^*' 
working  order.  As  he  builds  and  repairs  he  has  to  i^^ 
account  and  is  required  to  furnish  the  accountant  ^iti 
details  of  his  expenditure  monthly.  The  stores  departm?"'- 
is  one  of  the  most  important  x^^i^ts  of  the  railway  syi*?^- 
The  storekeeper  lias  to  buy  and  keep  in  stock  every  arti-i^ 
that  may  be  uscvl  in  any  of  the  departments  of  the  sem:-?. 
Tenders  for  stores  are  usually  aclvcrtised  for  annual;' 
Selection  is  then  made  by  the  directors  with  the  assistant 
of  tlie  storekeeper.  When  tlie  articles  come  in  thcj^* 
carefully  examined  by  him  and  if  found  according  to  xz- 
tr.ict,  the  invoice  is  certified  and  passed  on  to  the  accoontan* 
The  storekeeper  however,  keeps  ledgers  and  opens  a- 
account  for  each  article,  debiting  it  with  what  comes  inbcd 
as  to  quantity  or  weight,  and  also  as  to  price.  When  stcfd 
are  required  by  a  department,  a  demand  note  is  sent  to  tb! 
storekeeper  specifying  the  requirement.  When  the  po>^* 
are  sent  out  credit  is  given  to  the  articles  in  the  stores  lec^^* 
and  the  department  receiving  them  is  charged  with  thcC 
Everything  is  kept  in  stock  from  a  rail  or  sleeper  to  a  box  y_ 
matches  or  a  piece  of  soap.  The  storekeeper  too  sh'^-' 
know  sometliing  of  every  article  he  uses  in  order  tb: 
imposition  may  not  be  practised  upon  him  by  tradesn^r 
He  is  to  some  extent  also  a  manufacturer,  making  -"^ 
instance  wagon  covers  and  various  furniture  for  the  c<)n- 
pany's  use,  and  even  has  to  look  after  the  making  of  tb 
official's  clotl^cs.  He  has  also  to  sell  all  old  materia 
sent  to  him  from  all  over  the  line,  and  ther^'f^^ 
must  have  a  knowledge  of  the  markets.  Once  a  month  i 
has  to  furni.sh  the  accountant  with  a  balcuice  sheet  shox^i^ 
on  the  one  side  his  stock  at  the  beginning  of  the  month,  t* 
debits  since,  and  on  the  other  side  his  issues  to  the  depart 
ments  and  his  balance  on  hand  according  to  his  bocA« 
Stock  is  taken  usually  once  a  year  and  discrepanci^ 
examined  into,  and  set  straight.    Some  companies  are  iBtli< 
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.abit  of  calling  in  the  aid  of  professional  men  at  their 
nnaal  stocktaking,  my  firm  having  for  years  taken  the  stock 
f  the  Lancashire  and  Yorkshire  Company's  stores. 

I  think  I  have  now  travelled  over  everything  of  importance, 
ly  object  has  been  to  show  you,  as  far  as  my  Imowledge 
Ad  ability  went,  the  sort  of  routine  followed  in  the  various 
iffices  and  departments  of  a  railway,  deeming  it  to  be  more 
ntoresting  and  of  greater  benefit  to  you  than  a  mass  of 
tatistics  which  probably  would  be  heard  only  to  be  for- 
;otten.    Gentlemtfn,  I  thank  you  for  your  patient  attention. 

am  deeply  sensible  of  the  many  defects  of  my  paper,  but  if 
he  remarks  1  have  made  have  been  of  interest  to  you,  I 
hall  have  been  amply  repaid  for  my  trouble  in  their  pre- 
laration. 

At  the  oonolusion  of  the  lecture,  Mr.  Aldred  proposed  a 
ote  of  thanks  to  Mr.  Halliday,  **  for  his  interesting  and 
laborate  paper,"  which  upon  being  seconded  by  Mr.  G.  R. 
?revor,  and  supported  by  the  chairman  was  accorded  with 
.cclamation. 

In  the  discussion  that  followed.  Messrs.  Sutton,  Brcwis, 
brooks,  Trevor,  Walkden,  Aldred,  Murray  and  Piggott,  took 
»art,  and  in  reply  to  the  remarks  made  and  questions  asked, 
ir.  Halliday  said  that  he  was  very  pleased  that  his  paper 
lad  been  of  interest  and  had  provoked  discussion.  In  regard 
o  the  cost  of  parliamentary  expenses,  the  promotion  of  a 
>ill  in  parliament  is  part  of  the  cost  of  getting  a  railway, 
herefore  the  amount  is  charged  to  capital  account,  whereas 
he  cost  of  opposing  another  company's  bill  is  to  maintain 
he  traffic  of  existing  line,  therefore  the  charge  is  placed  in 
evenue  account.  It  is  not  the  usual  custom  of  accountants 
o  take  stock  of  the  stores,  though  on  one  line  the  lecturer's 
irm  do  so,  charging  therefore  specially.  An  auditor  must 
liscriminate  between  capital  and  revenue.  In  the  event  of 
k  new  station  being  built  in  place  of  an  old  one,  the  differ- 
mce  of  cost  between  the  old  and  new  is  charged  to  capital. 
ifVith  reference  to  a  company  keeping  within  its  borrowing  pow- 
ers and  the  duty  of  an  auditor,  in  regard  thereto — he  said  that 
le  had  always  made  it  a  practice  to  see  that  the  limits  were 
lot  exceeded,  and  he  thought  that  it  was  certainly  the  duty 
)f  an  auditor  to  satisfy  himself  thereon.  As  to  the  actual 
icope  of  the  audit,  people  differed,  but  in  his  opinion  it 
;hould  be  most  thorough.  The  dividend  warrants  are  sent 
>ut  by  the  transfer  office  and  when  they  come  back  are 
narked  off,  those  that  do  not  come  back  constituting  the 
inpaid  dividends.  The  proceedings  terminated  with  a  vote  of 
hanks  to  the  preidents  for  his  service  in  the  chair. 


VIANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


The  first  annual  general  meeting  of  the  members  of  this 
k)ciety  was  held  on  Monday  March  24th,  in  the  Memorial 
3all,  Albert  Square,  the  president  Mr.  Adam  Murray,  F.C.A., 
n  the  chair.  A  large  number  of  members  were  present. 
Phe  president  having  opened  the  proceedings  with  a  few 
'emarks,  proposed  that  the  report  and  accounts  be  taken  as 
ead  In  his  speech  he  alluded  to  the  lectures  which  had 
>een  delivered  to  the  members,  including  lectures  on  book- 
ceeping  and  auditing  by  Mr.  C.  R.  Trevor,  F.C.A. ;  the  com- 
)anies  acts,  by  Mr.  James  A.  Carsc,  A.C.A. ;  depreciation  and 
linking  fimds,  by  Mr.  E.  Guthrie,  F.C.A. ;  the  liquidation  of 
estates  otherwise  than  in  bankruptcy,  by  Mr.  Thomas  A. 
irVelton,  F.C.A. ;  a  resumd  of  the  science  of  insurance,  by 
^T.  A.  E.  Piggott;  the  law  and  practice  of  executorships  and 
^ministrations  b^  Mr.  Charles  T.  Tallent  Bateman ;  death 
luties,  old  and  new,  by  Mr.  Thomas,  F.C.A. ;  building 
ocieties,  by  Mr.  T.  B.  Brooks,  A.C.A. ;  income  tax  practice, 
ty  ^Ir.  Adam  Murray,  F.C.A. ;  and  also  to  the  debates 
vhich  had  taken  place  on  subjects  suggested  by  the  lectures, 
io  referred  briefly  to  the  attendance  of  members  at  the 
aectings  of  the  committee  and  its  duties  ;  to  the  prize  fund, 
rhich,  however,  he  stated  had  had  hardly  any  calls  on  it ;  to 
he  able  management  of  the  library  by  Mr.  Uanis,  and  the  ' 


energy  of  the  honorary  secretary  in  performing  his  duties 
and  preparing  the  **  transactions  "  next  came  under  notice. 
Mr.  E.  Guthrie,  F.C.A.,  seconded  the  adoption  of  the  report 
and  accounts  which  was  carried  unanimously,  and  in  so  doing, 
made  a  few  remarks  on  the  rise  and  progress  of  the  society.  The 
next  question  which  came  before  the  meeting  was  a  proposi- 
tion to  alter  the  rules,  so  as  to  limit  the  session  from 
October  to  March,  and  hold  the  annual  meeting  in  May,  and 
after  a  lengthy  discussion  as  to  whether  the  time  of  meeting 
should  be  half  past  six  or  seven,  an  amendment  to  the  effect 
that  it  should  be  the  former  time  was  carried,  as  was  also 
one  regarding  the  nominations.  A  suggestion  to  alter  the 
date  of  the  accounts  to  the  31st  March  was  approved,  and 
the  meeting  proceeded  to  the  election  of  officers  when  Mr. 
Trevor  was  elected  president  for  the  ensuing  year.  Mr.  Guthrie, 
vice-president,  Mr.  J.  G.  Halliday,  Mr.  Jas.  Boardman,  Mr. 
Thomas  W.  Gillibrand,  were  re-appointed  honorary  members 
of  the  committee,  and  Mr,  William  Aldred  and  Mr.  A.  Murray, 
were  also  elected  on  this  body;  Mr.  James  B.  Sutton, 
Mr.  E.  Stone,  Mr.  G.  E.  Shaw,  Mr.  A.  S.  Reeves,  Mr.  Thomas 
B.  Brooks,  Mr.  S.  Cooke,  Junr.,  Mr.  J.  Dickson,  Mr.  William 
Hams,  Mr.  E.  Hampson,  Mr.  H.  Moller,  Mr.  F.  Murgatroyd, 
Mr.  A.  E.  Piggott,  Mr.  L.  Walkden,  were  elected  as  ordinary 
committeemen.  Mr.  A.  G.  Wilde,  and  Mr.  B.  H.  Bendless 
were  appointed  auditors.  After  votes  of  thanks  to  the  retir- 
ing president  and  to  the  honorary  librarian,  the  honorary 
treasurer  and  honorary  secretary,  the  ordinary  complimen- 
tary resolutions  were  passed  and  the  meeting  terminated. 
The  society  numbers  according  to  the  report,  29  honorary 
and  103  ordinary  members.  We  congratulate  it  on  its 
strength  as  well  as  the  good  feeling,  and  harmony  with 
which  all  seem  to  work  together  for  the  general  good.  It, 
however,  appears  to  us  that  whilst  the  printing  the  "transac- 
tions," was  an  enterprising  step,  it  is  rather  a  mistake ;  the 
**  transactions  "  consist  chiefly  of  reports  of  the  lectures,  which 
also  appear  in  the  columns  of  this  paper,  and  as  many 
members  are  subscribers,  the  outlay  is  wasted  as  far  as  they 
are  concerned,  further  it  contains  merely  reports  of  lectures 
delivered  to  their  own  society,  and  cannot  take  cognizance 
of  the  many  valuable  lectures  delivered  to  other  societies. 
We  think  the  money  would  be  more  judiciously  spent  in 
obtaining  further  copies  of  the  Journal  for  the  use  of 
members,  and  copies  of  all  lectures  that  are  reprinted ; 
these  latter  could  aftcrv\ar(]sbe  bound  up  into  volumes. 


SHEFFIELD   CHARTERED  ACCOUNTANTS' 
STUDENTS'  SOCIETY. 


The  first  annual  meeting  of  the  above  Society  was  held  at 
the  Law  Society's  Rooms,  Hoole's  Chambers,  on  Monday, 
19th  May,  at  7  p.m. 

Mr.  Sept.  Short,  F.C.A.  (the  President)  in  the  chair.  There 
were  also  present  the  Vice-President  (Mr.  T.  G,  Shuttle- 
worth,  F.C.A.,  and  a  moderate  attendance  of  honorary  and 
ordinary  members. 

The  secretary  havii)j:j  real  the  notice  convening  the  meet- 
ing, it  was  projx)sed  by  the  Presideut  that  the  report  and 
financial  statement  bo  taken  as  read. 

The  report  is  as  follows : — 

Your  Committee  have  pleasure  in  presenting  their  first 
annual  report  and  financial  statement  for  the  year  ending  the 
30th  day  of  April  last. 

It  will  be  remembered  that  the  society  originated  with  a 
letter  addressed  by  four  of  the  present  members  of  the 
society,  on  the  8th  June,  1883,  to  articled  clerks  and  other 
clerks  in  the  service  of  Chartered  Accountants,  preparing  for 
the  final  examination  of  the  Institute  ot  Chartered  Account- 
ants, proposing  a  meeting  to  be  held  on  the  14th  June,  which 
meeting  resulted  in  a  resolution  to  form  this  society ;  and 
after  laying  down  the  principles  and  objects,  appointed  a 
committee  to  draft  rules  and  regulations  for  its  governance, 
and  to  report  to  a  subsequent  meeting. 

The  committee  thus  appointed  sabmitted  the  roles  drafted 
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by  them  to  the  subsequent  meeting,  which  took  place  on  the 
80th  July,  1863,  and  the  same  with  some  slight  amendments, 
were  unanimously  adopted.  At  the  same  meeting  Mr. 
Septimus  Short,  F.C.A.,  was  elected  President,  and  Mr.  T. 
G.  Shuttleworth,  F.C.A.,  Vice-President,  and  the  following 
Officers  were  also  appointed,  namely : — Mr.  Henry  Belk, 
Treasurer ;  Mr.  J.  W.  Best,  Hon.  Secretary.  Your  present 
committee  was  also  chosen  at  the  meeting,  and  the  Auditors 
were  appointed.  The  list  of  first  members  was  left  open 
until  the  20th  August,  1883,  when  it  was  found  that  65 
members  had  been  enrolled,  of  whom  31  were  honorary  and 
34  ordinary  members. 

Since  then  4  ordinary  members  have  been  elected,  and  the 
society  now  numbers  69  members. 

Your  Committee  are  somewhat  disappointed  that  the 
number  of  ordinary  members  is  not  much  greater,  and  would 
urge  upon  every  member  the  advisability  of  inducing  eligible 
persons  to  become  members.  They  feel  sure  that  a  considera- 
ble number  of  new  members  might  and  ought  to  be  added. 

The  inaugural  meeting  took  place  at  the  Law  Society's 
Booms  (where  all  the  Society's  ordinary  meetings  have  been 
held),  on  the  3rd  October,  1863,  when  the  President  delivered 
an  address.  During  the  autumn  session  of  1883,  and  the 
spring  session  of  1884,  ten  ordinary  meetings  have  been  held, 
and  lectures  upon  the  following  subjects  have  been  delivered, 
viz  :—"  Receivers,"  T.  G.  Shuttleworth,  Esq.,  F.C.A.  ; 
Executors'  and  Trustees'  Accounts,"  W.  G.  Hawson,  Esq., 
F.C.A. ;  "  Notes  on  the  New  Bankruptcy  Act,"  C.  Corbidge, 
Esq.,  F.C.A. ;  **  Debentures  and  Preference  Stocks  and 
Shares,"  C.  Barber,  Esq.,  F.C.A.  The  other  evenings  have 
been  variously  occupied  by  a  Mock  Meeting  of  Shareholders, 
a  Mock  Meeting  of  Creditors  under  the  New  Bankruptcy 
Act,  debates  and  discussions  upon  points  raised  by  one  of  the 
above  lectures,  and  questions  submitted  at  the  Institute 
Examinations  and  suggested  by  members. 

At  the  close  of  the  autunm  session  your  committee  were 
called  upon  to  accept  the  resignation  of  Mr.  J.  W.  Best,  the 
honorary  secretary,  and  thev  did  so  with  regret.  They  were 
fortunate  in  inducing  Mr.  H.  J.  Wells  to  accept  the  appoint- 
ment, which  he  continues  to  hold.  A  seat  upon  the  com- 
mittee was  thus  vacated,  and  Mr.  Best  was  elected  to  it. 

Your  committee  have  held  twelve  meetings  during  the 
year,  with  an  average  attendance  of  six  members.  In 
addition  there  have  been  various  meetings  of  sub-committees 
for  special  purposes  in  connection  with  the  society. 

Since  the  formation  of  this  Society,  Students'  Societies 
have  been  established  at  Bristol  and  at  Nottingham.  The 
societies  in  existence  before  our  own  were  in  London,  Liver- 
pool, Manchcst-er,  and  Birmingham.  Your  committee  are 
glad  to  report  that  the  whole  of  these  societies  are  in  perfect 
accord,  and  most,  if  not  all,  have  adopted  a  resolution  which 
extends  the  privilege  of  membership  temporarily  to  the 
members  of  every  other  Society. 

Three  members  of  this  society  passed  their  intermediate 
examination  in  December  last,  namely,  Me.ssr3.  T.  C.  Parkin 
(who  headed  the  list),  T.  Waterhouse,  and  J.  B.  Hallam. 
They  are  to  be  congratulated  upon  their  success.  During 
the  same  month  Mr.  H.  Cawood,  an  ordinary  member  of 
this  Society,  was  elected  an  Associate  of  the  Institute. 

For  a  long  time  past,  a  sub-committee  of  this  society  has 
been  iu  conference  with  a  sub-committee  of  the  Sheffield 
Incorporated  Society,  with  a  view  to  the  extension  of  the 
library  of  the  latter  society,  and  the  addition  thereto  of  a 
numl>er  of  books  suitable  for  the  use  of  students,  under  an 
arrangement  concluded  shortly  after  the  commencement  of 
this  Society,  by  which,  for  an  annual  payment  out  of  this 
Society's  funds,  the  ordmaiy  members  were  to  liavo  the  free 
use  of  the  library.  Your  committee  regret  that  it  has  been 
impossible  to  give  their  members  the  use  of  the  library  dur- 
ing the  past  year,  but  the  arrangements  are  now  so  far  con- 
cluded as  to  ensure  them  the  use  of  it  from  the  commence- 
ment of  the  present  year.  Catalogues  are  already  in  the 
hands  of  the  printers,  and  will  be  ready  for  distribution  in 
the  course  of  a  very  few  days. 


Your  committee  recognise  the  benefits  derived  by  membezs 
of  these  societies  by  the  publication  of  the  Students*  Joonals. 
and  recommend  that  they  be  supported.  They  will  also  be 
glad  of  any  suggestions  of  subjects  for  debate  at  any  time 
and  from  any  member.  They  have  reason  to  fear  th^x 
individual  members  lose  sight  of  their  right  in  this  respect. 

While  thanking  those  gentlemen  who  have  been  kmi 
enough  to  prepare  and  read  papers,  and  otherwise  kelp 
forward  the  society,  your  committee  hope  for  the  continned 
encouragement  of  the  honorary  members,  and  eepeciallj  of 
such  as  have  not  already  conspicuously  evinced  their  interest 
in  the  success  of  the  society. 

The  members  of  the  committee  retiring  by  ballot  at  this 
meeting  are  Messrs.  S.  T.  Gill  (honorary  member),  and  7. 
W.  Best  and  L.  C.  Cropper  (ordinary  menaibers).  TIk 
honorary  treasurer  (Mr.  H.  Belk)  and  the  honorary  secnuaj 
(Mr.  H.  J.  Wells)  also  retire  at  this  meeting.  In  accordazicc 
with  the  rules  all  are  eligible  for  re-election. 

The  financial  statement  appended  has  been  doly  examicrl 
and  certified  by  the  auditors,  and  shows  the  finances  of  t:^ 
society  to  be  in  a  very  satisfactory  state.  The  society  h»i 
no  liabilities  undischarged  at  the  end  of  the  year. 

SEPTIMC8    ShOBT, 

/  President 

13th  May,  1884. 

Summary  of  cash  account  for  the  year  ending  April  di^'z. 
1884:— 
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Attdiion. 


Examined  and  found  correct, 
John  Aacheb, 
Habry  S.  Gabdneb, 

May  12th,  1884. 

The  adoption  of  the  report  and  accounts  having  be^: 
moved  by  Mr.  Taylor  Gill,  A.C.A.,  and  seconded  by  Mr.  \Vi: 
Holmes,  A.C.A.,  the  President  invited  discussion. 

Mr.  Cawood,  A.C.A.,  asked  several  questions  as  to  u 
amount  spent  in  printing,  use  of  the  library,  &c.,  and  tacr^ 
having  been  replied  to,  the  President  and  Vice-PresK' £^ 
made  a  few  remarks  as  to  the  position  of  the  society,  iti^' 
which  the  motion  being  put  to  the  meeting  it  was'carnt-: 
unanimously. 

Mr.  T.  G.  Shuttleworth,  F.C.A.  was  elected  President,  ."^ 
Mr.  A.  S.  Watson,  F.C.A.,  as  Vice-Presidelit  for  the  en^i^i 
year  ;  the  hon-treasurer  (Mr.  H.  J.  Belk)  the   hon-secrcur 
(Mr.   H.   J.  Wells)   and  the  retiring  members  of  the  c^^' 
mittecH   (Messrs.   Gill,  Best  and  Cropper)  were  re-elecu 
Mr.  H.  Cawood,  A.C.A.  was  appointed  one  of   the   aud*trr- 
and  Mr.  H.  S.  Gardner  was  re-elected  the  other.     The  m*x 
ing  closed  with  a  vote  of  thanks  to  the  past  officials,  acu 
the  chairman  for  presiding. 
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AUDITING. — Continued. 

The  Profit  and  Loss  account,  as  its  name  designates,  is 
intended  *io  show  the  amount  of  profit  or  loss  made  by 
trading  during  any  given  period,  and  in  auditing  it,  care 
must  be  taken  that  no  excessive  values  are  put  in  the 
various  items ;  as,  however,  many  of  these  appear  in  the 
Balance  Sheet,  if  carefully  checked  in  the  one,  they  may, 
of  course,  be  taken  as  correct  in  the  other. 

The  principal  items  on  the  Debit  side  will  be  the  balances 
from  the  various  accounts  "Rent  and  Taxes,"  ** Trade 
Expenses,"  "  Salaries,"  "  Bad  Debts,"  "  Discount  and 
Interest,"  but,  in  many  cases,  these  items  are  all  carried  to 
a  *'  General  Charges  account,"  and,  tliercfore,  that  item  alone 
appears,  and  on  the  Credit  side  the  balance  of  the  Goods 
account.  The  difference  between  these  two  shows  the 
profit  or  loss  respectively. 

In  writing  on  Auditing  there  is  a  string  tendency  to 
gradually  diverge  into  a  dissertation  on  Book-keeping,  and, 
of   course,  eyeryono  before  attempting  to  audit  accounts, 


must  thoroughly  understand  book-keeping,  so  as  to  under- 
stand why  amounts  appearing  on  the  debit  side  in  one 
account  appear  on  the  credit  side  in  another,  and  vice  versa, 
and  as  a  thorough  knowledge  of  book-keeping  is  only 
attained  by  care,  attention,  and  practice  extending  over  a 
considerable  period,  auditing  is  more  a  question  of  practice 
than  anything  else. 

The  necessity  of  students,  wishing  to  practice  ultimately 
as  accountants  and  auditors,  ohtainin^j  that  practice  in  the 
offices  of  accountants  liaving  experience  and  connection  will 
be  admitted  by  all,  and  no  sacrifice  of  time  or  money,  to  any 
reasonable  extent,  sliould  be  considered  too  great. 

In  conclusion,  it  is  well  to  point  out  to  the  rising  genera- 
tion of  auditors  that  it  is  useless  to  undcita];e  work  unless 
it  can  be  properly  carried  out,  therefore,  no  audit  should  be 
undertaken  unless  the  remuneration  is  sufficiently  good  to 
enable  the  auditor  to  devote  the  necessary  time  to  make  his 
audit  thorough  and  complete.  Daily  instances  arc  occurring 
where  the  fees  paid  have  been  so  small  that  the  audit  is 
necessarily  superficial,  the  result  being  that  where  accounts 
have  been  carefully  manipulated  in  the  earlier  stages,  the 
auditor  has  not  detected  the  fraud. 

An  auditor  to  do  his  work  completely  must  have  a  general 
knowledge  of  all  business  details,  and,  as  far  as  possible, 
should  make  himself  conversant  with  tlie  technical  usages 
of  any  business,  the  accounts  of  which  he  may  be  employed 
on  :  and  sooner  than  pa^s  anything  that  appears  at  all 
doubtful  to  him  he  should  refuse  to  certify,  unless  satis- 
factory explanations  are  forthcoming. 

It  may  be  urged  that  in  audituig  the  books  of  a  private 
business,  the  wishes  of  the  principal  should  be  consulted ; 
that  is  so,  up  to  a  certain  point,  but  in  all  matters  where  a 
principle  is  involved,  the  auditor  must  be  firm.  A  misleading 
balance  sheet  may  be  used  either  to  obtain  advances  of 
money  or  to  induce  someone  to  enter  into  a  partnership,  and 
should  the  business  turn  out  badly,  the  auditor's  reputation 
suffers  grievously. 


THE    INSTITUTE   OF  CHARTERED   ACCOUNTANTS 
IN    ENGLAND    AND    WALES. 


At  a  Meeting  of  the  Council,  held  on  the  4th  Jane,  the 
following  applicants  were  admitted  Associates  : — 

McLknnan,  George  Hexry,  clerk  to  R.  Mackay  &  Co., 

3,  Lothlury,  E.C. 
Welch,  John  Henry,  clerk  to  Welch  &  Parldnsotiy 
Commerce  Courti  11|  Lord  Street,  Liverpool. 
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Setters  to  Djt  (&bHm. 

COST   BOOK   AND    MINING    COMPANY.     ' 
To  the  Editor  of  the  Accountants*  Students*  Journal. 

Sm, — Idanj  of  your  readers  who,  like  myself,  are  nnable 
to  obtain  copy  Balance  Sheet  of  above  description  of 
Company,  would  esteem  it  a  favour  if  you  would  publish  a 
pro-form&  one  in  an  early  issue  of  your  valuable  Journal. 
A  Balance  Sheet  of  a  Company  governed  by  the  Stannaries 
Act,  1969,  is,  perhaps,  to  be  preferred. 

As  it  is,  I  feel  persuaded,  of  sufficient  importance  to  warrant 

the  trespass  both  on  time  and  space,  I  trust  you  will  pardon 

the  intrusion  of 

Your  obedient  Servant, 

A    STUDENT. 
London,  2<Hh  June,  1884. 


INTEREST. 

To  the  Editor  of  the  Accountants*  Students*  Journal. 

Sib, — In  your  issue  of  October,  1883,  you  give  some  very 

nseful    tables  and    formulae,  referred  to  by  Mr.   Howard 

S.  Smith  in  his  lecture  of  1st  May,  1883,  but  in  trying  to 

apply  them  to  some  calculations  I  have  been  making  lately, 

I  meet  with  the  following  difficulty.    Can  you  explain  it  ? 

In  Table  IV.,  page  119,  you  have  as  follows : 

if  P  =  Present  value  of  annuity. 

a  =  annual  payment. 

r  =3  rate  of  interest. 

n  »  number  of  years. 

A  =  amount  of  annuity. 

when  interest  and  annuity  are  payable  yearly — 

^  rP  r  A 

a  =s 


.•.a  = 


1—1 


l-(l+r)-n    (l+r)n-l. 

now  1 — (1 + r) — n = 1 — 1 — r — n 

^  P  rP 

=  a  negative  quantity. 


r — n 


r — n 


That  is,  a  f  =  annual  payment 


a  negative  quantity, 
which  is  absurd,  for  be  the  annual  payment  what  it  may, 
it  must  be  some  positive  quantity. 

Can  you  tell  me  where  I  am  wrong. 

Further,  I  do  not  quite  understand  the  meaning  of  a 
and  A.? 

What  is  the  difference  between  the  **  annual  payment " 

and  the  '*  amount  of  annuity"? 

Yours  truly, 

O.  G.  L. 
London,  18th  June,  1884. 


BIEMINGHAM  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


THE  PROVISIONS  OP  THE  NEW  (1883)  BANKRUPTCY 

ACT,  &c. 


By  Mb.  M.  G.  Hill,  F.C.A. 


At  a  meeting  of  the  Members  of  the  above  Society,  held  on 
the  22nd  April,  Mr.  M.  G.  Hill  delivered  a  lecture  on  the 
above  subject. 

The  Lecturer  said  : — 

In  undertaJdng  to  read  a  paper  upon  this  subject,  I  do  not 
propose  to  enter  upon  any  elaborate  compatifion  between  the 


provisions  of  the  New  and  Old  Acts,  nor  to  attempt  to 
exhaust  the  subject  by  giving  you  in  detail  all  the  minute 
provisions  contained  in  the  New  Act.  For  such  an  analysU 
the  time  at  our  disposal  would  be  insufficient,  and  even  if  it 
were  not  so  after  listening  to  such  a  number  of  regulations  jon 
would  probably  go  away  confused  rather  than  assisted  to 
collect  the  main  ootlines  of  the  Act.  In  conformity  viu 
this  view  I  shall  avoid  as  much  as  possible  reference  by 
number  to  the  various  sections,  subsections,  and  mles, 
but  shall  be  happy  to  give  the  reference  afterwards  to  anyone 
desirous  of  reading  the  text  of  any  part  of  the  Act  to  which 
I  may  refer.  My  idea  is,  merely  to  put  into  untechnical 
language  just  the  main  provisions  of  the  Act  (as  read  hv  a 
layman  and  not  a  lawyer)  upon  those  matters  which  an 
more  interesting  to  us  as  Accountants,  or  which  it  is  mon 
desirable  that  we  should  bear  in  mind,  and  not  to  attempt  to 
deal  with  merely  legal  matters,  or  with  questions  which  c&a 
only  be  cleared  up  by  the  decisions  of  the  Courts  as  thsj 
ahse  from  time  to  time  in  practice. 

In  order  to  assist  our  memories  I  propose  to  azrange  the 
subject  under  the  following  heads : — 

1st.  The  initiation  of  proceedings  to  the  making  of  the 
receiving  order. 

2nd.  The  course  of  proceedings,  from  the  making  <d  thd 
receiving  order  to  the  first  meeting  of  creditors. 

Srd.    The  first  meeting  of  creditors. 

4th.  The  general  administration  of  the  estate  after  tie 
appointment  of  the  trustee. 

5th.  Some  of  the  provisions  with  regard  to  the  debtor  a 
bankrupt. 

6th.  The  administration  of  the  estates  of  deceased 
persons. 

7th.    As  to  summary  and  administration  orders. 

Firstly,  then  *'  the  initiation  of  proceedings  to  the  maki:i£ 
of  the  receiving  order."  The  condition  necessary  to  the  cox- 
moncement  of  bankruptcy  proceedings  is,  of  course,  that  a 
debtor  should  have  committed  what  is  termed  an  act  of  kiji^- 
ruptcy,  and  our  first  point  for  consideration  ia,  therefcrc. 
what  by  the  New  Act  are  constituted  "  Acts  of  Bankruptcy. 

Firstly,  then  it  is  an  Act  of  Bankruptcy  for  the  debtor  ta 
assign  his  property  to  a  trustee  for  the  benefit  of  his  credit'>is 
generally,  and  it  should  therefore  be  borne  in  mind  that  kij 
attempt  so  to  arrange  with  creditors  may  be  upset  sivi 
superseded  by  any  dissatisfied  person  (being  a  crMitor  ix 
the  requisite  amount)  by  presenting  a  bankruptcy  petitkc 
upon  this  ground  alone. 

Secondlv,  if   a  debtor  is  guilty  of  making  a  fraadulcni 
transfer  of  any  of  his  property,  or  of  giving  a  Iraadolent  pK- 
ference    to    any   creditor.    A  fraudulent  preference  het^ 
defined  as  transferring  any  property,  giving  a  charge,  maki:.g 
a  payment,  incurring  an  obligation,  taking  any  legal  pro- 
ceedings or  allowing  any  legal  proceedings  to  be  taken,  n;« 
the  view  of  giving  the  creditor  or  any  person  in  trust  f :? 
him  a  preference  within  three  months  of  the  presentation  sf 
the   petition.  Shortly  then  any  method  by  which  a  de^t^t 
might  benefit  a  creditor  at  the  expense  of  his  other  creditccs. 
But  the  practical  application  of  this  clause  is  often  liznii^ti 
by  the  difficulty  of  proving  (as  is  necessary)  that  the  ad 
complained  of  was  done  for  the  deliberate  purpose  of  preienc^ 
that  creditor  and  not  for  consideration,  direct  or  indirect, 
such  as  the  granting  of  further  time,  a  further  advancf  r: 
money,  or  under  pressure  of  legal  proceedings  when  tis 
debtor  was  hoping  to  carry  on,  or  any  similar  circumstancesi 
one  or  other  of  which  it  is  generally  not  difficult  for  i^ 
debtor  or  creditor  preferred,  plausibly  to  allege. 

Thirdly,  if  a  debtor  keeps  his  house,  or  absents  himk^ 
from  his  house,  or  from  the  country. 

l^'ourthly,  if  execution  under  any  process  in  an  acticc  ^ 
any  court  has  been  levied  by  sale  of  the  debtor's  goods. 

Fifthly,  if  a  debtor  gives  notice  to  any  creditor  that  r.- 
has  suspended  or  is  about  to  suspend  payment  of  his  de\  » 
This  clause  should  be  specially  borne  in  mind  when  adinsx; 
(as  we  axe  occasionally  called  upon  to  do)  a  cHeBit  who  it  & 
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trraporary  financial  difficulties  and  should  bo  carefully  con- 
sidered in  relation  to  the  terms  of  any  letter  to  a  creditor 
or  circular  to  creditors  asking  for  time  or  for  any  other 
facility  for  payment  of  the  claims. 

The  above  acts  of  bankruptcy,  although  not  in  the  order 
given  in  the  Act,  I  have  classed  together  for  the  purpose  of 
considering  separately  the  two  remaining  courses  by  which 
bankruptcy  proceedings  may  be'  commenced.  In  the  above 
cases  bankruptcy  is  not  deliberately  sought,  but  is  only 
incidental  thereto  at  the  option  of  any  creditor,  who  (upon 
any  of  the  above  facts  coming  to  his  knowledge)  may  file  a 
petition  in  the  form  given  in  the  schedule.  The  two  remain- 
ing cases  are  first,  where  the  debtor  himself  desires  to  be 
made  a  bankrupt,  and  secondly,  where  a  creditor  (with 
possibly  no  knowledge  of  an  available  Act  of  Bankruptcy) 
srocceds  to  create  one  for  the  purpose  of  making  his  debtor 
b  bankrupt. 

In  the  first  instance,  all  that  is  necessary  to  be  done  is  for 
he  debtor  to  file  a  petition  in  the  form  given  in  the  schedule, 
tating  that  he  is  unable  to  pay  his  debts  and  desires  that  a 
eceiving  order  may  be  made.  This  the  court  makes  forth- 
iith,  and  the  initiatory  stage  of  the  proceedings  is  at  an 
nd. 

In  the  second  case,  viz.,  when  a  Creditor  desires  to  com- 
lence  bankruptcy  proceedings  he  must  first  obtam  a  final 
jdgment  from  a  court  of  law  for  the  amount  of  his  debt, 
nd  produce  an  office  copy  of  the  judgment  to  the  Registrar 
f  the  County  Court  in  which  the  debtor  has  resided  or 
arried  on  business  for  the  longest  period  during  the  preced- 
ig  six  months,  with  a  request  for  the  issue  of  a  bankruptcy 
otice.  This  notice  must  be  in  the  form  in  the  schedule  which 
;ates  that  unless  the  creditor's  claim  be  paid,  secured,  or 
>nipromised,  within  seven  days  after  service  of  the  notice,  the 
jbtor  will  have  committed  an  act  of  bankruptcy,  and  pro- 
jedings  may  be  taken  against  him  accordingly.  If  the 
jbtor  does  not  comply,  the  creditor  then  files  a  petition 
loging  such  non-compliance  as  the  act  of  bankruptcy 
>miiiitted  by  the  debtor. 

The  claim  of  a  creditor  must  amount  to  £50  before  he  is 
ititled  to  present  a  petition,  or  he  must  get  creditors  to 
in  in  the  petition  whose  claims,  united  with  his,  amount 
the  same  sum.  If  he  holds  security  he  must  either  under- 
ko  to  give  it  up  or  value  it,  and  he  is  then  only  entitled  to 
nk  as  a  petitioning  creditor  for  the  balance.  His  debt 
list  be  a  liquidated  (that  is  an  ascertained)  sum  now  due 
payable  at  some  fixed  time,  as  for  instance,  a  current  bill 
exchange.  The  act  of  bankruptcy  must  have  occurred 
t li  i  n  three  months,  and  the  debtor  must  have  been  domiciled 

England  within  a  year  before  the  presentation  of  the 
tit  ion.  The  facts  alleged  in  the  petition  must  bo  verified 
afn davit,  and  when  more  than  one  creditor  is  joining  in 
J  petition,  or  where  all  the  facts  are  not  in  the  petitioner's 
n  knowledge  they  must  be  sworn  to  by  someone  in  whose 
Dw ledge  they  are.  The  affidavit,  therefore,  need  not  be 
,de  by  each  of  the  creditors  joining  in  the  petition,  nor  need 
tlie  needful  facts  be  sworn  to  by  any  of  the  petitioners. 
B  petition  must  be  presented  in  triplicate  or  more  if  there 
more  than  one  debtor  to  serve  as  in  the  case  of  a  firm, 
e  copy  is  filed  and  the  other  copies  sealed  by  the  court 
i  issued  to  the  petitioner  for  service.  On  the  petition 
ng  filed  a  day  is  appointed  for  the  hearing  by  the  court, 
3  will  then,  require  proof  of  the  petitioning  creditors' debt, 
of  of  the  service  of  the  petition  upon  the  debtor,  and 
of  of  the  act  of  bankruptcy.  If  the  court  be  not  satisfied 
.11  a.11  these  points  they  may  dismiss  the  petition,  but  if 
-^Mecl  a  rcceinng  order  is  made,  and  the  initiatory  stage 
Jic  proceedings  is  at  an  ind. 

1  tlie  above  notes  wo  have  assumed  (as  is  the  fact  in  the 
.  t  majority  of  cases)  that  the  debtor  is  actually  indebted 
is  also  insolvent,  but  it  is,  of  course,  possible  that  a 
ti  on  might  be  presented  again&t  a  man  for  other  reasons, 
I  n.5>  maliciously  injuring  his  credit,  or  for  the  purpose  of 
gixxg  indirect  pressure  to  bear  in  the  settlement  of  some 


dispute.  It  is,  therefore,  provided  that  if  the  debtor  disputes  the 
the  sufficiency  of  the  debt  for  the  purposes  of  the  debtor  peti- 
tion, or  disputes  the  petitioner's  right  to  present  a  petition  on 
any  ground  whatever,  he  shall  file  a  notice  with  the  registrar 
speciifying  what  he  intends  to  dispute,  and  serve  the  petition- 
ing creditor  with  a  copy  three  days  before  the  hearing.  He 
may  then  appear  at  the  hearing  and  on  giving  such  security 
as  the  court  may  require  for  payment  of  the  creditor's  claim 
if  established,  the  proceedings  may  be  stayed  for  a  sufficient 
time  for  the  case  to  be  tried  out.  For  the  same  reason,  viz., 
the  prevention  of  abuse  it  is  also  provided  that  no  petition, 
either  a  debtor's  own  or  a  creditor's,  should  be  withdrawn 
without  leave  of  the  court,  who  will,  of  course,  first  satisfy 
itself  that  the  petition  had  been  presented  for  the  bona  fide 
purpose  of  obtaining  administration  of  the  debtor's  estate. 

In  the  creditors'  interest  it  is  also  provided  that  if  it  be 
shown  by  affidavit  to  bo  necessary  for  the  protection  of  the 
estate,  either  from  the  debtor  himself  or  from  the  action  of 
a  creditor,  the  court  may  (at  any  time  after  the  presentation 
of  the  petition  and  before  the  hearing)  anticipate  the  result 
of  the  hearing  by  appointing  the  official  receiver  to  take 
possession  at  once  of  the  whole  of  the  debtor's  estate,  or  of 
the  portion  in  danger.  The  court  may  also  grant  the  usual 
orders  restraining  any  action,  execution,  or  other  legal  pro- 
cess, so  that  the  rights  of  each  creditor  remain  at  the  point 
to  which  they  had  attained  on  presentation  of  the  petition. 

We  now  come  to  the  second  head,  viz.,  the  course  of  the 
proceedings  from  the  making  of  the  receiving  order  to  the 
first  meeting  of  creditors.  The  act  of  bankruptcy  has  been 
committed,  the  petition  has  been  filed  by  a  creditor  (or  by 
the  debtor  himself)  and  heis  received  the  approval  of  the 
court.  The  form  which  this  approval  takes  is  the  making  of 
an  order  called  a  receiving  order  by  which  the  whole  property 
of  the  debtor  passes  from  his  control  and  vests  or  becomes 
the  legal  property  (in  tru^t)  of  an  officer  of  the  court  called 
the  Official  Receiver  who  holds  possession  as  between  debtor 
and  creditors  until  the  creditors  can  be  consulted  in  general 
meeting,  also  the  method  of  administering  the  estate.  The 
effect  of  the  receiving  order  is  also  to  debar  any  creditor 
from  taking  any  proceedings  against  the  person  or  property 
of  the  debtor  without  leave  of  the  court.  An  exception  to 
this  rule  is,  however,  made  in  favour  of  a  secured  creditor, 
who  is  entitled  to  deal  with  his  security  in  any  manner  in 
which  he  would  have  been  otherwise  entitled  to  deal  with  it. 
Notice  of  the  receiving  order  is  to  be  sent  by  the  registrar  to 
the  Official  Receiver  and  to  the  Board  of  Trade.  The  Official 
Receiver  is  forthwith  to  advertise  the  fact  in  a  local  paper 
to  be  appointed  by  the  Board  of  Trade,  and  the  Board  of 
Trade  will  advertise  it  in  the  London  Gazette,  We  may  note 
here  that  all  notices  requiring  to  be  gazetted  will  be  gazetted 
by  the  Board  of  Trade,  who  will  insert  them  in  the  OazeiU 
in  schedule  form,  under  classified  headings,  showing  the 
whole  advertisements  of  each  class  at  a  glance  instead  of 
the  old  cumbrous  method  of  each  advertisement  appearing 
separately,  repeating  the  same  full  form  of  words  over  and 
over  again,  and  rendering  it  necessary  to  turn  over  several 
pages  of  the  Gar(!^^£  before  finding  the  particular  advertisement 
you  were  in  search  of. 

As  soon  as  the  Official  Receiver  is  appointed  he  takes 
possession  of  the  estate,  and  if  there  be  a  trade  or  business 
to  control,  or  contracts  to  carry  out,  or  the  interests  of  the 
estate  for  any  reason  seems  to  require  it,  he  is  empowered,  on 
the  application  of  a  creditor  to  depute  such  of  his  powers 
as  are  necessary  to  a  special  manager,  who  is  to  give  such 
security  and  furnish  such  accounts  as  the  Board  of  Trade 
may  direct.  His  remuneration  may  be  fixed  by  the  creditors 
in  general  meeting,  but  if  not  so  fixed  he  will  be  allowed  a 
sum  on  a  scale  to  be  fixed  from  time  to  time  by  the  Board  of 
Trade. 

At  the  time  of  making  the  receiving  order  the  court 
appoints  a  day  for  the  public  examination  of  a  debtor,  but 
as  this  is  to  be  fixed  at  a  date  which  will  allow  of  the  debtor's 
statement  of  a£Eaix8  being  fixst  filed  (of  course,  for  the  pot- 
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pose  of  hiB  being  examined  upon  the  information  contained 
therein)  wo  will  first  consider  the  provisions  relating  to  the 
statement  of  affairs. 

When  the  receiving  order  has  been  made  the  debtor  is  to 
make  out  and  deliver  to  the  Official  Receiver  a  statement  of 
his  affairs  in  the  form  given  in  the  schedule.  No  doubt  you 
are  all  familiar  with  the  old  form  of  statement  of  affairs. 
The  chief  points  of  difference  to  be  noted  in  the  new  form 
are  that  the  statement  is  to  be  verified  by  the  following 
affidavit.  *'  The  above  statement  and  the  several  lists  here- 
unto annexed  "  "  are  to  the  best  of  my  knowledge  and  belief 
PUiiii,  TRUE  and  COMPLETE,"  that  tlie  date  when  each  debt 
was  contracted  is  to  be  given — that  in  the  case  of  secured 
creditors  the  consideration  and  the  date  v:hcn  the  security 
was  given  are  to  be  stated,  and  the  deficiency  is  to  be 
explained  hi  detail  in  a  schedule  at  the  end  of  the  account. 
This  statement  is  also  again  to  be  attested  by  the  debtor  in 
a  memorandum  to  be  signed  on  the  cunii)letion  of  his  public 
examination  as  follows  : — (Form  30,  p.  71).  The  Official 
Receiver  is  to  furnish  the  debtor  with  instructions  for  making 
his  statement  of  alLiirs.  The  statement  is  to  be  made  in 
duplicate  and  the  verified  copy  is  to  be  filed.  The  copies 
are  to  be  delivered  to  the  Official  Receiver  within  three  days 
from  the  date  of  the  receiving  order  if  such  order  was  made 
upon  the  debtor's  own  petition,  or  within  seven  days  if  the 
order  was  made  upon  the  petition  of  a  creditor,  but  the 
court  may  extend  the  time  for  special  reasons,*  Failure  to 
deliver  the  statement  of  affairs  in  time  renders  the  debtor 
liable  to  be  adjudged  bankrupt,  the  consequence  of  which 
would  bo  that  a  scheme  of  composition  could  not  bo  carried 
at  the  first  meeting  of  creditors.  The  statement  is  to  be 
open  to  the  inspection  of  any  person  stating  himself  in 
writing  to  be  a  creditor  or  an  agent  of  a  creditor  and  ho 
may  take  any  extracts  therefrom.  Any  person  falsely  so 
stating  himself  is  to  be  guilty  of  contempt  of  court,  and 
may  be  punished  accordingly. 

The  statement  of  affairs  having  either  been  filed  through 
the  Official  Receiver,  or  default  in  its  delivery  having  been 
made,  the  day  appointed  for  the  public  examination  of  the 
debtor  comes  on.  He  is  to  be  examined  upon  oath  and  in 
open  court.  Any  creditor  who  has  tendered  a  pcoof,  or  his 
representative  (authorised  in  writing)  may  question  the 
debtor,  and  the  trustee  (if  one  is  appointed  before  the  con- 
clusion of  the  examination)  may  also  take  part.  The  court 
itself  may  put  questions  to  the  debtor,  but  the  main  conduct 
of  the  examination  devolves  upon  the  Official  Receiver,  who 
is  to  take  part  in  all  public  examinations,  and  if  authorised 
by  the  Board  of  Trade  may  employ  a  solicitor  and  counsel. 
The  court  may  adjourn  the  public  examination  from  time 
to  time  and  close  it  at  its  discretion,  with  this  exception, 
that  it  shall  not  be  closed  until  after  the  first  meeting  of 
creditors  has  been  held.  In  the  event  of  a  composition 
being  proposed  by  the  debtor  his  public  examination  must  be 
closed  before  the  confirmatory  meeting  can  bo  held,  and  if 
the  composition  bo  not  accepted  within  fourteen  days  from 
its  close  he  is  to  be  adjudged  bankrupt. 

We  now  come  to  our  3rd  heading.  While  the  public 
examination  of  the  debtor  is  still  incomplete  the  first  meet- 
ing of  creditors  is  to  be  held.  The  Official  Receiver  is  to 
fix  the  day  as  soon  as  possible  after  his  appointment,  and  to 
give  notice  to  the  Board  of  Trade  that  the  date  may  be 
gazetted,  and  he  is  also  to  advertise  it  in  a  local  paper.  The 
meeting  is  to  be  held  within  fourteen  days  notice  of  the  date 
of  the  receivmg  order  and  seven  days'  notice  is  required  in 
the  advertisements.  The  meeting  has  therefore  to  bo  held 
in  the  second  week  after  the  receiving  order  has  been  made. 
As  soon  as  the  debtor's  statement  has  been  filed  the  Official 
Receiver  is  to  send  a  circular  notice  in  the  form  in  the 
schedule  to  each  creditor.  This  notice  states  the  time  and 
place  for  the  meeting  of  creditors  and  the  date  fixed  for  the 
examination  of  the  debtor.  It  also  draws  tho  creditors 
attention  to  tho  fact  that  in  order  to  entitle  him  to  vote,  his 
proof  must  be  lodged  with  the  Official  Receiver  one  clear  day 


at  least  before  the  meeting,  and  that  proxy  forms  may  be 
obtained  from  him.  W)icn  practicable  the  Official  Rectnti 
is  to  send  with  this  notice  a  summary  of  the  debtor's  statenk tt 
of  affairs,  with  notes  upon  the  causes  of  his  failure.  Tbr 
Official  Receiver  or  his  nominee  is  to  be  the  chainn&D  :A 
the  first  meeting  of  creditors,  and  the  debtor  is  to  att*r&- 
and  give  any  information  which  the  meeting  may  require. 

Now,  as  to  tho  method  of  voting.  A  creditor  may  ^otc 
either  personally  or  by  proxy,  but  his  proof  of  debt  mna 
have  been  deposited  with  the  Official  Receiver  one  clear  day 
before  the  meeting,  and  a  proxy  during  the  day  before. 
Proxies  may  be  either  of  two  kinds,  general  proxies  or  speciii 
proxies.  The  forms  are  to  be  obtained  &om  the  Otiiciil 
Receiver,  or  from  the  Trustee  when  he  is  appointed.  A  gentrJ 
proxy  (that  is  a  power  to  represent  the  creditor  throughoGt  U? 
proceedings)  may  only  be  given  to  the  creditor's  own  manKtr, 
clerk,  or  someone  in  his  regular  emplo3nnent,  or  to  ibe 
Official  Receiver.  A  special  proxy  may  be  given  to  anyot', 
but  can  only  be  used  once,  and  the  purpose  for  which  it  ii 
to  be  used  must  be  specified  therein.  It  must  also  be£jr  » 
Gd.  stamp.  All  the  written  parts  of  a  proxy  most  be  in  tl  r 
handwriting  of  the  creditor.  There  is  the  same  provision  » 
in  the  old  act  against  a  creditor  voting  in  respect  of  an  ld- 
liquidated  or  contingent  debt,  and  for  a  secured  creditor,  fir^ 
deducting  the  value  of  his  security.  Bills  of  exchanqe  sjc 
now  classed  as  securities  to  be  valued,  and  a  creditor  hoi  i-r 
them  must  put  an  estimate  upon  them  and  deduct  U. 
amount  from  his  proof  before  he  is  entitled  to  vote  in  respec; 
of  them.  Securities  valued  for  the  purposes  of  ve'±: 
meiely  cannot  be  redeemed  by  the  trustee  at  the  amount  d 
the  valuation,  but  only  at  an  increase  of  20per  cent,  tbe^.■c'. 
thus  leaving  a  creditor  a  reasonable  margin,  and  reliemi: 
him  from  what  was  under  the  old  act  often  so  embarr&><:  n^ 
a  position  as  to  induce  creditors  rather  to  forfeit  their  r'^^ii 
of  voting  than  risk  the  loss  of  a  portion  of  their  secuh.;. 
It  must  be  borne  in  mind,  however,  that  if  a  creditor  recervr- 
a  dividend  upon  this  value  his  right  to  a  20  per  cent.  mar:-u 
disappears,  and  a  trustee  is  entitled  to  redeem  his  secj..:- 
at  the  bare  amount  of  the  valuation.  A  creditor  may  acj.Ti 
his  valuation  for  the  purpose  of  dividend,  provided  he  hi^ 
not  received  notice  to  surrender  his  security,  but  after  k.^- 
ing  so  amended  it  his  right  to  the  20  per  cent,  majigin  a^:^ 
disappears,  and  the  trustee  may  redeem  his  security  at  i^^ 
amended  amount. 

There  is  another  form  of  voting  in  the  special  case  of  en- 
firmation  of  a  scheme  of  arrangement  or  composition  iftkiC 
has  been  passed  at  a  first  meeting.  Creditors  are  authoh-.. 
to  signify  their  assent  or  dissent  by  letter  to  the  0&^-^ 
Receiver  in  a  form  given  in  the  schedule  instead  of  atte^u* 
ing  such  confirmatory  meeting  personally  or  by  proxy.  Ti.:* 
form  is  termed  a  voting  letter  and  may  only  be  used  ia  tli^ 
particular  instance. 

The  main  business  of  the  first  meeting  of  creditors  is  tc 
consider  whether  they  will  accept  a  composition,  if  one  i? 
proposed,  or  whether  the  debtor  shall  be  adjudicated  abaz^k- 
rupt. 

If  the  creditors  decide  upon  entertaining  a  scheme  :i 
arrangment  or  composition,  it  must  be  passed  by  a  specif 
resolution,  and  confirmed  at  a  subsequent  meeting  bj  & 
majority  in  number  representing  $ths  in  value  of  all  crediurr? 
who  have  proved.  Please  notice  that  it  must  be  jths  cf  i- 
creditors  who  have  proved  and  not  merely  jths  of  ibr-t 
voting  at  tho  confirmatory  meeting.  The  meeting  will  » 
summoned  by  the  Official  Receiver  by  seven  days'  no:.^^ 
and  the  notice  is  to  state  the  terms  of  the  scheme  wL:. 
the  creditors  are  about  to  be  asked  to  confirm,  together  ^^- 
report  of  tho  Official  Receiver  theteon  for  the  creditr-^ 
guidance.  Tliis  confirmatory  meeting  must  not  be  h'^- 
until  after  the  public  examination  of  the  debtor  has  bor: 
concluded.  Tho  terms  and  details  of  the  scheme  (wh;c- 
may  include  tho  appointment  of  a  trustee  to  carry  it  throoiC- 
must  all  be  settled  at  the  first  meeting,  and  the  second  meet- 
ing can  merely  confirm  or  reject  the  proposal  as  a  whiU. 
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If  a  trustee  be  appointed  he  has  to  observe  all  the  forms  and 
rules  of  the  act  just  as  if  he  were  a  trustee  in  bankruptcy. 
After  the  scheme  has  been  accepted  by  the  creditors,  before 
it  can  be  carried  into  effect,  it  has  to  receive  the  approval  of 
the  court.  This  approval  is  to  bo  no  mere  formal  confir- 
mation of  the  creditors'  resolution,  but  an  entirely  indepen- 
dent criticism.  As  it  is  assumed  that  the  creditors  have  con- 
sidered the  scheme  in  relation  to  their  private  interests 
merely  it  is  the  duty  of  the  court  to  examine  it  from  the 
stand  point  of  public  interest.  The  debtor  or  the  Ollicial 
Keceiver  may  apply  to  the  court  for  its  approval,  and  the 
court  then  appoints  a  day  for  the  hearing.  Notice  of  the 
hearing  is  to  bo  sent  by  the  party  applyin«<  to  every  creditor 
who  lias  proved,  and  any  Creditor  objecting  mayjuppeiir  and 
state  his  objection  to  the  court.  The  court  will  also  re<juir(i 
a  report  from  the  Official  Receiver,  giving  his  views  upon  the 
scheme,  and  upon  the  conduct  of  the  debtor  in  relation  to 
any  of  the  matters  hereafter  referred  to. 

The  court  w  bound  to  refuse  its  approval  in  any  of  the 
following  cases  : — ' 

Istly.     Where  it  considers  the  terms  are  not  reasonable. 
2ndly.     Where  it  considers   that  the  terms  are  not  cal- 
culated to  benefit  the  general  body  of  creditors. 

3rdiy.     Where  the  debtor  has  committed  any  misdemeanor 
under  this  Act  or  Part  2  of  the  Debtors'  Act  1809. 

The  court  may  refuse  its  approval  in  any  of  the  following 
cases  : — 

Istly.  Where  the  debtor  has  not  kept  proper  books  oi 
account. 

2ndly.  Where  the  debtor  has  traded  after  knowing  him- 
self to  be  insolvent. 

Srdly.  Where  he  has  contracted  any  debt  without  reason- 
able expectation  of  being  able  to  pay. 

4thly.  Where  his  bankruptcy  has  been  caused  by  rash 
speculatioir  or  extravagant  living. 

5th ly.  If  the  debtor  has  frivolously  or  vexatiously 
defended  any  action. 

Cthly.    If  the  debtor  has  been  guilty  of  undue  preference. 
7th  ly.     If  the  debtor  has  previously  been  bankrupt  or 
compounded  with  his  creditors. 

8th ly.  If  he  has  been  guilty  of  any  fraud  or  fraudulent 
breach  of  trust. 

If  the  scheme  suceeds  in  running  the  gauntlet  of  the 
Official  Receiver's  report  upon  the  above  matters,  and  any 
)bjection8  which  may  be  urged  by  a  dissenting  minority  of 
ihe  creditors,  and  the  court  considers  the  terms  reasonable 
wnd  calculated  to  benefit  the  general  body  of  creditors,  then 
,he  seal  of  the  court  is  attached  to  a  document  embodying 
,he  terms  of  the  arrangement,  and  the  scheme  is  carried. 
If  default  be  made  in  carrying  out  the  terms  of  the  scheme, 
►r  it  be  proved  to  the  court  that  its  consent  was  obtained  by 
raucl,  the  court  annul  the  scheme  and  adjudge  the  debtor 
►ankrupt. 

If  the  scheme  be  not  approved  within  fourteen  days  from 
lie  conclusion  of  the  public  examination  (unless  the  court 
.Hows  additional  time),  if  the  creditors  do  not  accept  the 
chemc  at  the  first  meeting  or  adjournment  thereof,  or 
ef  use  to  confirm  it  at  the  second,  if  the  creditors  do  not 
aeet,  or  if  they  meet,  but  come  to  no  resolution,  or  if  they 
•ass  a  resolution  that  the  debtor  be  adjudged  bankrupt, 
hen  in  any  of  the  above  cases  the  court  will  adjudge  the 
ebtor  bankrupt,  and  his  property  becomes  vested  in  a  trustee. 
Provided,  however,  that  the  debtor  has  not  committed  any 
ct  of  which  the  court,  as  above  stated,  is  bound  to  refuse  its 
f>2>roval  to  a  scheme  of  composition,  he  may  still  hope  to 
lake  snch  an  arrangement  as  by  sec.  23,  it  is  provided  that 
lo  creditors  may  at  any  time  consider  a  proposal  for  a 
lionie  of  arrangement,  but  the  same  formalities  and  con- 
tioii^J  must  be  complied  with  as  in  the  attempt  to  carry  a 
home  at  the  first  meeting. 

i*resuming  that  a  scheme  has  been  proposed  or  has  not  been 
^rried,  and,  from  one  or  other  of  the  causes  before  named, 
o  debtor  has  been  adjudged  bankrupt,  the  creditors  may 


either  at  once  appoint  a  trustee  and  committee  of  inspection, 
or  they  may  appoint  the  conunittee  of  inspection,  and 
direct  them  to  appoint  the  trustee.  If  the  bankiuptcy  takes 
place  from  any  otJier  cause  than  in  consequence  of  a 
resolution  of  a  meeting  of  creditors,  the  Olhcial  Receiver  is  to 
call  a  meeting  for  the  purpose  of  appointing  a  trustee  forth- 
with. 

As  to  the  appointment  of  trustee,  the  Official  Receiver 
cannot  be  the  trustee  (except  in  the  spctial  cases  hereafter 
mentioned),  but  a  creditor  may.  He  must  give  security  to 
the  satisfaction  of  the  Hoard  of  Trade,  but  it  is  not  necessary 
that  security  1)0  given  in  sep.iriite  mutters,  as  the  trustee  may 
arrange  with  th(^  P.oard  of  Tra(U>  for  a  standing  security  to 
be  generally  available  fir  any  matter  in  which  he  may  ]>e  ap- 
pointed, either  as  s])«H'ial  inan;!i;<Tor  trustee,  and  the  amount 
may  be  increased  or  diniinif^iied  from  tinuj  to  tune  as  the 
Board  of  Trade  directs.  The  lioard  of  Tri  !e  in  ly  ohiect  to 
his  appointment  either  on  the  trionnd  thai  it  has  not  been 
made  ill  good  faith  hv  a  iiK'.iiitv  in  v.'Iiieof  tlie  creditors 
voting;  that  he  is  not  a  lit  pciMai  to  act  as  trustee,  or  that 
he  is  so  related  to  the  bankrupt,  or  his  estate,  or  to  some 
particular  creditor,  that  it  is  ditiicult  for  him  to  act  impar- 
tially or  in  the  interests  of  the  creditors  generally.  It  is 
also  provided  that  it  shall  be  a  suJticient  ohjeetion  to  his 
appointment  if  he  has  not  complied  with  any  order  of  the 
Board  of  Trade  made  undi  r  see.  ICrl,  v.'hidi  section  relates 
to  the  payment  over  of  unclaimed  moiiiis  in  the  ban  is  of 
trustees  under  this,  or  the  older  acts,  and  of  the  rendering 
of  accounts  of  such  old  trusteeships  to  tiie  Board  of  Trade. 
A  majority  of  the  creditors  (that  is  the  same  proportion  as 
appointed  the  trustee)  may,  however,  retpiire  tlie  Board  of 
Trade  to  submit  its  objection  for  revi.don  by  the  High 
Court,  and  any  creditor  and  the  person  objected  to  may  be 
heard  in  support  of  the  a})}K)ininieiit. 

The  committee  of  inspection  is  to  bo  appointed  from 
among  the  persons  (either  creditors  or ^^encral  proxy  holders) 
qualified  to  vote,  and  is  to  consist  of  not  less  than  three, 
nor  more  than  five,  persons.  The  election  is  by  ordinary 
resolution,  and,  as  above  stated,  the  creditors  may,  if  they 
choose,  leave  to  them  the  appointment  of  the  trustee.  The 
necessary  quorum  is  a  majority  of  the  whole  committee^ 
The  control  which  they  are  to  exercise  over  the  trustee's 
administration  I  shall  refer  to  under  the  next  heading. 

We  now  come  to  the  fourth  division,  viz.,  the  general 
administration  of  the  estate  after  the  appointment  of  trustee. 

First,  as  to  the  trustee  himself  and  his  duties,  we  will 
assume  that  he  has  satisfied  the  Board  of  Trade  and  obtained 
from  them  a  certificate  of  his  a]ipointinent ;  that  he  has  had 
an  interview  with  the  Ollicial  Keceiver  and  obtained  from 
him,  as  provided  in  the  rules,  all  the  information  which  he 
is  able  to  communicate  with  regard  to  the  bankrupt  or  his 
affairs,  and  has  been  duly  put  into  possession  of  all  the 
property  which  was  in  the  hands  of  the  Ouicial  Receiver 
from  whom  he  is  also  entitled  to  require  an  account  of  his 
receipts  and  payments.  He  now  proceeds  to  administer  the 
bankrupt's  estate,  and  one  of  the  first  points  for  him  to  con- 
sider is,  how  far  he  is  entitled  to  act  upon  his  own  respon- 
sibiUty,  and  for  which  actions  he  requires  the  authority  of 
his  committee  of  inspection.  If  there  bo  no  committee  of 
inspection  any  direction  or  sanction  required  from  them 
must  be  obtained  from  the  Ofiicial  Receiver,  or,  if  the  Board 
of  Trade  so  direct,  from  themselves.  The  matters  which  a 
trustee  may  do  upon  his  own  responsibility  are  : 

Sell  any  part  of  the  bankrupt's  property  (including  good- 
will and  book  debts)  by  public  auction  or  private  con- 
tract. 

Give  effectual  receipts  for  money,  execute  deeds  and 
powers  of  attorney  and  sundry  other  formal  matters. 

But  he  requires  the  permission  of  the  committee  of  in- 
spection for  any  of  the  following  acts  : — 

Carrying  on  the  bankrupt's  business  for  winding  up  pur- 
poses : 

Bringing  or  defending  any  action  or  legal  proceedings ; 
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Employing  a  solicitor  or  other  agent : 

Accepting  postponed  payments  for  any  property  he  has 
sold: 

Mortgaging  or  pledging  any  of  the  property  : 

Referring  any  dispute  to  arbitration  : 

Compromising  any  debts  due  to  or  any  claims  due  from 
the  estate  : 

Dividing  any  property  not  readily  realizable  in  kind: 

It  is  specially  to  be  noted  that  the  trustee  cannot  take  a 
general  authority  to  do  all  or  any  of  the  above  acts,  but 
must  obtain  a  separate,  particular,  and  specific  authority 
for  each  act  in  each  particular  case  as  it  arises. 

The  Committee's  consent  is  also  required  for  the  employ- 
ment of  the  bankrupt  as  manager  of  any  portion  of  the  pro- 
perty, and  for  the  payment  to  him  of  any  remuneration  or 
maintenance  allowance. 

The  provisions  requiring  their  consent  for  the  compromis- 
ing of  debts  is  unqualified,  and,  therefere,  seems  to  apply  to 
all  debts,  however  small  their  amount,  but  I  suppose  that  in 
practice  some  way  will  be  found  for  relieving  a  trustee  from 
the  obligation  to  obtain  the  sanction  of  his  committee,  dT 
of  the  Official  Receiver  before  he  can  compromise,  say,  debts 
of  a  few  shillings,  such  as  the  list  of  debts  mainly  consists 
of  in  cases  of  bankrupt  retail  traders  dealing  with  small 
people  accustomed  to  pay  by  weekly  instalments  often 
extending  over  a  long  period. 

In  the  absence  of  any  resolution  of  the  committee  appoint- 
ing the  times  at  which  they  are  to  meet,  the  trustee  is  bound 
to  call  them  together  at  least  once  a  month.  As  this  is  an 
onerous,  and  in  the  large  majority  of  bankruptcies  an 
unnecessary  provision,  a  trustee  will  take  special  care  to 
obtain  at  the  first  meeting  of  the  committee  a  resolution 
fixing  their  times  of  meeting.  As  the  trustee's  accounts 
have  to  be  certified  by  them  once  every  three  months  they 
must  meet  at  least  thus  often,  and,  excepting  special  matters, 
the  same  meetings  will,  no  doubt,  be  found  sufficient  for 
other  business. 

One  of  the  first  duties  of  a  trustee  will  be  the  disclaimer 
of  any  onerous  property  belonging  to  the  bankrupt's  estate, 
and  the  following  are  the  provisions  relating  thereto.  Oner- 
ous property  may  be  land  burdened  with  onerous  covenants, 
shares  '  in  companies  constituting  probable  liabilities, 
miprofi table  contracts,  or  any  other  property  not  readily 
saleable  or  binding  its  posse&sor  to  the  performance  of  any 
onerous  act,  or  to  the  payment  of  money.  The  disclaimer 
may  be  made,  notwithstanding  that  the  trustee  has  taken 
possession,  endeavoured  to  sell,  or  exercised  any  other  acts 
of  ownership.  It  must  be  made  in  writing,  but  no  form  is 
given  except  in  the  case  of  the  property  being  a  lease  with 
regard  to  which  there  are  some  sx^ecial  provisions  which  I 
shall  refer  to  later  on.  It  must  be  made  witiiin  3  months 
after  the  trustee's  appointment,  unless  the  property  did  not 
come  within  the  trustee's  knowledge  during  the  first  month 
of  his  appointment,  in  which  case  he  may  disclaim  at  any 
time  within  two  months  after  becoming  aware  of  it.  The 
effect  of  the  disclaimer  is  to  determine  the  rights,  intercuts, 
and  liabilities  of  the  bankrupt  in  the  property  from  the  date 
of  the  disclaimer,  and  to  relieve  the  trustee  from  any  personal 
liability  from  the  date  when  the  property  vested  in  him, 
that  is  to  say  from  any  liability  whatever.  Any  person  pre- 
judiced by  the  disclaimer  of  property  may  have  the  extent 
of  his  damages  fixed,  in  the  case  of  a  contract  by  the  Court 
and  in  the  case  of  any  other  property  by  the  trustee,  with  a 
right  of  appeal  to  the  Court,  and  may  prove  upon  the  estate 
for  the  amount.  The  trustee's  right  to  disclaim  may  be 
barred  by  giving  him  notice  to  elect  whether  he  will  disclaim 
or  not,  and  if  he  makes  no  election  within  28  days  he  can- 
not afterwards  do  so;  and  if  the  property  be  a  contract  he  is 
deemed  to  have  adopted  it.  Before  disclaiming  a  lease  it  is 
necessary  for  the  trustee  to  give  the  lessor  notice  of  his 
intention  to  do  so,  and  the  lessor  may,  within  seven  days, 
give  the  trustee  notice  that  he  requires  him  first  to  obtain 
the  leave  of  the  Court.    An  exception,  however,  is  made  in 


the  cases  of  the  following  leases  which  may  be  disclakrl 
without  such  notice  to  the  lessor. 

Where  the  bankrupt  has  not  sub-let  or  assigned  the  lei* 
or  created  any  mortgage  or  charge  thereon. 

Where  the  property  is  assessed  to  the  poor  rate  a:  ]& 
than  £20  per  annum. 

Where  the  bankrupt's  estate  is  being  administered  itv: 
an  administration  order  (to  be  hereafter  refemd  U' 

The  object  of  giving  a  lessor  the  right  of  referring  'x' 
matter  to  the  Court  is  to  take  its  directions  as  bet^reen  t-. 
lessor  and  the  trustee  as  to  the  disposal  of  fixtures,  iencj.:- 
improvements,  and  similar  matters,  which  the  Court  l.i-  3 
discretionary  power  of  dealing  with,  and  also  to  seciiK  tL:: 
proper  notice  be  given  to  any  other  persons  such  as  ilj."- 
gagees  or  sub-lessees  who  may  be  interested  in  the  leafo. 

If  the  trustee  proposes  (having  obtained  the  sanct  on  _ 
the  Committee  of  Insi>ection)  to  carry  on  the  trade  d  \u 
debtor  for  the  purpose  of  better  realization,  or  if  the  bal-  . 
in  hand  is  likely  to  be  large,  the  Committee  of  iLspe::. 
may  apply  to  the  Board  of  Trade  for  authority  to  ke€p  l 
estate  account  with  a  local  bank  which  they  may  stlect.  ic. 
the  trustee  must  then  pay  all  monies  to  the  credit  of  >::: 
account.    If  no  local  bank  account  is  opened  the  tin-ttt  - 
bound  to  pay  all  monies  into  the  Bank  of  £nglarid,  &ni  .^ 
keeps  more  than  £50  in  his  hajids  for  more  than  IJ  ". 
(except  with  the  special  authority  of  the  Board  of  Triit 
may  be  charged  20  per  cent,  interest ;  forfeit  his  reuii.-:. 
tion,  and  be  displaced  by  the  Board. 
.  One  of  the  matters  which  it  is  a  trustee's  duty  to  erq' 
into  is  the  nature  of  any  settlements  which  may  have  ' 
made  by  the  debtor,  and  the  following  are  the  provision^ :-: ' 
their  validity.    A  settlement  is  good  as  against  the  trj<.-. 

If  made  before,  and  in  consideration  of  marriage. 

If  made  in  favour  of  a  purchaser  or  incumbrancer  >. : 
faith  and  for  valuable  consideration. 

If  made  after  marriage  out  of  property  accruing  in '  '- 
of  the  wife,  and  the  settlement  is  for  the  beiie:' 
the  wife  or  children. 

All  other    settlements   are  void    unconditionally  ii  - 
debtor  becomes  bankrupt  within  two  years  thereait-rr.  ' 
are  void  if  he  becomes  bankrupt  within  10  years  tner..: 
unless  the  parties  claiming  can  prove  two  things:  Fi^^t. - 
the  settlor  was  able  to  pay  his  debts  at  the  time  of  m^- 
the  settlement  without  the  aid  of  the  settled  propenv. 
secondly,  that  the  interest  in  the  property  actually  p^'> 
the  trustee  of  the  settlement  on  its  execution.    la  ■ 
provision  therefore  makes  dangerous  a  not  uncomiacr  " 
tice  after  executing  a  settlement  of  leaving  the  stt:.  ' 
manage  thei)roperty  and  receive  the  income  as  if  n"»-- 
ment  whatever  existed. 

It  is  the  trustee's  duty  to  examine  all  proofs  re-O; 
him,  and  admit  or  reject  them  in  writing  within  U  •- 
their  receipt,   and   any   application   to    vary  tho  ::  - 
decision  must   be  made  within   21  days,    or   th'^  it-- 
decision  becomes  indisputable.     As  the  Olhcial  P*^:  . 
entitled  for  this  purpose  to  act  as  trustee,  it  i«i  not  a.;  ■ 
for  a  trustee,  upon  his  appointment,  to  re-exam ii.e  r 
which  have  passed   through   his   hand.'?,    unless  of  « 
he   has    grounds    for    believing  that    any  proof   hi-^ 
improperly  admitted,  in  which  case  he  may  apply  v-  " 
court  (after  notice  to  the  creditor)  to    expunge  or  r 
the  proof,  and  he  may  take   the   same  course  ^vit-ir- 
to   any   proof  admitted   by   himself    on     reeeivin.t:  :• 
information  with  regard  to  it.   Every  proof  i?  to  liV.'.r  - 
stamp,    and   be  accompanied   by   a   detailed  stAti**:!' 
account  showing  how   the    claim    is    made    up.    it 
specify   the  vouchers,   if   any,   by    which    the    c1:i:l' 
be  substantiated,  and    the   trustee   may    call  fcr  :.'--^ 
any  time.     A  creditor  is  bound  to  deduct  all  trade  di- 
except  any  cash  discount  not  exceeding  6  per  cent.    I 
already  referred  under  the   heading    relating  to  :.- 
meeting  to  the  rules  to  be  observed  by  a  secured  cn^it ' 
making  his  proof,   but  there  are  some  farther  prc^K 
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relating  to  the  proof  of  a  secured  creditor  to  be  made  use  of 
by  a  trustee.  If  he  (the  trustee)  be  dissatisfied  with  the 
amount  of  the  valuation,  and  yet  not  prepared  to  run  the 
risk  of  redeeming  the  security  either  at  the  increase  of  20 
per  cent,  or  (if  entitled  so  to  do)  oven  at  the  bare  amount  of 
the  valuation  he  may  require  the  property  to  be  offered  for 
sale  on  terms  to  be  agreed  upon  with  the  creditor,  or  if  the 
creditor  won't  agree,  the  trustee  may  ask  the  Court  to  fix  the 
terms.  A  creditor  may  bar  the  right  of  the  trustee  to  a  sale 
by  serving  him  with  notice  to  elect  whether  he  will  either 
redeem  or  require  a  sale,  and  if  the  trustee  does  neither, 
within  six  months,  then  the  security  becomes  the  absolute 
property  of  the  creditor  at  the  amount  of  the  valuation  in 
his  proof,  and  the  equity  of  redemption  passes  from  the 
trustee  and  vests  in  him.  If  a  creditor  does  not  value  his 
security,  he  is  excluded  from  dividend,  and  the  trustee 
may  divide  the  funds  in  hand  without  regard  to  any  claim 
he  may  have.  All  proofs  of  debt  received  are  to  be  filed  on 
the  first  of  the  following  month,  with  a  list  distinguishing 
proofs  admitted,  rejected,  and  still  under  consideration. 

A  provision  worth  remembering  (which  existed  in  the  old 
act,  but  does  not  seem  always  to  have  been  acted  upon)  is 
that  all  documents,  even  down  to  ordinary  receipts  for 
money,  are  exempt  from  the  Inland  Kevenuo  Stamp  Duty, 
and  it  is  not  therefore  necessary  for  a  trustee  to  stamp  any 
receipt  given  by  him,  even  when  carrying  on  the  debtor's 
trade. 

In  calling  an  ordinary  meeting  of  creditors  the  notices  are 
to  be  sent  but  three  days,  at  least,  before  the  meeting,  and 
the  quorum  for  a  meeting  is  three,  or  the  whole  of  the 
creditors,  if  their  number  does  not  exceed  three.  A  meeting, 
however,  at  which  there  is  no*quorum  present  (even  if  it  be 
the  first  meeting),  may  elect  a  chairman,  receive  proofs  of 
debt,  and  adjourn,  but  is  not  competent  to  act  for  any  other 
purpose. 

Tne  provisions  with  regard  to  the  declaration  of  dividends 
are  as  follows  : — If  the  trustee  does  not  declare  a  dividend 
within  four  months  of  the  first  meeting  of  creditors,  he 
must  satisfy  the  committee  of  inspection  that  there  is 
sufficient  reason  for  his  not  having  done  so,  and  it  will,  of 
course,  be  advisable  for  him  to  record  the  fact  upon  the 
minutes.  Subsequent  dividends  are  to  be  declared  at  intervals 
of  pot  more  than  six  months.  Not  more  than  two  months, 
nor  less  than  twenty-one  days  beforehand,  the  trustee  is  to 
send  notice  of  his  intention  to  declare  a  dividend  to  the 
Board  of  Trade  that  it  may  be  gazetted,  and  to  every 
creditor  who  has  not  proved.  The  notice  to  the  creditors 
who  have  not  proved  must  state  the  time  ^not  being  less 
than  seven  days  from  the  date  of  the  notice)  within  which 
they  can  lodge  their  proofs,  so  as  to  avoid  exclusion  from 
the  dividend,  and  the  trustee  is  not  here  allowed  fourteen 
days  in  which  to  consider  the  proofs,  but  it  is  his  duty  to 
permit  or  reject  them  immediately.  If  within  seven  days  of 
a  notice  of  rejection  a  creditor  has  given  notice  of  appeal, 
the  trustee  must  reserve  in  paying  the  dividend  sufficient  to 
provide  for  his  claim  in  case  he  succeeds  in  his  appeal. 
Notice  of  the  dividend  having  been  declared  is  also  sent  to 
the  Board  of  Trade  to  be  gazetted.  The  dividend  notice  to 
the  creditors  who  have  proved  is  to  be  accompanied  by  a 
statement  showing  the  position  of  the  estate.  Before  the 
declaration  of  the  final  dividend — if  there  be  any  claim 
still  outstanding  of  which  the  trustee  has  notice,  but  which 
the  claimants  have  not  established — the  trustee  may  serve 
them  with  notice  that  if  within  a  time  to  be  named  by  him 
they  do  not  establish  their  claims,  they  will  be  excluded  from 
dividend  altogether,  and  if  they  do  not  in  the  meantime 
establish  their  claims,  or  apply  to  the  Court  for  further  time, 
the  trustee  is  to  divide  the  estate  without  any  regard  to  them. 
It  must  be  borne  in  mii.d  that  these  facilities  for  clearing 
up  claims  apply  to  the  cases  of  secured  creditors.  Any 
dividends  unclaimed  from  the  trustee  for  a  period  of  six 
months,  and  any  undivided  balance  remaining  in  his  hands 
on  final  division  of  the  estate,  must  be  paid  by  him  into  the 


Bank  of  England  to  the  credit  of  an  account  called  the 
Bankruptcy  Estates  Account.  The  process  is  to  send  a  list 
of  such  dividends  to  the  Board  of  Trade,  with  an  application 
for  an  order  to  the  Bank  of  England  to  receive  the  amount. 
This  order  is  called  a  paying  in  order.  Any  person  after- 
wards claiming  any  such  dividend  will  have  to  obtain  the 
amount  by  application  to  the  Board  of  Trade,  and  such 
application  must  bear  a  2s.  6d.  stamp. 

The  accounts  to  be  kept  by  a  trustee  are  the  record  book, 
(a  kind  of  minute  book  containing  a  full  account  of  all  pro- 
ceedings at  meetings  of  creditors  or  of  the  committee  of 
inspection),  and  a  cash  book,  and  these  two  books  are  to  be 
submitted  to  the  committee  at  least  every  three  months, 
when  they  are  to  give  a  certificate  upon  the  cash  book  that 
they  have  examined  it  with  the  vouchers,  and  to  the  best  of 
their  belief  it  is  a  full,  true,  add  complete  account.  A  copy 
of  the  cash  book  in  duplicate  (one  of  which  duplicate  copies 
is  to  bear  stamps  to  the  value  1  per  cent,  upon  the  assets 
realized)  verified  by  affidavit,  is  to  be  sent  to  the  Board  of 
Trade  for  audit  every  six  months,  and  with  the  first  account 
the  trustee  is  to  send  a  copy  of  the  statement  of  afifairs. 
When  a  trustee  is  carrying  on  the  debtor's  trade  he  is  to 
keep  a  separate  cash  book,  and  enter  the  weekly  totals  of 
receipts  and  payments  only  in  the  cash  book  which  has  to 
be  forwarded  to  the  Board  of  Trade.  Once  a  month  the 
trade  account  is  to  be  verified  by  the  trustee's  affidavit,  and 
one  of  the  committee  of  inspection  (to  be  appointed  by  them- 
selves) is  to  audit  it.  The  trustee  is  bound  to  supply  any 
creditor  with  a  copy  of  his  accounts  or  of  the  list  of  creditors 
on  his  paying  for  them  at  the  rate  of  3d.  per  folio  of  72 
words. 

The  trustee's  remuneration  may  be  fixed  by  a  meeting  of 
creditors  by  ordinary  resolution,  or  they  may  leave  it  to  the 
committee  of  inspection.  The  resolution  must  express 
what  expenses  the  remuneration  is  to  cover.  The  remunera- 
tion must  be  in  the  form  of  a  twofold  committee,  being  so 
much  per  cent,  upon  the  amount  realized,  and  so  much  per 
cent,  upon  the  amount  distributed  in  dividend.  The  rate 
per  cent,  upon  the  amount  realized  is  not,  however,  to 
exceed  the  rate  per  cent,  upon  the  amount  distributed  as 
dividend.  If  one  fourth  in  number  of  the  creditors,  or  the 
bankrupt  himself,  appeal  to  the  Board  of  Trade,  the  Board 
may  fix  the  remuneration.  The  best  course  for  a  trustee  to 
take  is,  it  seems  to  me,  to  obtain  a  resolution  of  creditors, 
leaving  the  matter  in  the  hands  of  the  committee  of  inspec- 
tion, as  they  are  better  acquainted  with  the  work  accom- 
plished, and  to  obtain  their  resolution  fixing  his  percentages 
at  so  much  each,  exclusive  of  expenses  out  of  pocket.  The 
latter,  from  the  number  of  forms  to  be  complied  with,  fees  to 
be  paid,  and  of  notices  to  be  sent  out.  will  be  no  inconsider- 
able proportion  of  his  costs,  and  it  is  a  portion  not  folly 
appreciated  by  creditors.  If  the  creditors  pass  no  resolution 
it  rests  with  the  taxing  master  to  fix  the  remuneration  of 
the  trustee.  The  trustee  is  bound  not  to  pay  any  charges  of 
solicitors,  managers,  accountants,  auctioneers,  brokers,  or 
other  persons,  without  the  taxing  master's  allocatur,  but 
his  own  charges  when  fixed  by  resolution  of  creditors  or 
committee  of  inspection,  are  exempt  from  review  by  the 
taxing  master,  thus  disposing  of  a  question  raised  by  the 
registrars  of  some  county  courts  under  the  old  act. 

If  a  trustee  wishes  to  resign,  or  has  concluded  the  realiza- 
tion of  the  estate,  he  has  to  apply  to  the  Board  of  Trade, 
who,  after  obtaining  a  report  from  these  officials  upon  his 
accounts,  will,  if  satisfied,  grant  him  his  release.  In  the 
case  of  resignation,  however,  he  has  first  to  call  a  meeting  of 
creditors  and  obtain  their  sanction. 

I  cannot  give  you  in  detail  all  the  provisions  affecting  the 
trustee,  but  there  are  one  or  two  more  points  I  should  like 
to  direct  your  attention  to.  He  has  the  power  of  taking 
part  in  the  public  examination  of  the  bankrupt,  presuming 
that  it  is  not  concluded  before  his  appointment.  He  maj 
require  the  bankrupt  to  assist  him  to  the  utmost  of  his 
power  in  any  reasonable  way,  even  after  bis  discharge,  afid 
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(with  the  consent  of  the  committee  of  in<p«^ction)  may  cmplr>y 
nim  to  superintend  tlie  inanagemont  of  any  p  irt  of  tlio  pro- 
perty ana  n-iuuucrate  him  aecordin-ly.  AKo,  with  tlie 
consent  of  tlio  conHiiittce  of  insiH-c-tion,  lie  may  make  him  an 
allo\\ance  for  maintenance.  It  cltvolvcs  iipcn  liim  (subject 
to  an  appeal  to  the  court),  to  a-s<>ss  tho  amouTit  of  any 
creditor's  chiim  for  dnma-es,  (or  simi!  r  Tnli(jMil'\{:ed  claim) 
for  the  purpose  of  tlio  creditor's  jiroof.  a  :  1  he  lia-,  the  })o\ver 
to  return  to  any  apprentice  or  ariieh  d  cUrk,  as  a  prtferen- 
tial  payment,  a  proportionate  part  of  any  premium  i)aid  by 
him. 

Now,  fifthly.     Some  of  the  provisions  rcf^.n-din'^  the  debtor 
or  bankrupt.     He  is  bound  to  attend  any  mcrtiuf;  of  his 
creditors  to  which   ho  may  be  summoiKMl,  and  submit  to 
examination  thereat  in  addition  to  the  pubHc  examination. 
He   is  bound  to   wait  upon  the   ollicial    receiver,    special 
manager,  or  trustee,  at  all  reasonable  times,  and  to  aid  in  the 
realization  of  his  property  to  the  utmost  of  his  power.     In 
default  he  may  be  punished  for  contempt  of  court.     While 
undischarged  he  must  not  obtain  credit  to   the  extent  of 
£20  from  any  person,  without  informing  them  that  he  is  an 
undischarged  bankrupt,  or  he  may  be  punished  as  for  a  mis- 
demeanour under  the  Debtor's  Act,  1S(>.^.     He  is  disqualifi'nl 
from  acting  as  a  member  of  tlic  House  of  Lords  or  Commons, 
as  a  justice  of  the   peace,   mayor,   ahkrman,    councillor, 
guardian,  or  overseer,  as  a  member  of  a  sanitary  authority, 
school  board,  highway  boanl,  burial  board  or  select  vestry,  as 
a  member  of  a  committee  of  in^j)eftion.  or  (lowest  depth  of 
all)  as  trustee  for  a  fellow  bankrupt.    Tlie  above  disqualifica- 
tions are  permanent  unless  his  bankruptcy   be   amiulled,  or 
he  obtains   from  the   court   his   discharge   with  a  special 
certificate  to  the  effect  that  his  bankrui)tey  was  caused  by 
misfortune  without  any  misconduct  on  his  part.     It  will  be 
interesting  to  know  the  percentage  of  bankrupts  who  succeed 
in  obtahiing  this  '*  Order  of  Merit."     If  a  bankrupt  does  not 
succeed  in  obtaining  the  special  certificate,  he  may,  however, 
pass  (if  tho  court  so  ])lea-es),  *'  second  cla.ss  "  by  obtaining 
what  is  termed  a  qualified  discharge,  whiih  is  at  tho  discre- 
tion of  the  court,  and  may  be  givtn  to  such  bankrupts  as 
have  not  been  guilty  of  luiy  more  serious  olTence  than  would 
justify    tho    court    in    ref'using  to   sniu^tion   a  scheme   of 
arrangement.     Tho    discharge   mu^t,   however,   be    refused 
altogether  where  ho  has  bei  n  guilty  of  any  mislcmeanour 
under  this  act  or  part  2  of  tlio   l>jl)tor's'Act,  LSCO.     One 
of  tho   condition.^  of  tho  qualifn-l  discharge   may  be  that 
his  trustee  be  allowed  to  enter  ju  l-nicnt   for  the   unpaid 
balance   of   his   del)t.3,   but   execution   thcn^under  will   not 
be    allowed    to    is.,ue    with  >ut    leave    of    the   court.       PIc 
might  thus  be  called  upon  at  any  time  afu-rwards  if  to  tho 
court   ho   api.carod    to    \y^   duiiig   a  11  );iri.>hing    business   to 
make  good  the  balance  of  ili-s.  in  the  t,  to  his  oil  creditors, 
and,  the  more  effect ii -illy  to  .^crve  tlii:,  ]);ir;)u--%  lio  is  bound, 
not  less  than  once  a  wt.  to  li.e  in  (M.irl  a  Ktat(  m-uit  show- 
ing the  })aiticMl. a.;  i.f  any  p:.n.  rty  or  in<-ome   he  may  have 
acquired  -uh-^t  (iiu-nt  to  hi-,  d;  ,  'h;ii..;o,  if  di.^  •har,;e  it   can  be 
considered.       '1  he   proce  s   for   o-t  lining   t)ie    discharge   is 
similar  to  tliat  ftrr  cl.t.uning  the  coiirt'-;  s.jnetion  to  a  sclieino 
of  arrangiiULJit,  whi  h  c.uL.(  s  the  discharge  v.ith   it.     The 
debtor  apph.'s  and  tin*  co  :rt  anpoints  a  day  ior  the  hearing, 
the  application  h  ,..  to  be  g.i/elted  and  1 1  davs'  notice  sent  to 
each  creditor,  the  court  IS  to  re^Mi\o  a  similar  report  from 
tho   oflirial    n-ccivrr  upo!i  the  debtor's  con  luct  and  affairs, 
and  the  oiTicial  r-ceiver,  the  tr-i«-tee,  and  any  creditor  may 
appear  and  op^i^se  th.;  gianting  of  the  order. 

2sowastotlio  sixth  h.  .^1.  "As  to  the  ailministration  of 
tho  estates  of  de.-ra.el  p-i  isons.  This  is  an  innovation  in 
Bankruptcy  Law,  siu  h  estates  having  hitherto  been 
administered  by  tlie  Court  of  Chancery.  Any  creditor  wlio.-.e 
debt  exceeds  i.V)  may  pre  ent  tho  petit  ion,' which  must  be 
served  on  each  cxLcutor  who  has  pioved  the  will,  or  on  tlie 
person  who  has  taken  out  letters  of  administration.  No 
order  is,  however,  to  be  made  thereon  within  two  months 
from  the  grant  of  the  probate  or  letters  of  administration,  of 


course  for  the  purjxjso  of  ascertaining  exactly  whether  the 
e^t;\to  really  be  insolvent  or  what  its  position  is.  T'-e 
(Mli'ial  Keceiver  is  to  be  the  trustee,  and  to  administer  tht 
estate  in  accordance  with  the  provision.s  of  this  Act  so  far  a^ 
th"V  are  a]^plicable.  If  proceedings  have  already  been  co- 
menced  in  chancory  they  maybe  trajisfcrred  on  the  app.:- v 
tion  of  any  creditor.  The  Official  J  Receiver  may  pay  ii.l 
))roper  funeral  and  testamentary  expenses  as  preferenf-i. 
debts,  Kxecutors  should  particularly  observe  that  notice  >A 
the  pres(Uitation  of  a  petition  is  to  have  the  effect  of  not.ce 
of  an  Act  of  I3ankriii)tcy  and  therefore  they  must  make  nj» 
payments,  nor  transfer  any  property  after  receiving  <].!i 
notice  unless  they  are  prepared  to  be  personally  respou;!.  ^-j 
for  the  amount. 

Now  lastly,  as  to  summary  and  administration  order?. 
The  first  of  these  orders  is  intended  to  be  made  in  ih.i-? 
cases  where  the  assets  are  nil,  or  small  in  amount,  ar.i 
the  second  in  cases  (which  a  bankruptcy  court  has  n  t 
hitherto  been  competent  to  take  account  of)  where  t-c 
liabilities  are  under  toO.  An  order  for  summary  admini-rr*- 
tion  may  be  made  in  any  case  where  tho  assets  are  proUi.: !} 
under  .tJOO,  and  in  that  case  the  Official  Receiver  is  t:  t- 
tho  trustee,  and  a  committee  of  inspection  is  dispensed  «i:-:. 
For  economy  also  no  advertisements  in  tho  local  paper  •::• 
necessary,  there  is  to  be  only  one  meeting  of  creditors,  eyxiy. 
for  the  purpo.se  of  continning  a  scheme  of  arrangement,  aiit 
tho  estate,  if  possible,  is  to  be  distributed  by  a  ^iu-^ 
dividend.  The  creditors  may,  however,  at  any  tinic  :r 
special  resolution  appoint  their  own  trustee  to  superselo  t: 
Official  Keceiver,  but  this  operates  as  a  cancellation  of  ;.'  • 
summary  order,  and  the  bankruptcy  has  to  proceed  in  th: 
ordinary  way. 

An  administration  order  is  for  the  purpose  of  extenlj.: 
the  benetit  of  bankruptcy  to  tho  class  of  small  debtors  ^.. 
arc  the  habitual  frequenters  of  tlie  county  courts.  \Vh*=r"i 
judgment  of  tho  county  court  has  been  obtained  again-:  5 
debtor,  and  he  is  unable  to  pay  forthwith  and  alleges  that  1:  ^ 
total  indebtedness  does  not  exceed  .€50,  tho  court  may  make  an 
order  that  on  his  paying  into  court  sufficient  to  prov-cv  - 
compo.sition  of  so  much  in  the  pound  he  shall  be  <li5ch^r.  - 
from  liis  liabilities,  and  during  the  continuance  of  the  o"  .-r 
no  creditor  who  has  been  scheduled  shall  have  any  rerirjy 
against  tho  debtor  except  by  the  leave  of  the  court.  A:  7 
person  beeoming  a  creditor  of  tho  debtor  during  the  t  :- 
tin  nance  of  the  procecidings  may  be  scheduled  among  !-? 
creditors,  but  is  not  to  be  entitled  to  any  dividend  nntd  :1- 
original  creditors  have  received  their  allotted  ainount5.  I: 
the  debtor  appear  to  have  any  property  worth  €10,  over  :j  - 
ab,)ve  the  .tiiO  worth  of  wearing  apparel,  bedding,  and  t^  • 
to  whicli  every  bankrupt  is  entitled,  any  creditor  may  ;.'•:  " 
to  tho  registrar  to  issue  an  execution,  and  so  take  the  pr^.':*- ." 
out  of  the  debtor's  hands  and  realize  it  for  the  benefit  ci 
creditors. 

In  offering  you  this  rouc^li  sketch  of  the  provisions  of  t 
I'l'ukruptey  Act,   iJ^SrJ,   I  feel  that  it  is  necos'sarily  un--  ^  ^ 
fj.etory   for  double   and  opposite  reasons.     Had  time  ] 
mitted  a  greit  deal  of  detail   which  I  have  omitted   n  :.  ' 
have  been  interesting  to  some  of  you,  and  on  the  other  h 
a  great  dc  al  of  what  I  have  included  is  already  fami'ta:  : 
many  of  you.     As  to  how  tho  provisions  of  the  act  wi'.l  v- 
I  do  not  feci  competent  to  ex])re.^s  an  opinion,   but   ii  " 
occur  to  everyone  that  many  of  them   (as,  for  instan'T'-'.  ' 
supidying  of  a  detailed  deficiency  account  in  the  statCL.- 
of  jiffiirs,  the  obtaining  the  sanction  of  the  comraittv 
i!ispeet.on,  or  the  Ollicial  Receiver  before  compromisir-    ' 
dt>ht,  however  small,  due  to  the  estate,  or  any  claim  ui  *.t.  . 
and  some  others  of  tho  obligations  thrown  upon  the   c  ' 
mitt^o  of  ins]>cction)   will   be  difficult   of|  fulfilmerit.     -- 
doubt  a  remedy  for  many  apparent  difficulties  will  be  f ru. 
m  practice,  and  I  think  wo  may  safely  assert  that  the  :>>'  - 
an  improvement  upon  the  Bankruptcy  Act  1869,  and  - 
prevent  many  abuses  which  existed  under  it,     Althou*:?. 
docs  not  at  present  appear  as  if  it  were  to  be  'worked 
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Teiy  liberal  regard  to  the  interests  of  our  own  profession,  yet 
apart  from  that  we  may  perhaps  find  that  the  increased 
difficulties  placed  in  the  way  of  fraudulent  bankrupts, 
reckless  tramng,  and  insufficient  bookkeeping  (or  no  book- 
keeping at  all)  will  not  fail  (in  the  degree  to  which  it  benefits 
trade)  to  benefit  our  profession  also,  which  after  all  exists 
more  for  the  service  of  sound  trading,  and  the  healthy  parts 
of  which  must  flourish  more  in  prosperous  times  than  in 
times  of  commercial  discredit  and  loss. 
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DEEDS  OF  ASSIGNMENT  AND  COMPOSITIONS. 


By  Mb.  W.  A.  Baikes,  Barrister-at-law. 

L_ 

At  an  ordinary  meeting  of  the  members  of  this  Society 
held  at  Masons  Hall  Tavern,  on  Tuesday  evening,  10th 
inst.,  with  Mr.  John  Bath,  F.C.A.,  in  the  chair,  Mr.  W.  A. 
Raikes,  Barrister-at-law,  delivered  the  following  lecture : — 

The  subject  of  compositions  under  the  Bankruptcy  Act  of 
1883,  considered  in  conjunction  with  deeds  of  assignment  or 
trust  deeds,  or  creditors'  deeds,  as  they  are  also  sometimes 
called,  and  composition  deeds  entered  into  between  debtors 
and  their  creditors  without  the  intervention  of  the  court,  is 
a  subject  of  considerable  interest  at  the  present  time,  when 
the  new  Bankruptcy  Act  has  been  only  in  force  a  few 
months,  and  when  it  seems  to  be  the  opinion  of  mivny  who 
should  be  the  most  competent  judges,  that  trust  deeds  and 
compositions  deeds,  which,  were  in  common  use  before  the 
Bankruptcy  Act  of  1809,  came  into  operation,  will  again 
come  into  general  use. 

These  deeds,  although,  still  employed  under  the  Bank- 
ruptcty  Act  of  1869,  were  used  to  a  much  greater  extent 
than  they  had  been  under  the  preceding  Bankruptcy  Acts 
of  1849  and  1861,  ovring  to  the  fact  that  the  two  important 
provisions  contained  in  section  125  and  126,  of  the  Bank- 
ruptcy Act  of  1869,  as  to  liquidation  by  arrangement  and 
compositions  with  creditors  without  proceedings  in  bank- 
ruptcy, and  which  were  largely  resorted  to  while  that  Act 
was  in  force,  rendered  such  deeds  to  a  great  extent  unneces- 
sary. According  to  the  report  of  the  Controller  in  Bank- 
ruptcy, there  were  in  18H0,  995  Bankruptcies,  3,757  Com- 
positions, 5,546  Liquidations  by  Arran^^ement.  As,  how- 
ever, tlicse  provisions  have  been  repealed  by  the  present 
Act,  which  expressly  enacts  (section  170,)  that  no  composition 
or  liquidation  by  arrangement  under  sections  125  and  126  of 
tHe  Bankruptcy  Act  1869,  shall  be  entered  into,  or  allowed 
without  the  sanction  of  the  court  or  registrar,  and  that  such 
sancti(ui  shall  not  be  gianted  unless  it  appear  likely  to  the 
oourt  or  registrar  to  bo  reasonable,  and  calculated  to  benefit 
tlie  g(  ncral  bo<^ly  of  creditors,  and  as  it  also  appears  to  be 
tlie  general  opinion  that  it  will  be  to  the  advantage  of  both 
clobttu"  and  creditors,  to  keep  as  far  as  possible  out  of  the 
l^i\nkriiptcy  Court  in  the  future,  it  seems  probable  as  I 
Ijofore  stated  that  the  old  trust  and  compositions  deeds,  or 
some  adaptation  of  them  as  suited  to  the  exigencies  of  the 
times  and  the  provisions  of  the  present  law,  will  again  come 
into  u^e. 

I  propose,  therefore,  shortly  to  consider  the  history  of 
tliese  deeds,  and  by  their  form  and  legal  effect,  ajid  lastly  to 


endeavour  to  point  out  their  relative  advantages  and  di»» 
advantages,  as  compared  with  proceedings  in  bankruptcy 
and  compositions  under  the  present  act.  Before,  however, 
considering  these  deeds,  it  will  be  well  to  refer  to  the  pro- 
visions as  to  compositions  under  the  present  act. 

It  may  be  observed  in  starting  that  the  present  act  only 
deals  with  one  species  of  composition,  that  is  composition 
either  before,  or  after,  adjudication;  whereas  the  act  of  1869, 
dealt  with  the  modes  of  composition,  viz.,  the  composition 
before  referred  to  in  section  126,  without  proceedings  in 
in  bankruptcy,  and  the  composition  referred  to  in  section  28 
which  was  also  composition  after  adjudication,  and  which 
more  resembled,  although  differing  in  some  important 
particulars  from,  composition  under  the  present  act.  The 
following  is  a  short  sketch  of  the  procedure  that  has  to  be 
followed  for  a  composition  under  the  present  act.  The 
debtor  having  presented  a  petition  against  himself,  or  some 
creditor  having  presented  a  bankruptcy  petition  against 
him.  a  receiving  order  will  be  made  by  the  court.  As  soon  aa 
possible  after  the  receiving  order  has  been  made,  a  general 
meeting  of  his  creditors  is  held  to  consider  whether  a  pro* 
posal  for  a  composition  shall  be  entertained.  Should  a 
special  resolution,  t.  <;.,  a  resolution  come  to  by  a  majority  in 
number  and  |  in  value  of  the  creditors  present  personally, 
or  by  proxy,  bo  passed  to  entertain  the  d<)b tor's  proposal,  and 
this  resolution  be  confirmed  at  a  subsequent  meeting  by  a 
majority  in  number  representing  }  in  value  of  all  the 
creditors  who  have  proved.  The  next  step  is  to  get  the 
approval  of  the  court ;  application  for  this  purpose  must  be 
msLde  by  the  debtor  or  official  receiver.  Before,  however, 
the  court  can  give  its  approval,  it  must  have  a  report  from 
the  official  receiver  as  to  the  terms  of  the  composition,  and 
also  as  to  the  conduct  of  the  debtor.  Every  creditor  who  has 
proved  is  entitled  to  notice  of  the  application,  and  the  court 
must  consider  any  objections  which  may  be  made  by  any 
creditor.  If  the  court  considers  the  tenns  not  reasonaole  or 
not  calculated  to  benefit  the  general  body  of  creditors,  or  in 
the  event  of  the  debtor  having  done  anything  which  would 
disentitle  him  to  his  discharge  in  bankruptey,  the  court 
must  refuse  its  approval  to  the  composition.  The  court  has 
also  a  discretion  to  refuse  its  approval  in  many  other  cases, 
such  as  where  any  matter  is  proved  which  would  justify  the 
court  in  refusing,  qualifying,  or  suspending  the  debtor's  dis- 
charge in  bankruptey.  A  composition  accepted  and  approved 
is  binding  on  all  the  creditors  as  to  any  debts  that 
are  provable  in  bankruptcy.  If  the  debtor  has  been 
adjudicated  bankrupt  previous  to  the  composition,  the 
creditors  may  any  time  after  the  adjudication  by  special 
resolution  resolve  to  entertain  a  proposal  for  a  composition, 
and  the  same  proceedings  then  take  place  and  the  same 
results  follow  as  have  been  above  mentioned.  It  will  be 
seen  from  the  above  sketch  of  compositions  made  under  the 
present  act,  that  they  are  open  to  many  objections,  both 
from  the  debtors'  and  creditors*  point  of  view,  and  seem  not 
altogether  calculated  to  the  advantage  of  either  debtor  or 
creditors — the  persons  after  all  principally  concerned  in  all 
bankruptcy  proceedings.  In  the  first  place  as  to  the  debtor 
owing  to  the  stringent  provisions  of  the  present  act,  and  the 
number  of  disagreeable  proceedings  (to  put  it  in  the  mildest 
way)  that  await  the  debtor  who  avails  himself  of  the  pro- 
tection of  the  court,  it  docs  not  seem  probable  that  any 
debtor  who  can  possibly  help  it  will  avail  himself  of  the  pro- 
visions of  the  act,  enabling  him  to  present  a  petition 
against  himself.  It  is  more  probable,  therefore,  that 
the  petition  which  will  have  been  presented  to  the  court, 
before  the  receiving  order  can  have  been  made,  will 
be  the  petition  of  some  creditor.  The  petition  having  been 
presented  and  the  receiving  order  made,  and  supposing  tho 
requisite  resolutions  to  have  been  passed  and  confirmed, 
but  previously  to  the  second  meeting  and  subsequently  to 
the  first,  the  debtor  must  be  publicly  examined  as  to  his 
conduct,  his  dealings,  and  his  property.  Any  creditor  who 
has  tendered  a  proof  may  questiou  the  debtor  as  to  his 
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ftffaiiB,  and  the  causes  of  his  failure.  In  this  examination 
title  official  receiver  is  to  take  part,  and  the  trustee  also, 
should  one  have  been  appointed.  The  debtor  is  examined  on 
oath  by  the  court,  and  he  must  answer  all  the  questions  that 
the  court  may  put,  or  allow  to  be  put  to  him ;  tnese  answers 
are  to  be  taken  down  in  writing  and  signed  by  the  debtor, 
and  may  afterwards  be  put  in  evidence  against  him.  Now, 
it  seems  evident  that  the  above  proceedings,  which  are 
simply  a  recapitulation  of  the  law  as  to  the  public  evamina- 
tion  of  all  debtors,  are  not  exactly  the  proceedings  which 
any  man  would  subject  himself  to  of  his  own  free  choice, 
and  though  they  may  be  most  salutary  as  against  fraudulent 
bankrupts,  are  somewhat  stringent  as  against  the  honest  but 
unfortunate  debtor  who  may  have  been  reduced  to  difficulties 
through  no  fault  of  his  own,  and  in  any  case  are  hardly  such 
as  he  would  be  likely  to  bring  on  himself  by  commencing 
operations  by  presenting  a  bankruptcy  petition  against 
lumself. 

Suppose,  however,  the  public  examination  passed  ;  the 
second  meeting  held  ;  and  the  resolution  for  a  composition 
again  passed  by  the  requisite  majority  in  numbers  and  value, 
the  official  receiver  whose  duty  it  is  to  act  as  chairman  of  the 
first  meeting,  must  report  to  the  court  as  to  the  terms  of  the 
composition ;  as  to  the  conduct  of  the  debtor ;  and  as  to  any 
objections  that  any  creditors  may  make  ;  and  the  court  has 
a  very  wide  discretion  after  hearing  the  report  as  to  whether 
it  shall  approve  the  composition  or  not.  Even,  however,  if 
the  court  approve  the  composition,  it  may  still  never  be 
carried  out,  as  the  court  may,  "  if  satisfied  that  the  composi- 
tion cannot  in  consequence  of  legal  difficulties,  or  for  any 
sufficient  cause,  proceed  without  injustice  or  undue  delay  to 
the  creditors  or  to  the  debtor"  annul  the  composition,  and 
adjudge  the  debtor  bankrupt. 

I  have  so  far  considered  the  objections  to  the  composition 
from  the  debtors'  point  of  view,  but  it  seems  open  to  many 
objections  also  from  the  creditors*.  Compositions  under 
section  126  of  the  Bankruptcy  Act  1869,  which,  as  has  been 
before  observed  are  abolished  by  the  present  act,  aJlowed 
the  creditors  full  power  to  arrange  with  the  debtor  on  such 
terms  as  should  seem  to  them  most  conducive  to  the 
interests  of  all  parties,  and  it  was  only  after  the  resolutions 
at  the  second  meeting  had  been  passed,  that  the  court  in 
any  way  interposed,  and  then  it  was  merely  the  duty  of  the 
registrar  to  register  the  resolutions  without  in  any  way 
enquiring  as  to  their  desirability  or  expediency,  or  otherwise. 
He  had  merely  to  enquire  whetner  the  resolutions  had  been 
passed  in  manner  directed  by  the  section,  i.  6.,  by  the 
requisite  majority  at  the  first  meeting,  and  confirmed  by  the 
requisite  majority  at  the  second.  His  duties,  therefore,  were 
purely  ministerial.  With  regard,  however,  to  compositions 
under  the  present  act,  it  will  be  seen  that  the  court  inter- 
poses in  the  proceedings  from  the  very  commencement,  and  at 
every  turn,  and  the  expenses  incurred  by  such  frequent 
applications  to  the  court,  and  the  constant  interference  of 
Officials  Heceivers  and  other  officials  not  unaided  occasion- 
ally by  the  disinterested.  But  a  striking  instance  to 
the  objection  to  compositions  under  the  Bankruptcy 
Act  has  been  very  recently  afforded  by  what  occurred 
in  a  large  bankruptcy  at  Liverpool,  only  last  mouth ; 
a  full  report  of  the  case  is  to  be  found  in  the  Accountantj  of 
Hay  Slst,  1884.  Some  fruit  merchants  in  that  city  having 
become  bankrupt,  offered  their  creditors  a  composition  of 
88.  6d.  in  the  pound.  It  was  stated  that  this  offer  was 
unanimously  accepted  by  the  creditors,  and  that  there  was 
no  opposition.  The  court,  however,  refused  to  approve  the 
composition.  The  statement  of  affairs  showed  liabilities 
je92,000,  and  assets  less  bills  to  be  met,  £18,582.  It  might 
nvell  be  asked  why  the  court  should  refuse  its  approval  to  a 
scheme,  which  seemed  such  a  fair  one  for  the  creditors. 
The  answer  appears  to  be  because  the  official  receiver  had 
reported  that  the  estate  was  so  involved,  that  it  was  difficult 
lor  him  to  say  whether  the  proposal  was  found  reasonable 
^r  not ;  because  there  had  been  severed  transactions  by  the 


debtor  between  the  date  of  the  issue  of  his  circular  to  tke 
creditors  and  the  filing  of  the  bankruptcy  petition,  and  thse 
was  something  to  show  that  there  had  been  bazardoai 
speculation  on  the  part  of  the  debtor.  The  result  was  tbt 
the  matter  was  relegated  to  bankruptcy,  and  the  probabilitr 
of  the  unfortunate  creditors  ever  getting  3s.  6d.  in  the  £, 
seems  a  very  remote  one.  Notice  of  appeal  was  at  once  given 
against  the  court's  decision,  and  whatever  the  result  maj  be, 
fresh  expenses  will  have  been  incurred,  which  will  have  t) 
come  out  of  the  estate. 

Now,  had  the  arrangement  above  referred  to  been  came  to 
out  of  bankruptcy  the  creditors  would  have  received  tbdr 
88.  6d.  in  the  £,  and  all  the  expense  connected  with  buik- 
ruptcy  proceedings  have  been  avoided.  The  int^- 
vention  of  the  Board  of  Trade  must  add  considerably  to 
the  costs  which  have  to  come  out  of  the  estate,  and  vhkfa 
must  therefore  reduce  the  fund  which  is  ultimately  difs- 
able  among  the  creditors. 

Having  thus  shortly  considered  compositions  under  tbe 
present  act,  let  us  proceed  to  consider  the  second  pait  d 
our  subject,  i.  e. 

Trust  deeds  or  creditors'  deeds,  and  composition  deejs. 
and  first  as  to  the  history  of  these  deeds.  Trust  deeds  sem 
first  to  have  been  introduced,  or  anyhow  to  have  bea 
recognised  by  statute,  in  1849.  The  Bankruptcy  Ac:  i 
1849  made  every  deed  or  memorandum  of  arrangement,entefed 
into  between  a  trader  and  his  creditors,  binding  on  ail  bi> 
creditors  subject  to  certain  conditions  therein  stated  if 
signed  by  or  on  behalf  of  f  in  number  and  value  of  hi^ 
creditors  whose  debts  amounted  to  £10  and  upvards.  !• 
was,  however,  decided  that  these  deeds  were  only  binding  ot 
dissenting  creditors  if  they  contained  a  cessio  bcmons 
(or  assignment  of  the  whole  of  his  goods)  by  the  debtor ;  ai. 
unfriendly  creditor  also  might,  pending  negotiations  for  12 
arrangement,- take  a  hostile  proceeding  against  the  debt^. 
and  it  was  to  meet  these  defects,  says  'Mr,  Robson  in  ^^ 
book  on  bankruptcy,  that  the  provisions  of  the  act  oi  IS6. 
were  passed.  These  provided  for  the  allowance  to  a  debtor  dft 
limited  period  to  obtain  the  assent  of  his  creditors  to  scci 
an  arrangement  without  the  risk  of  bankruptcy,  and  tbcy 
did  not  require  a  cessio  boncrutn  to  msLke  an  airaa^ 
ment  or  composition  binding  on  dissenting  creditors,  ^"^ 
they  empowered  a  majority  in  number  and  f  in  value  cf 
the  creditors  to  bind  the  minority,  provided  the  deed  e&^ 
ing  the  arrangement  or  composition  was  duly  registered  :^ 
the  court  of  bankruptcy  within  21  days  sifter  executia 
thereof  by  the  debtor. 

It  was  found,  however,  that  the  provisions  of  this  act  »^ 
did  not  work  satisfactorily;  the  few  safeguards  placed btthi 
act  against  fraud  and  unjust  preferences  were  not  j^j 
cient  to  prevent  them.  Creditors  were  occasionally  compei-r- 
to  accept  compositions  from  their  debtors  of  a  less  amour'' 
than  the  debtor's  assets  were  reaUy  capable  of  paji^ 
Fictitious  debts  were  sometimes  created,  and  a  few  favooiv^ 
creditors  were  sometimes  unduly  benefited  at  the  expense  ^c 
the  others. 

To  put  an  end  to  these  abuses  the  Bankruptcy  Amendmer: 

Act  of  1868  was  passed.  This  act,  though  only  consisting  of  .f 
sections,  introduced  various  amendments  which  vc-l. 
probably  have  been  sufficient  to  meet  all  the  defects  of  ^ 
provisions  in  the  act  of  1861.  By  this  act  debtors  v«^ 
required  to  file  with  the  chief  registrar,  together  with  tfeec 
deeds,  a  list  showing  their  debte  and  liabilities  of  evezy 
kind  ;  when  such  debts  were  contracted,  and  the  consida^ 
tion  for  them ;  also  a  statement  showing  the  debtor's  propf!^ 
and  credits,  and  the  estimated  value  of  them.  No  crea.t^* 
was  to  be  reckoned  in  the  J  majority,  unless  he  proved  bi 
debt  by  affidavit  which  was  to  be  filed  with  tho  ch^' 
registrar  ;  and  creditors  whose  debts  exceeded  £10  in  y^ 
might  apply  to  the  court  to  summon  the  debtor,  and  ezaci|^ 
him  as  to  his  dealings  and  transactions  with  any  of  /^* 
creditors.  Creditors  also  might  be  summoned  to  be  exass^ 
as  to  their  dealings  with  the  debtor. 
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This  act  was,  however,  repealed  in  the  following  year 
from  the  date  when  the  Banlmiptcy  Act  of  18G9  came 
into  force  (viz.,  January  1st,  1870),  and  the  Bankruptcy 
Acts  of  1849  and  1861  were  also  repealed  bom  the  same 
day. 

The  Bankruptcy  Act  of  18G9  contained  no  such  provision 
as  those  contamed  in  the  earlier  acts,  as  to  trust  deeds  or 
composition  deeds,  but  contained  the  important  provisions 
as  to  Liquidation  by  Arrangement  and  Compositions  without 
the  intervention  of  the  court,  which  I  have  before  referred  to 
and  by  virtue  of  which  all  the  property  ot  the  bankrupt 
vested  in  the  trustee  appointed  by  the  creditors,  without  the 
necessity  of  a  deed.  These  provisions  having,  however,  in 
their  time  been,  as  before  stated,  repealed  by  Uie  present  act, 
the  necessity  for  the  old  deeds,  or  some  adaptation  of  them,  it 
seems  will  again  arise.  Let  us  now,  therefore,  consider  the 
form  of  these  deeds,  and  their  legal  result  as  between  debtor 
and  creditors,  and  the  legal  consequences  which  follow  from 
their  execution. 

Suppose  the  debtor,  whether  trader  or  non-trader  (for  the 
distinction  which  existed  between  traders  and  non-traders 
under  the  former  acts  has  been  abolished  by  the  present  act) 
finds  himself  unable  to  go  on  any  longer  without  coming  to 
some  arrangement  with  his  creditors,  he  has  several  courses 
open  to  him,  either  he  may  file  a  bankruptcy  petition  against 
lumself,  or  he  may  file  in  the  court  a  declaration  of  his 
inability  to  pay  his  debts,  in  either  of  which  cases  he  sub- 
jects himself  at  once  to  the  jurisdiction  of  the  bankruptcy 
court.  A  receiving  order  is  made,  and  all  the  consequences  of 
bankruptcy  ensue  ;  unless,  as  the  most  favourable  result,  he 
succeeds  in  making  a  composition  with  his  creditors,  which 
will  be  at  every  turn  subject  to  the  intervention  of  the  court, 
official  receivers,  the  Board  of  Trade  and  others,  the  assist- 
ance of  whom  in  the  arrangement  of  his  affairs  the  debtor 
would  possibly  as  soon  as  not  dispense  with. 

Suppose,  however,  the  debtor  does  not  adopt  this  course,  he 
^rould  probably  consult  his  solicitor,  who  would  recommend 
liim  to  secure  the  services  of  an  accountant,  and  if  his 
affairs  and  accounts  are  (as  is  probably  the  case)  in    con- 
fusion, the  sooner  he  does  so  the  better.      Having  done  this, 
he  will  probably  come  to  the  conclusion  that  his  best  course 
is  to  call  his  creditors  together  and  suggest  some  arrange- 
ment with  them.    The  form  that  the  arrangement  will  take 
will  have  to  depend  upon  the  circumstances  of  each  par- 
ticular case.    The  most  favourable  arrangement  for  the  debtor 
will  probably  be  to  enter  into  an  arrangement  with  his 
creditors  that  they  shall  accept  a  composition  of  so  much  in 
the  £,  a  part  of  which,  at  least,  should  be  secured  by  bill  or 
otherwise  ;  and  should  the  creditors  consent  to  this  course, 
a  composition  deed  in  accordance  with  the  rules  given  here- 
after may  be  drawn  up  and  executed.  Should  the  debtor,  how- 
ever, not  be  able  to  persuade  his  creditors  to  accept  a  com- 
position, he  may  offer  to  them  to  assign  all  his  property, 
excepting  such  articles  as  he  would  be  entitled  to  retain  in 
the  event  of  his  bankruptcy.    A  trustee  would  be  appointed, 
and  thereupon  the  trust  deed,  or  creditors'  deed,  would  be 
drawn  up  and  executed  in  the  manner  hereinafter  pointed 
out.     Should  the  debtor  be  able  to  arrange  with  his  credi- 
tors to  agree  to  a  composition  deed,  this  would,  as  before 
stated,  be  a  more  desirable  arrangement  for  him  than  the 
deed  of  assignment,  as  it  would  be  provided  by  the  com- 
position deed  that  a  certain  amount  should  be  taken  by  the 
creditors,  and  payable  to  them  at  the  times  mentioned  in 
the  deed,  and  there  would  be  nothing  to  prevent  the  debtor 
carrying  on  his  business  as  formerly,  and  the  fact  of  his 
liaving  compounded  with  his  creditors  need  only  be  known 
to  them,  and  would  not  be  generally  known  to  every  person 
of  his  acquaintance.   On  the  other  hand,  the  security  offered 
to  the  creditors  would  not  be  as  great  as  that  afforded* by  a 
deed  of  assignment,  where  by  force  of  execution  of  the  deed 
all   the  property  of  the  bankrupt  becomes  vested  in  the 
trustee  for  the  benefit  of  the  creditors  generally. 

Under  the  Bankruptcy  Acts  of  1849  and  1861   it  will  be 


remembered  that  trust  deeds  and  composition  deeds,  if 
executed  by  the  requisite  majorities,  and  if  complying  with 
the  conditions  re<^uired  by  those  acts,  and  not  containing 
any  provisions  which  could  be  considered  unreasonable  or  as 
imposing  improper  conditions  upon  non-assenting  or  non- 
executing  creditors,  were  binding  upon  all  the  creditors,  and 
could  therefore  be  successfully  pleaded  as  a  defence  to  any 
action  that  might  be  brought  against  the  debtor;  but  as 
these  acts  have  been  repealed,  and  as  the  present  act  con- 
tains no  such  provision,  but  on  the  contrary  enacts  in  the 
same  words  as  did  the  Act  of  1869,  that  the  execution  of  a 
deed  by  a  debtor  on  behalf  of  all  his  creditors  shall  in  itself 
constitute  an  act  of  bankruptcy,  it  will  be  necessary  now, 
in  order  to  render  these  deeds  binding,  that  they  should 
be  executed,  or  assented  to  by  all  the  creditors.  They 
cannot,  it  is  conceived,  be  binding  on  any  creditor  except 
upon  those  who  have  either  executed  tiiem  or  at  least 
assented  to  their  provisions. 

Now  as  to  the  form  of  Trust  Deeds. 

Under  the  Act  of  1861  when  trust  deeds  were  very 
commonly  employed,  and  when  conveyancing  had  not  been 
pared  down  to  its  present  modest  proportions,  even  the 
most  concise  forms  of  these  documents  extended  over 
several  ordinary  pages  of  print,  but  it  seems  that  now,  owing 
to  the  changes  introduced  by  the  Conveyancing  Acts,  and 
the  great  advantage  that  is  to  be  attained  by  a  more  con- 
cise form  of  document,  a  Trust  Deed,  consisting  only  of  a 
few  lines  may  practically  effect  all  that  is  desired.  In  many 
cases  where  the  estate  to  be  dealt  with  is  large,  and  the 
prospects  of  an  arrangement  satisfactory,  it  would  be  wise, 
no  doubt,  for  the  trustee  to  avail  himself  of  legal  assistance 
at  the  outset  for  the  preparation  of  the  deed ;  but  where  the 
estate  is  small,  the  creditors  numerous,  and  time  of  great 
importance,  it  may  well  be  desirable  that  he  should  des- 
patoh,  with  as  little  delay  as  possible,  a  copy  of  the  proposed 
trust  deed,  which  should  be  as  short  and  simple  as  possible, 
and  obtain  without  delay  the  necessary  signatures  and 
assents,  thereby  saving  time  and  possibly  much  future 
litigation.  The  appearance  alone  of  many  of  the  forms 
which  have  been  commonly  sold  is  sufficient  to  alarm  the 
unwary  creditor  who  might,  no  doubt,  hesitate  to  sign  a 
deed  the  provisions  of  which  he  did  not  understand.  If  it 
be  desired  to  send  these  deeds  or  copies  of  them  by  post  to 
different  parts  of  the  country  in  order  to  obtain  the 
signatures  or  assent  of  such  of  the  creditors  as  are  unable 
to  attend  any  meeting  of  the  creditors  that  may  have  been 
called  together,  the  ordinary  creditor  who  may  be,  and 
probably  is,  a  person  of  no  legal  experience,  might  well 
hesitate  before  signing  or  giving  his  assent  to  a  document 
which  contained  the  technical  terms  used  throughout  these 
deeds  ;  and  the  result  might  be  that  the  creditors  assent 
would  thus  bo  lost — a  matter  of  still  greater  importance  at 
the  present  time  when  the  assent  of  all  the  creditors  should 
if  possible  be  obtained.  Where,  therefore,  a  short  form  of 
deed  is  required,  whereby  all  the  property  of  the  debtor 
shall  become  vested  in  the  trustee  for  the  benefit  of  the 
creditors,  and  which  will  at  the  same  time  protect  the 
debtor  from  being  liable  to  suit  or  action  at  the  hands  of  the 
creditors,  I  would  suggest  that  the  deed  should  be  in  the 
following  form : — 

This  indenture  made  the        day  of  1884,  between 

John  Smith  (the  debtor)  and  C.  D.  (the  trustees)  on  behalf 
and  with  the  assent  of  the  undersigned  creditors  of  John 
Smith.  Witnesseth  that  John  Smith  hereby  as  beneficial 
owner,  conveys  all  his  estates  and  effects  to  C.  D.  absolutely 
to  be  applied  and  administered  for  the  benefit  of  all  the 
creditors  of  John  Smith  in  manner  following  that  is  to  say 
that  the  said  C.  D.  shall  realize  the  same  as  a  committee, 
consisting  of  E.  T.,  G.  H.,  I.  K.,  and  L.  M.,  (the  Committee 
of  Inspection)  may  direct,  and  may  pay  away  the  proceeds 
firstly  in  satisfaction  of  the  costs  of  realization,  secondly  in 
tlie  costs  of  this  deed  and  in  remuneration  to  the  trustee  for 
his  professional  services  as  to  the  said  committee  may  seem 
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fit  thirdly  in  payment  of  all  preferential  claims  and  charges 
and  fourthly  in  payment  of  a  dividend  to  be  distributed 
rateably  among  all  the  creditors.  In  consideration  of  the 
premises  and  on  condition  of  the  debtor  making  a  full  dis- 
closure to  the  trustee  of  all  his  debts  and  liabilities  and  of 
his  assisting  in  the  realization  of  the  estate  the  creditors 
signatures  hereto  release  him  and  his  estate  from  all  actions 
claims  and  demands. 

In  witness,  &c.,  Schedule  of  Creditors. 

It  is  sometimes,  however,  desirable  when  the  time  and 
circumstances  of  the  case  admit  to  have  the  deed  of  assign- 
ment in  longer  form,  and  to  have  the  conditions  and  agree- 
ments fully  set  forth  in  the  deed  itself.  A  form  of  assign- 
ment which  contains  all  the  most  usual  and  necessary  pro- 
visions has  been  lately  published  by  Mr.  Ames,  of  Lincoln 's- 
Inn  Gateway,  and  is  advertised  in  the  Accountant,  This 
deed  may  be  sunmiarised  as  follows : — 

It  commences  with  an  assignment  of  all  property,  real 
and  personal,  to  a  trustee  upon  trust  to  sell  and  pay ; 

1.  Expenses  of  realization. 

2.  Costs  of  the  deed  and  professional  charges. 

3.  All  debts  having  priority  in  bankruptcy. 

4.  To  divide  the  residue  among  the  creditors. 

The  deed  then  provides  that  secured  creditors  are  to  prove 
for  balance,  and  that  the  trustee  is  to  distribute  to  any 
creditors  of  whose  claims  he  has  had  notice  after  advertising 
and  a  right  is  reserved  to  creditors  whether  they  have 
claimed  or  not  to  follow  the  dividend. 

Securities  are  to  be  valued  in  case  of  dispute  by  arbitra- 
tion. 

Meetings  of  creditors  may  be  called  by  the  trustee. 

All  monies  are  to  be  paid  into  a  sc2)arate  bank. 

Accounts  are  to  be  furnished  by  the  trustee  who  may 
require  debts  to  be  proved  by  statutory  declaration.  A 
Committee  of  Inspection  is  appointed  with  whose  permission 
the  business  of  the  debtor  may  be  carried  on  with  a  view  to 
its  beneficial  winding-up.  The  debtor  covenants  to  make  a 
full  disclosure  to  the  trustee  of  his  debts  and  liabilities. 

The  creditors  in  consideration  of  the  above,  release  the 
debtor  from  all  claims  reserving  any  rights  they  may  have 
against  the  debtor's  sureties. 

The  deed  concludes  with  an  arbitration  clause. 

A  deed  prepared  in  the  form  above  given  may  sometimes 
be  useful.  It  may  often  be  quite  sufficient  to  employ  the 
short  form  I  have  suggested,  which  has  the  manifest  advan- 
tage of  not  alarming  the  creditor  unversed  in  legal  docu- 
ments and  their  tenninology. 

The  form  of  a  composition  deed  is  more  difficult  to  frame 
than  that  of  a  deed  of  assignment,  and  the  deed  itself  must 
be  framed  with  great  care,  as  it  must  be  remembered  that 
in  these  deeds  almost  the  only  security  that  the  creditors 
have  is  the  personal  remedy  on  the  covenants.  It  would 
often,  therefore,  be  advisable  on  the  part  of  the  accountant 
to  have  the  form  and  provisions  of  these  deeds  settled  by 
legal  assistance,  and  a  general  form  of  deed  would  be  less 
safely  employed  than  in  the  case  of  a  deed  of  assignment. 

Composition  deeds  may  themselves  be  deeds  of  assign- 
ment (in  which  case,  of  course,  these  would  be  a  ccssio 
bonorutn),  and  an  adaptation  of  the  above  short  form  might 
then  be  resorted  to  ;  but  they  need  not  necessarily  be  so. 
The  following  are  the  provisions  that  a  composition  deed 
should  contain  where  it  is  not  desired  that  it  should  operate 
as  an  assignment. 

1.  As  to  the  parties. 

The  debtor  should  bo  of  the  first  part,  the  trustee  of  the 
second  part,  and  the  several  persons  whose  names  and  seals 
are  subscribed  and  affixed,  being  creditors  in  their  own 
right,  or  agents  of  creditors  and  all  other  the  creditors  of  the 
debtor  of  the  third  part  ;  these  last  words  must  not  be 
omitted  as  otherwise,  even  if  the  debtor  covenanted  to  pay 
all  his  creditors,  they  could  not  sue  on  the  covenants  con- 
tained in  the  deed  as  not  being  parties  to  it ;  if,  however,  the 
creditors  are  described  as  above  by  a  general  description  it 


is  sufficient,  even  though  they  have  net  themsehes  exeented 
the  deed :  then  will  follow  covenants  by  the  debtor  bo& 
with  the  trustee,  and  also  as  separate  covenants  with  each 
of  his  creditors,  and  the  executors,  administrators,  and 
assigns  of  each  of  his  creditors  as  follows : — 

1 .  That  he  shall,  as  soon  as  possible ,  make,  sign, and  deliTa, 
to  the  trustee  full  accounts  of  all  his  debte  and,  liabilities, 
the  names  and  addresses  of  his  creditors,  and  if  required  bj 
the  trustee,  verify  these  accoimts  by  statutory  declaration  oi 
otherwise. 

2.  That  he  shall  on  demand  of  the  trustee  pay  all  costs, 
charges,  and  expenses  incurred  relating  to  his  suspen»on  d 
payment,  the  adjustment  of  his  accounts  andtransaotions, 
and  the  costs  of  the  deed. 

Then  should  follow  a  proviso  that  if  the  deed  should  be 
executed  by,  or  dulv  in  writing  assented  to  by,  r.Il  ue 
creditors,  or  should  this  be  impracticable  then  by  as  many 
as  could  be  prevailed  on  to  execute  it  or  assent  to  it;^  pro- 
visions, the  debtor  shall  pay  to  each  and  all  of  his  crcditoa 
such  sum  of  money  or  composition  as  should  be  equal  to  vi 
many  shillings  in  the  £,  in  such  instalments  and  at  »iici) 
times  as  may  have  been  arranged. 

It  may  be  stipulated,  if  deemed  desirable,  that  if  defadt 
shall  be  made  in  payment  of  any  instalment  of  the  composi- 
tion, or  any  of  the  costs  and  charges  above  referred  to,  tbt 
trustee  may,  by  notice  in  writing  sent  by  post  to  the  ciebtcr, 
declare  the  deed  void. 

A  power  to  appoint  a  new  trustee  in  the  event  of  tbc 
death  of  the  present  trustee,  or  of  his  desiring  to  he  dis- 
charged may  also  be  inserted.  The  same  debts  as  tk>s 
proveable  in  bankruptcy  should  be  made  entitled  tc  i 
dividend  in  the  composition. 

It  should  be  stipulated  that  all  valuations  and  estimates 
necessary  for  the  purpose  of  the  arrangement,  should  in  a^ 
of  difference  or  dispute,  be  made  by  such  accountant  a.<;  'i^ 
trustee  should  appoint  for  that  purpose.  In  consiOentioB 
of  the  said  composition  being  paid,  a  full  relea^se  bytbe 
creditors  of  their  several  and  respective  debts  or  dtm;\a^^ 
against  the  debtor  should  then  follow,  but  it  slioild  b: 
stipulated  that  Fecured  creditors,  i.  e.,  creditors  lioliji; 
mortgages,  liens  or  charges,  should  only  be  eutitiev.  to 
receive  the  composition  dividend  upon  the  same  tenns  i? 
they  would  have  been  entitled  to  come  in  and  prove  i 
bankruptcy. 

The  deed  may  end  by  stating  that  the  trustee-  i:' 
trustees  of  the  covenants  and  agreements  in  the  tieed  fc' 
the  benefit  of  all  the  creditors  of  the  debtor. 

Then  would  follow  the  witnessing  part,  and  the  sigiir.:'ar>^ 
of  all  the  creditors  of  the  debtor  who  could  be  prt^vai.rv. 
upon  to  execute  the  deed. 

Sometimes  a  surety  joins  with  the  debtor  in  the  deod.an- 
covenants  with  him  to  pay  the  various  in.stalment.-  vi  t-. 
composition,  in  which  case  the  creditors,  of  course,  Uav*.  '.:• 
advantage  of  this  additional  security. 

Sometimes  when  the  agreed  on  composition  has  been  pa-  - 
supposing  no  deed  to  have  been  previously  executed,  it  ^^■ 
be  sufficient  for  all  purposes  that  the  creditors  should  '^'^'■ 
to  the  debtor  a  release  of  all  their  claims,  with  regard  to  :- 
debts  for  which  the  creditor  has  compounded.  A  relen>e  r-. 
then  be  drawn  up  in  the  following  form,    for  which  1  s- 
indebted    to  Mr.   Kobbins  of    Lincoln's-Inn,   who   i;?    • 
engaged  in  bringing  out  a  new  edition  of  Bythewooi   ' 
Conveyancing,  the  form  to  which  I  refer  has  not,  bofte-- 
yet  been  published  ;  the  first  volume  only  of  that  work  U'-*r 
just  come  out. 

Release  by  Creditors, 

This  Indenture  made  the  day  of  1SS4  Kt'^ 

the   several  persons  who  have  hereunto   by  themseln* 
their  respective  parties  agents  or  otherwise,  hereunto  r  ■ 
scribed  and  affixed  their  names  and  seals  respectively  i-  - 
respectively  the  creditors  of  (the  debtor)  and  who  are  i  • 
inafter  referred  to  as  the  creditors  of  the  one  part  and  '^- 
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said  (debtor)  who  is  hereinafter  referred  to  as  the  debtor  of 
the  other  part.  Whereas  tlie  debtor  has  for  many  years 
past  carried  on  the  trado  or  business  of  a  at 

aforesa'd  and  in  the  course  of  hia  said  trade  or 
business  has  become  indebted  to  the  creditors  in  the  several 
sums  of  money  which  are  set  opposite  to  their  respective 
names  in  schedule  hereunder  written.  And  whereas  the 
debtor  being  unal)lo  to  meet  his  civ^'a-^ements  in  full  ha^ 
propo.sed  to  tlie  creditors  to  pay  to  them  a  composition  of 
shillings- in  the  JB  upon  tlie  amount  of  their  respec- 
tive debts  in  full  discharge  thereof  wliich  they  have  agreed  to 
accept  and  upon  payment  of  tlie  said  composition  to  execute 
to  the  debtor  such  release  as  is  hereinafter  contained.  And 
whereas  the  debtor  has  in  pursuance  of  the  said  agreement 
this  day  paid  to  the  creditors  respectively  the  said  composi- 
tion of  shillings  in  the  £  upon  the  amount  of  their  res- 
pective debts  as  the  creditors  hereby  respectively  acknowledge. 
Now,  the  Indenture  witnessetli  that  in  further  pursuance  of  the 
said  agreement  and  in  consideration  of  tlie  premises  each  of 
the  creditors  so  far  as  relates  to  the  debt  or  sum  set  opposite 
to  his  name  in  the  said  schedule,  hereby  acquits  releases 
and  discharges  the  debtor  his  heirs  executors  and  adminis- 
trators and  liis  estate  and  eflects  from  such  debt  or  sum 
and  from  all  actions  claims  and  demands  whatsoever  in 
respect  of  the  same  which  such  creditor  his  executors 
administrators  partners  or  assigns  now  has  or  have  or  at 
any  time  hereafter  might  have  but  for  these  presents 
against  the  debtor  his  estate  or  eflects  for  or  by  reason  of  the 
said  debt,  In  witness,  &c. 

Schedule  of  Creditors  and  D.bts. 

Let  us  now  consider  the  relative  advantages  and  disadvan- 
tages of  these  deeds  as  compared  with  proceedings  in  bank- 
ruptcy and  compositions  under  the  act.  Even  under  the 
most  lenient  act  the  very  fact  of  bankruptcy,  the  publicity 
odium  and  disgrace  which  must  inevitably  attend  it,  would 
it  seems  clear,  operate  strongly  in  the  minds  of  most  persons  to 
induce  themasfaras  possible  to  keep  clear  of  the  portals  of  the 
bankruptcy  court.  When  added  to  this  we  take  into  con- 
sideration the  stringent  provisions  of  the  present  act,  it  seems 
more  than  ever  probable  that  no  person  who  can  avoid  it 
will  commence  operations  by  presenting  a  bankruptcy 
petition  against  himself.  No  doubt  one  of  the  main  objects 
of  the  present  act  was  to  prevent,  as  far  as  legislation  can 
prevent,  the  fraudulent  bankruptcies  which  have  been 
unfortunately  so  prevalent  of  late  years,  and  as  far  as 
its  provisions  are  intended  to  operate  as  a  detriment  to 
fraudulent  bankruptcies  and  the  reckless  trading  (often  the 
commencement  to  which  the  fraudulent  bankruptcy  is  the 
sequel)  the  present  act  is,  no  doubt,  worthy  of  all  commenda- 
tion, butall  bankruptsare  not  rogues,  and  in  the  farcomnioner 
cases  of  honest  but  unfortunate  tnulcrs  who  have,  tlirough 
the  fall  in  prices,  slackness  of  traJe,  or  other  causes  over 
which  they  have  no  control,  been  re  luced  to  insolvency  ;  it 
seems  that  the  provisioni  of  the  pie-ent  act  will  pre^>s  on 
such  as  these  with  undue  severity  shoidd  they  become  bank- 
rupt. So  far  from  the  debtor's  point  of  view;  but  neither 
from  the  creditor's  point  of  view,  is  the  desirability  of  taking 
proceedings  in  bankruptcy  a]iparent. 

For  the  creditor  the  question  of  expense  is  naturally  one 
of  the  most  important,  and  when  the  creditors  know  that 
their  debtor  is  in.solvent  thuy  will  naturally  prefer  that 
course  which  will  ensure  their  getting  the  largest  possible 
dividend.  Now,  I  may  perhaps,  while  on  this  subject  be 
]>ennitted  to  read  a  portion  of  a  letter  to  the  Times  from  an 
31. P.,  pointing  out  how  high  are  the  charges  of  the  Board  of 
Trade  and  how  little  is  done  for  it. 


departmental  report  may  offer  to  the  public  on  the  cost  of 
oiiicial  administrations  under  the  new  Bankruptcy  Act,  the 
following  facts  and  considerations  tell  their  own  tale;  and 
it  would  be  well  if  the  authorities  behind  the  Board  of  Trade 
prove  themselves  less  apxious  to  glorify  their  own  handi- 
work than  to  remedy  some  of  the  evils  of  the  new  system, 
which  has  already  faults  enough  to  answer  for  without 
increasing  the  due  taxation  of  mercantile  men. 

Under  the  new  scale  of  fees  fixed  by  the  Lord  Chancellor 
is  imposed  a  cliarge  of  1  per  cent,  on  the  gross  assets 
realised  for  audit  by  the  Board*  of  Trade,  or  four  times  the 
old  scale  ;  while  a  further  new  charge  of  6  per  cent,  is  made 
on  the  net  assets  realized  by  the  oiiicial  receiver,  whether 
acting  as  interim  receiver  or  trustee,  an  impost  which  had 
no  existence  under  the  old  system.  The  Board  of  Trade  in 
this  way  gets  7  per  cent,  of  the  assets  of  all  estates.  In 
return  for  this  they  (1)  audit  the  accounts  under  section  78 
— that  is,  they  look  through  the  vouchers  and  allocaturs  of 
the  trustee — a  nearly  useless  function  as  compared  with  the 
old  audit  of  the  committee  of  inspection,  who  had  the  power 
and  usually  the  inclination  to  go  behind  the  vouchers  and 
audit  the  accounts  on  their  merits,  and  dealt  with  the  items 
as  men  of  business ;  and  (2)  they  pay  the  salaries  of  the 
ofticial  receivers,  whose  duties  as  prescribed  by  sections  69 
and  70  are  not  onerous  and  are  purely  of  the  nature  of  super- 
vision. 

Now  the  whole  practical  work  of  the  administration  of 
estates  will  and  must  under  the  Act  be  conducted  as  hereto- 
fore by  the  trustee  appointed  by  the  creditors  or  by  the 
special  manager.  Both  these  officials  are  paid  out  of  the 
estate.  In  other  words,  while  the  cost  of  the  administra- 
tion falls  upon  the  estate  just  as  it  used  to  fall,  the  Board  of 
Trade  levy  in  addition  a  gratuitous  tax,  for  (apparently) 
their  own  benefit,  of  Is.  4d.  in  the  pound. 

I  am,  Sir,  your  obedient  servant, 

CHARLES  M'LAREN. 

House  of  Commons. 

May  21, 1884. 


THE  NEW  BANKRUPTCY  ACT. 


To  the  Editor  of  the  limes. 
Sib, — Whatever  conclusions  Mr.  Chambeiliin's  promised 


This  letter  was  answered  by  a  correspondent  signing  him- 
self X.  in  the  Timesy  and  X.  charges  Mr.  M'Laren  with 
great  inaccuracies. 

i\Ir.  M'Laren,  however,  in  his  reply  returns  to  the  charge 
on  the  main  point  of  his  letter,  and  re-iterates  the  fact  that 
the  Board  of  Trade  does  charge  Gf  per  cent,  in  addition  to 
tlie  other  charges  that  have  to  be  paid  in  the  administration 
of  bankruptcy  estates. 

The  following  is  X's  letter : — 

To  the  Editor  of  the  Times. 

Sir,— The  letter  on  the  subject  of  the  new  Bankruptcy 
Act  which  appeared  in  Tlie  Tivii's  a  few  days  ago  would  need 
no  answer  but  for  the  fact  that  it  is  signed  by  a  member  of 
Parliament,  and  written  in  a  strain  of  confident  assertion 
wliich  might  mislead  a  hasty  reader.  Permit  me  to  point 
out  a  few  of  the  strange  inaccuracies  which  the  writer  does 
his  best  to  circulate,  "  Under  the  new  scale  of  costs  fixed 
by  the  Lord  C'hancf  llor,"  savs  Mr,  M'Laren,  "  is  imposed  a 
change  of  1  per  cent,  on  the  gross  assets  realized  for  audit  by 
tlie  r»oard  of  Trale,  or  four  times  th3  old  scale  ;  while  a 
furtlier  new  charge  of  G  p^r  cent,  is  mcide  on  the  net  assets 
realised  by  the  oiiicial  receiver,  whether  acting  as  interim 
re.-ei\er,  or  trustee,  an  impost  which  had  no  existence  ondez 
the  eld  system.  The  Board  of  Trado  in  this  way  gets  7  per 
cent,  of  the  assets  of  all  estates."  So  many  lines,  so  many 
inacviuracies.  It  is  not  correct  that  the  Board  of  Trade  "  in 
this  "  or  any  other  way  "  gets  7  per  cent,  of  the  assets  of  all 
estates."  the  charge  of  6  per  cent,  is  only  on  "the  net 
assets  realized  or  Irought  to  credit  by  the  official  receiver, 
whether  acting  as  mterim  receiver  or  trustee."  As  creditors 
may  in  ever>'  instance  appoint  a  trustee,  6  per  cent,  need 
never,  xmless  they  choose,  be  paid  to  the  Boazdof  Trade.    It 
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pose  of  his  being  examined  upon  the  information  contained 
therein)  wo  will  first  consider  the  provisions  relating  to  the 
statement  of  affairs. 

When  the  receiving  order  lias  been  made  the  debtor  is  to 
make  out  and  deliver  to  the  Oificial  Receiver  a  statement  of 
his  affairs  in  the  form  given  in  the  schedule.  No  doubt  you 
are  all  familiar  with  the  old  form  of  statement  of  affairs. 
The  chief  points  of  difference  to  be  noted  in  the  new  form 
are  that  the  statement  is  to  be  verified  by  the  following 
affidavit.  *' The  above  statement  and  the  several  lists  here- 
unto annexed  "  "  are  to  the  best  of  my  knowledge  and  belief 
FULL,  TRUE  and  COMPLETE,"  that  the  date  when  each  debt 
was  contracted  is  to  be  given — that  in  the  case  of  secured 
creditors  the  consideration  and  the  date  when  the  security 
was  cjiven  are  to  be  stated,  and  the  deficiency  is  to  be 
explained  in  detail  in  a  schedule  at  the  end  of  the  account. 
This  statement  is  also  again  to  be  attested  by  the  debtor  in 
a  memorandum  to  be  sij^aied  on  the  completion  of  his  public 
examination  as  follows  : — (Form  30,  p.  71).  Tlie  Ofllcial 
Receiver  is  to  furnish  the  debtor  with  instructions  for  making 
his  statement  of  altairs.  The  statement  is  to  be  made  in 
duplicate  and  the  verified  copy  is  to  be  filed.  The  copies 
are  to  be  delivered  to  the  Olhcial  Receiver  within  three  days 
from  the  date  of  the  receiving  order  if  such  order  was  made 
upon  the  debtor's  own  petition,  or  within  seven  days  if  the 
order  was  made  upon  the  petition  of  a  creditor,  but  the 
court  may  extend  the  time  for  special  reasons.*  Failure  to 
deliver  the  statement  of  affairs  m  time  renders  the  debtor 
liable  to  be  adjudged  bankrupt,  the  consequence  of  which 
would  be  that  a  scheme  of  composition  could  not  be  carried 
at  the  first  meeting  of  creditors.  The  statement  is  to  be 
open  to  the  inspection  of  any  person  stating  himself  in 
writing  to  be  a  creditor  or  an  agent  of  a  creditor  and  he 
may  take  any  extracts  therefrom.  Any  person  falsely  so 
stating  himself  is  to  be  guilty  of  contempt  of  court,  and 
may  be  punished  accordingly. 

The  statement  of  affairs  having  either  been  filed  through 
the  Official  Receiver,  or  default  in  its  delivery  having  been 
made,  the  day  appointed  for  the  public  examination  of  the 
debtor  comes  on.  He  is  to  be  examined  upon  oath  and  in 
open  court.  Any  creditor  who  has  tendered  a  proof,  or  his 
representative  (authorised  in  writing)  may  question  the 
debtor,  and  the  trustee  (if  one  is  appointed  before  the  con- 
clusion of  the  examination)  may  also  take  part.  The  court 
itself  may  put  questions  to  the  debtor,  but  the  main  conduct 
of  the  examination  devolves  upon  the  Official  Receiver,  who 
is  to  take  part  in  all  public  examinations,  and  if  authorised 
by  the  Board  of  Trade  may  employ  a  solicitor  and  counsel. 
The  court  may  adjourn  the  public  examination  from  time 
to  time  and  close  it  at  its  discretion,  with  this  exception, 
that  it  shall  not  be  closed  until  after  the  first  meeting  of 
creditors  has  been  held.  In  the  event  of  a  composition 
being  proposed  by  the  debtor  liis  public  examination  must  be 
closed  before  the  confirmatory  meeting  can  bo  held,  and  if 
the  composition  be  not  accepted  within  fourteen  days  from 
its  close  he  is  to  be  adjudged  bankrupt. 

We  now  come  to  our  3rd  heading.  While  the  public 
examination  of  the  debtor  is  still  incomplete  the  first  meet- 
ing of  creditors  is  to  be  held.  The  Official  Receiver  is  to 
fix  the  day  as  soon  as  possible  after  his  appointment,  and  to 
give  notice  to  the  Board  of  Trade  that  the  date  may  be 
gazetted,  and  he  is  alho  to  advertise  it  in  a  local  paper.  The 
meeting  is  to  be  held  within  fourteen  days  notice  of  the  date 
of  the  receiving  order  and  seven  days'  notice  is  required  in 
the  advertisemc7its.  The  meeting  has  therefore  to  be  held 
in  the  second  week  after  tbe  receiving  order  has  been  made. 
As  soon  as  the  debtor's  statement  has  been  filed  the  Oificial 
Recei\er  is  to  send  a  circular  notice  in  the  form  in  the 
schedule  to  each  creditor.  This  notice  states  the  time  and 
place  for  the  meeting  of  creditors  and  the  date  fixed  for  the 
examination  of  the  debtor.  It  also  draws  the  creditors 
attention  to  the  fact  that  in  order  to  entitle  him  to  vote,  his 
proof  must  be  lodged  with  the  Oificial  Receiver  one  clear  day 


at  least  before  the  meeting,  and  that  proxy  forms  may  be 
obtained  from  liim.  M' hen  practicable  the  Official  ReceiTcr 
is  to  send  with  this  notice  a  summary  of  the  debtor's  atatemea; 
of  affairs,  with  notes  upon  the  causes  of  his  lailuie.  iJsi 
Official  Receiver  or  his  nominee  is  to  be  the  chairman  ef 
the  first  meeting  of  creditors,  and  the  debtor  is  to  atttLd 
and  give  any  information  which  the  meeting  may  require. 

Now,  as  to  the  method  of  voting.     A   creditor  may  vote 
either  personally  or  by  proxy,  but  his  proof  of   debt  mu-t 
have  been  deposited  with  the  Official  Receiver  one  clear  dij 
before  the  meeting,   and  a  proxy  during   the  day  before. 
Proxies  may  be  either  of  two  kinds,  general  proxies  or  speciil 
proxies.     The  forms   are  to  be  obtained  &om  the  Oficidl 
Receiver,  or  from  the  Trustee  when  he  is  appointed.  A  general 
proxy  (that  is  a  power  to  represent  the  creditor  throughoct  ihe 
proceedings)  may  only  be  given  to  the  creditor's  own  manner, 
clerk,   or  someone   in  his  regular  employment,  or  to  tie 
Official  Receiver.    A  special  proxy  may  be  given  to  anycD-:, 
but  can  only  be  used  once,  and  the  purpose  for  which  i;  ia 
to  be  used  must  be  specified  therein.     It  must  also  bear  ^ 
6d.  stamp.     All  the  written  parts  of  a  proxy  must  be  in  ths 
handwriting  of  the  creditor.    There  is  the  same  provisioa  &£ 
in  the  old  act  against  a  creditor  voting  in  respect  of  an  ur- 
liquidated  or  contingent  debt,  and  forasecuredcreditor.tr-: 
deducting  the  value  of  his  security.     Bills  of  exchange  ik 
now  classed  as  securities  to  be  valued,  and  a  creditor  ho laii^ 
them  must  put  an  estimate  upon  them  and  deduct  in- 
amount  from  his  proof  before  ho  is  entitled  to  vote  in  re^pic; 
of    them.      Securities  valued  for  the  purposes    of    vc:.;: 
merely  cannot  be  redeemed  by  the  trustee  at  the  amount  c. 
the  valuation,  but  only  at  an  increase  of  20  per  cent,  therroi. 
thus  leaving  a  creditor  a  reasonable  margin,  and  reLtn^ 
him  from  what  was  under  the  old  act  often  so  embarra^-  r.i 
a  position  as  to  induce  creditors  rather  to  forfeit  their  n^r :? 
of  voting  than  risk  the  loss  of  a  portion  of  their  secui.:y. 
It  must  be  borne  in  mind,  however,  that  if  a  creditor  recciT-  > 
a  dividend  upon  this  value  his  right  to  a  20  per  cent.  md-Vi: 
disappears,  and  a  trustee  is  entitled  to  redeem  his  secir/.^ 
at  the  bare  amount  of  the  valuation.     A  creditor  may  azD'.r^ 
his  valuation  for  the  purpose  of  dividend,  provided  he  i  i- 
not  received  notice  to  surrender  his  security,  but  after  h^ - 
ing  so  amended  it  his  right  to  the  20  per  cent,  margin  :i\^.^ 
disappears,  and  the  trustee  may  redeem  his  security  at  t:^ 
amended  amount. 

There  is  another  form  of  voting  in  the  special  case  of  c.i 
firmation  of  a  scheme  of  arrangement  or  composition  w't  :i 
has  been  passed  at  a  first  meeting.  Creditors  are  authon^. 
to  signify  their  assent  or  dissent  by  letter  to  the  Of£:— 
Receiver  in  a  form  given  in  the  schedule  instead  of  akKT-  i- 
ing  such  confirmatory  meeting  personally  or  by  proxy.  T:-" 
form  is  termed  a  voting  letter  and  may  only  be  used  in  li^^ 
particular  instance. 

The  main  business  of  the  first  meeting  of  creditors  is  :: 
consider  whether  they  will  accept  a  composition,  if  or.e  > 
proposed,  or  whether  the  debtor  shall  be  adjudicated  &baiLC- 
rupt. 

If    the   creditors  decide  upon  entertaining  a  scheme  ci 
arrangment  or  composition,  it  must  be  passed  by   a  spec-- 
resolution,  and   confirmed  at  a  subsequent  meeting  ly  - 
majority  in  number  representing  Jths  in  value  of  all  credit? •^ 
who  h.B.\Q  proved.     Please  notice  that  it  must  be  |ths  of  -•- 
creditors  who  have  proved  and  not  merely  Jths  of  tt"^ 
voting  at  the  confirmatory   meeting.     The  meeting  wi..  ^ 
summoned  by  the  Official  Receiver  by  seven  days*  nor**: 
and  the  notice  is  to   state  the  terms  of  the  scheme   wb 
the  creditors  are  about  to  be  asked  to  confirm,  together  «r : 
report  of    the   Official  Receiver   theVeon  for   the   crcnlit;: 
guidance.     Tliis   confirmatory  meeting  must  not   be   \--- 
until  after  the  public  examination  of  the  debtor  has  K- 
conc^uded.    The  terms  and  details  of  the  scheme   (^b.:- 
may  include  the  appointment  of  a  trustee  to  carry  it  throe;- 
must  all  be  settled  at  the  first  meeting,  and  the  second  mtti- 
ing  can  merely  confirm  or  reject  the  proposal  aa  a 
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If  a  trustee  be  appointed  he  has  to  observe  all  the  forms  and 
rules  of  the  act  just  as  if  ho  were  a  trustee  in  bankruptcy. 
After  the  scheme  has  been  accepted  by  the  creditors,  before 
it  can  be  carried  into  effect,  it  has  to  receive  the  approval  of 
the  court.  This  approval  is  to  be  no  more  formal  confir- 
mation of  the  creditors'  resolution,  but  an  entirely  indepen- 
dent criticism.  As  it  is  assumed  that  the  creditors  have  con- 
sidered the  scheme  in  relation  to  their  private  interests 
merely  it  is  the  duty  of  the  court  to  examine  it  from  the 
stand  point  of  public  interest.  The  debtor  or  the  OfHcial 
Receiver  may  apply  to  the  court  for  its  approval,  and  the 
court  then  appoints  a  day  for  the  hearing.  Notice  of  the 
hearing  is  to  be  sent  by  the  party  applying  to  every  creditor 
who  has  proved,  and  any  Creditor  objecting  mayjappear  and 
state  his  objection  to  the  court.  The  court  will  al^o  require 
a  report  from  the  Official  Receiver,  giving  his  views  upon  the 
scheme,  and  upon  the  conduct  of  the  debtor  in  relation  to 
any  of  the  matters  hereafter  referred  to. 

The  court  is  bound  to  refuse  its  approval  in  any  of  the 
following  cases  : — ' 

Istly.     Where  it  considers  the  terms  are  not  reasonable. 
2ndly.    Where  it  considers  that  the  terms  are  not  cal- 
culated to  benefit  the  general  body  of  creditors. 

3rdly.     Where  the  debtor  has  committed  any  misdemeanor 
under  this  Act  or  Part  2  of  the  Debtors'  Act  18G9. 

The  court  niay  refuse  its  approval  in  any  of  the  following 
cases : — 

Istly.    Where  the  debtor  has  not  kept  proper  books  of 
account. 

2ndly.    W^here  the  debtor  has  traded  after  knowing  him- 
self to  be  insolvent. 

Srdly.  Where  he  has  contracted  any  debt  without  reason- 
able expectation  of  being  able  to  pay. 

4thly.  Where  his  bankruptcy  has  been  caused  by  rash 
Bpeculatioir  or  extravagant  living. 

5thly.  If  the  debtor  has  frivolously  or  vexatiously 
defended  any  action. 

6thly.    If  the  debtor  has  been  guilty  of  undue  preference. 
7thly.    If  the  debtor  has  previously  been  bankrupt  or 
compounded  with  his  creditors. 

8thly.  If  he  has  been  guilty  of  any  fraud  or  fraudulent 
breach  of  trust. 

If  the  scheme  suceeds  in  running  the  gauntlet  of  the 
Official  Receiver's  report  upon  the  above  matters,  and  any 
objections  which  may  be  urged  by  a  dissenting  minority  of 
the  creditors,  and  the  court  considers  the  terms  reasonable 
and  calculated  to  benefit  the  general  body  of  creditors,  then 
tbe  seal  of  the  court  is  attached  to  a  document  embodying 
tbe  terms  of  the  arrangement,  and  the  scheme  is  carried. 
If  default  be  made  in  carrying  out  the  terms  of  the  scheme, 
or  it  be  proved  to  the  court  that  its  consent  was  obtained  by 
fraud,  the  court  annul  the  scheme  and  adjudge  the  debtor 
bankrupt. 

If  the  scheme  be  not  approved  within  fourteen  days  from 
tbe  conclusion  of  the  public  examination  (unless  the  court 
allows  additional  time),  if  the  creditors  do  not  accept  the 
scheme  at  the  first  meeting  or  adjournment  thereof,  or 
refuse  to  confirm  it  at  the   second,   if  the  creditors  do  not 
xneet,  or  if  they  meet,  but  come  to  no  resolution,  or  if  they 
pass  a  resolution  that  the  debtor  be   adjudged  bankrupt, 
tben  in  any  of  the  above  cases  the  court  will  adjudge  the 
debtor  bankrupt,  and  his  property  becomes  vested  in  a  trustee. 
Provided,  however,  that  the  debtor  has  not  committed  any 
Ckct  of  which  the  court,  as  above  stated,  is  boundjto  refuse  its 
approval  to  a  scheme  of  composition,  he  may  still  hope   to 
zriake  such  an  arrangement  as  by  sec.  23,  it  is  provided  that 
tloLG  creditors  may  at  any  time  consider  a  proposal  for  a 
scbeme  of  arrangement,  but  the  same  formalities  and  con- 
ditions must  be  complied  with  as  in  the  attempt  to  carry  a 
BC lieme  at  the  first  meeting. 

Presuming  that  a  scheme  has  been  proposed  or  has  not  been 
oarricd,  and,  from  one  or  other  of  the  causes  before  named, 
tbe  debtor  has  been  adjudged  bankrupt,  the  creditors  may 


either  at  once  appoint  a  trustee  and  committee  of  inspection, 
or  they  may  appoint  the  committee  of  inspection,  and 
direct  them  to  appoint  the  trustee.  If  the  bankiuptcy  takes 
place  from  any  other  cause  than  in  consequence  of  a 
resolution  of  a  meeting  of  creditors,  the  Official  Receiver  is  to 
call  a  meeting  for  the  purpose  of  appointing  a  trustee  forth- 
with. 

As  to  the  appointment  of  trustee,  'the  Official  Receiver 
cannot  be  the  trustee  (except  in  the  special  cases  hereafter 
mentioned),  but  a  creditor  may.  He  must  give  security  to 
the  satisftu-tionof  the  Board  of  Trade,  but  it  is  not  necessary 
that  seeurity  be  given  in  separate  matters,  as  the  trustee  may 
arrant^'e  with  the  Hoard  of  Trade  for  a  standing  seeurity  to 
be  generally  available  for  any  inatt«.T  in  which  he  may  heap- 
pointed,  either  as  special  ]nan:i^,'eror  tru->tfe,aiidt]ie  amount 
may  be  increased  or  diminished  from  time  to  time  as  the 
Board  of  Trade  directs.  'J'hc  Jioard  M  Tralo  nny  ol)ject  to 
his  appointment  either  on  the  -ground  tliat  it  has  not  been 
made  in  good  faith  by  a  m.  jority  in  v.ilue  of  tlie  creditors 
voting;  that  lie  is  not  a  lit  perr^on  to  act  as  trustee,  or  that 
he  is  so  related  to  the  bankrupt,  or  his  estate,  or  to  some 
particular  creditor,  that  it  is  diiiicult  for  him  to  act  impar- 
tially or  in  the  interests  of  the  creditors  generally.  It  i.s 
also  provided  that  it  shall  be  a  sulticient  objection  to  his 
appointment  if  he  has  not  complied  with  any  onler  of  the 
Board  of  Trade  made  under  sec.  IGi2,  whi«h  section  relate«5 
to  the  payment  over  of  unclaimed  monies  in  the  hands  of 
trustees  under  this,  or  the  older  acts,  and  of  the  rendering 
of  accounts  of  such  old  trusteeships  to  the  Board  of  Trade. 
A  majority  of  the  creditors  (that  is  the  same  proportion  as 
appointed  the  trustee)  may,  however,  require  the  Board  of 
Trade  to  submit  its  objection  for  revi-ion  by  the  High 
Court,  and  any  creditor  and  the  person  objected  to  may  be 
heard  in  support  of  the  apix)iniineut. 

The  committee  of  in^^iJection  is  to  be  appointed  from 
among  the  persons  (either  creditors  or  general  proxy  holders) 
qualified  to  vote,  and  is  to  consist  of  not  IcbS  than  three, 
nor  more  than  five,  persons.  The  election  is  by  ordinary 
resolution,  and,  as  above  stated,  the  creditors  may,  if  they 
choose,  leave  to  them  the  appointment  of  the  trustee.  The 
necessary  quorum  is  a  majority  of  the  whole  committee^ 
The  control  which  they  are  to  exercise  over  the  trustee's 
administration  I  shall  refer  to  under  the  next  heading. 

W^e  now  come  to  the  fourth  division,  viz.,  the  general 
administration  of  the  estate  after  the  api)ointment  of  trustee. 

First,  as  to  the  trustee  himself  and  his  duties,  we  will 
assume  that  he  has  satisfied  the  Board  of  Trade  and  obtained 
from  them  a  certificate  of  his  appointment ;  that  he  has  had 
an  interview  with  the  Ofiicial  Receiver  and  obtained  from 
him,  as  provided  in  the  rules,  all  the  information  which  he 
is  able  to  communicate  with  regard  to  the  bankrupt  or  his 
affairs,  and  has  been  duly  put  into  possession  of  all  the 
property  which  was  in  the  hands  of  the  Ofiicial  Receiver 
from  whom  he  is  also  entitled  to  require  an  account  of  his 
receipts  and  payments.  He  now  proceeds  to  administer  the 
bankrupt's  estate,  and  one  of  the  first  points  for  him  to  con- 
sider is,  how  far  he  is  entitled  to  act  uix)n  his  own  respon- 
sibility, and  for  which  actions  he  requires  the  authority  of 
his  committee  of  inspection.  If  there  be  no  committee  of 
inspection  any  direction  or  sanction  required  from  them 
must  be  obtained  from  the  Oflicial  Receiver,  or,  if  the  Board 
of  Trade  so  direct,  from  themselves.  Tbe  matters  which  a 
trustee  may  do  upon  his  own  responsibility  are  : 

Sell  any  part  of  the  bankrupt's  property  (including  good- 
will and  book  debts)  by  public  auction  or  private  con- 
tract. 

Give  effectual  receipts  for  money,  execute  deeds  and 
powers  of  attorney  and  sundry  other  fonnal  matters. 

But  he  requires  the  permission  of  the  committee  of  in- 
spection for  any  of  the  following  acts  : — 

Carrying  on  the  bankrupt's  business  for  winding  up  pur- 
poses : 

Bringing  or  defending  any  action  or  legal  proceedings : 
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Employing  a  solicitor  or  other  agent : 

Accepting  postponed  payments  for  any  property  he  has 
■old: 

Mortgaging  or  pledging  any  of  the  property  : 

Referring  any  dispute  to  arbitration  : 

Compromising  any  debts  duo  to  or  any  claims  due  from 
the  estate  : 

Dividing  any  property  not  readily  realizable  in  kind : 

It  is  specially  to  bo  noted  that  the  trustee  cannot  take  a 
general  authority  to  do  all  or  any  of  the  above  acts,  but 
must  obtain  a  separate,  particular,  and  specific  authority 
for  each  act  in  each  particular  case  as  it  arises. 

The  Committee's  consent  is  also  required  for  the  employ- 
ment of  th&  bankrupt  as  manager  of  any  portion  of  the  pro- 
perty, and  for  the  payment  to  him  of  any  remuneration  or 
maintenance  allowance. 

The  provisions  requiring  their  consent  for  the  compromis- 
ing of  debts  is  unqualified,  and,  therefore,  seems  to  apply  to 
all  debts,  however  small  their  amount,  but  I  suppose  that  in 
practice  some  way  will  be  found  for  relieving  a  trustee  from 
the  obligation  to  obtain  the  sanction  of  his  committee,  <ft 
of  the  Official  Receiver  before  he  can  compromise,  say,  debts 
of  a  few  shillings,  such  as  the  list  of  debts  mainly  consists 
of  in  cases  of  bankrupt  retail  traders  dealing  with  small 
people  accustomed  to  pay  by  weekly  instalments  often 
extending  over  a  long  period. 

In  the  absence  of  any  resolution  of  the  committee  appoint- 
ing the  times  at  which  they  are  to  meet,  the  trustee  is  bound 
to  call  them  together  at  least  once  a  month.  As  this  is  an 
onerous,  and  in  the  largo  majoritv  of  bankruptcies  an 
unnecessary  provision,  a  trustee  will  take  special  care  to 
obtain  at  the  first  meeting  of  the  committee  a  resolution 
fixing  their  times  of  meeting.  As  the  trustee's  accounts 
have  to  be  certified  by  them  once  every  three  months  they 
must  meet  at  least  thus  often,  and,  excepting  special  matters, 
the  same  meetings  will,  no  doubt,  be  found  sufficient  for 
other  business. 

One  of  the  first  duties  of  a  trustee  will  be  the  disclaimer 
of  any  onerous  property  belonging  to  the  bankrupt's  estate, 
and  the  following  are  the  provisions  relating  thereto.  Oner- 
ous property  may  be  land  burdened  with  onerous  covenants, 
shares  in  companies  constituting  probable  liabilities, 
unprofitable  contracts,  or  any  other  property  not  readily 
saleable  or  binding  its  possessor  to  the  performance  of  any 
onerous  act,  or  to  the  payment  of  money.  The  disclaimer 
may  be  made,  notwithstanding  that  the  trustee  has  taken 
possession,  endeavoured  to  sell,  or  exercised  any  other  acts 
of  ownership.  It  must  be  made  in  writing,  but  no  form  is 
given  except  in  the  case  of  the  property  beinp:  a  lease  with 
regard  to  which  there  are  some  special  provisions  which  I 
shall  refer  to  later  on.  It  must  be  made  within  3  months 
after  the  trustee's  appointinont,  unles.<:  tlie  property  did  not 
come  within  the  trustee's  knowledge  during  the  first  month 
of  his  appointment,  in  which  case  he  may  disclaim  at  any 
time  witlun  two  months  after  bccoinin-^  aware  of  it.  The 
effect  of  the  disclaimer  is  to  detonnino  the  rights,  interests, 
and  liabilities  of  the  bankrupt  in  the  property  from  the  date 
of  the  disclaimer,  and  to  relieve  the  trustee  from  any  personal 
liability  from  the  date  when  the  property  vested  in  him, 
that  is  to  say  from  any  liability  whatever.  Any  person  pre- 
judiced by  the  disclaimer  of  property  may  havo  the  extent 
of  his  damages  fixed,  in  the  case  of  a  contract  by  the  Court 
and  in  the  case  of  any  other  property  by  the  trustee,  with  a 
right  of  appeal  to  the  Court,  and  may  prove  upon  the  estate 
for  the  amount.  The  trustee's  right  to  disclaim  may  bo 
barred  by  giving  him  notice  to  elect  whether  ho  will  disclaim 
or  not,  and  if  he  makes  no  election  within  28  days  he  can- 
not afterwards  do  so;  and  if  the  property  be  a  contract  he  is 
deemed  to  have  adopted  it.  Before  disclaiming  a  lease  it  is 
necessary  for  the  trustee  to  give  the  lessor  notice  of  his 
intention  to  do  so,  and  the  lessor  may,  within  seven  days, 
give  the  trustee  notice  that  ho  requires  him  first  to  obtain 
the  leave  of  the  Court.    An  exception)  however,  is  made  in 


the  cases  of  the  following  leases  which  may  be  disclaimed 
without  such  notice  to  tho  lessor. 

Where  the  bankrupt  has  not  sub-let  or  assigned  the  lease 
or  created  any  mortgage  or  charge  thereon. 

Where  the  property  is  assessed  to  the  poor  rate  at  less 
than  JC'20  jjer  annum. 

W^hero  the  bankrupt's  estate  is  being  administered  under 
an  administration  order  (to  be  hereafter  referred  toi. 

Tho  object  of  giving  a  lessor  the  right  of  referring  the 
matter  to  the  Court  is  to  take  its  directions  as  between  the 
lessor  and  the  trustee  as  to  the  disposal  of  fixtures,  tenant*' 
improvements,  and  similar  matters,  which  the  Court  has  & 
discretionary  power  of  dealing  with,  and  also  to  secure  that 
proper  notice  be  given  to  any  other  persons  such  as  mort- 
gagees or  sub-lessees  who  may  be  interested  in  the  lease. 

If  the  trustee  proposes  (having  obtained  the  ssinction  of 
the  Committee  of  Inspection)  to  carry  on  the  trade  of  the 
debtor  for  the  purpose  of  better  realization,  or  if  the  balance 
in  hand  is  likely  to  be  largo,  the  Committee  of  Inspectioii 
may  apply  to  the  Board  of  Trade  for  authority  to  keep  tiie 
estate  account  with  a  local  bank  which  they  may  select,  and 
the  trustee  must  then  pay  all  monies  to  the  credit  of  such 
account.  If  no  local  bank  account  is  opened  the  trustee  is 
bound  to  pay  all  monies  into  the  Bank  of  England,  and  if  he 
keeps  more  than  £50  in  his  hands  for  more  than  10  day? 
(except  with  the  special  authority  of  the  Board  of  Trade)  nc 
may  be  charged  20  per  cent,  interest ;  forfeit  his  remunera- 
tion, and  be  displaced  by  tho  Board. 

One  of  the  matters  which  it  is  a  trustee's  duty  to  enquire 
into  is  the  nature  of  any  settlements  which  may  havo  btft-n 
made  by  tho  debtor,  and  the  following  are  the  provisions  as  13 
their  validity.    A  settlement  is  good  as  against  the  trustee : 

If  made  before,  and  in  consideration  of  marriage. 

If  made  in  favour  of  a  purchaser  or  incumbrancer  in  go->i 
faith  and  for  valuable  consideration. 

If  made  after  marriage  out  of  property  accruing  in  right 
of  tho  wife,  and  tho  settlement  is  for  the  bonefit  of 
the  wife  or  children. 

All  other    settlements   are  void    unconditionally  if  the 
debtor  becomes  bankrupt  within  two  years  thereafter,  ani 
are  void  if  ho  becomes  bankrupt  within  10  years  thereaficr, 
unless  the  parties  claiming  can  prove  t^o  things :  First,  thfit 
the  settlor  was  able  to  pay  his  debts  at  the  time  of  mak::is 
the  settlement  without  the  aid  of  the  settled  property,  an  i 
secondly,  that  tho  interest  in  the  property  actually  passetl  to 
the  trustee   of  tho  settlement  on  its  execution.     This  la^t 
provision  therefore  makes  dangerous  a  not  uncommon  prac- 
tice after  executing  a  settlement  of  leaving  the  settlor  to 
manage  the  property  and  receive  the  income  as  if  no  sottlf- 
nient  whatever  existed. 

It  is  the  trustee's  duty  to  examine  all  proofs  received  by 
him,  and  admit  or  reject  them  in  writing  within  14  day^  of 
their  receipt,   and   any   application   to   vary   the    trust*^ci 
decision  imi.'^t   be  made  within   21  days,   or   tho   trustct-'s 
decision  becomes  indisputable.     As  the  Official  Receiver  :> 
entitled  for  this  purpose  to  act  as  trustee, it  is  not  neceSNir/ 
for  a   trustee,  uj^on  his  appointment,  to  re-examine  proofs 
which   have  passed   through   his   hands,   unless   of    eour>i» 
he    has    grounds    for    believing   that   any  proof    has   lK>on 
improperly  admitted,  in  which  case  he  may  apply  to   the 
court  (after  notice  to  tho   creditor)  to   expunge  or  roili.ce 
the  proof,  and  he  may  take  the   same  course  with  reganl 
to   any   proof  admitted   by  himself    on    receiving    furtlur 
information  witli  regard  to  it.    Kvery  proof  is  to  have  a    1«. 
stamp,    and  be  accompanied   by   a  detailed  statement    cf 
account  showing  how   tho    claim    is   made    up.     It    shall 
specify   the   vouchers,   if   any,   by    which    the    claim     can 
bo  substantiated,  and    tho   trustee   may   call  for  these  at 
any  time.     A  creditor  is  bound  to  deduct  all  trade  discoiints 
except  any  cash  discount  not  exceeding  5  per  cent.     I  have 
already  referred  under  tho  heading   relating  to   the    first 
meeting  to  the  rules  to  bo  observed  by  a  secured  creditor  on 
making  his  proof,   but  thero  are  some  further  provisioxis 
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relating  to  the  proof  of  a  secured  creditor  to  be  made  use  of 
by  a  trustee.  If  he  (the  trustee)  be  dissatisfied  with  the 
amount  of  the  valuation,  and  yet  not  prepared  to  run  the 
risk  of  redeeming  the  security  either  at  the  increase  of  20 
per  cent,  or  (if  entitled  so  to  do)  even  at  the  bare  amount  of 
the  valuation  he  may  require  the  property  to  be  offered  for 
sale  on  terms  to  be  agreed  upon  with  the  creditor,  or  if  the 
creditor  won't  agree,  the  trustee  may  ask  the  Court  to  fix  the 
terms.  A  creditor  may  bar  the  right  of  the  trustee  to  a  sale 
bj  serving  him  with  notice  to  elect  whether  he  will  either 
redeem  or  require  a  sale,  and  if  the  trustee  does  neither, 
within  six  months,  then  the  security  becomes  the  absolute 

Eroperty  of  the  creditor  at  the  amount  of  the  vahiation  in 
is  proof,  and  the  equity  of  redemption  passes  from  the 
trustee  and  vests  in  him.  If  a  creditor  does  not  value  his 
security,  he  is  excluded  from  dividend,  and  the  trustee 
may  divide  the  funds  in  hand  without  regard  to  any  claim 
he  may  have.  All  proofs  of  debt  received  are  to  be  filed  on 
the  first  of  the  following  month,  with  a  list  distinguishing 
proofs  admitted,  rejected,  and  still  under  consideration. 

A  provision  worth  remembering  ^which  existed  in  the  old 
act,  but  does  not  seem  always  to  nave  been  acted  upon)  is 
that  all  documents,  even  down  to  ordinary  receipts  for 
money,  are  exempt  from  the  Inland  Hevenue  Stamp  Duty, 
and  it  is  not  therefore  necessary  for  a  trustee  to  stamp  any 
receipt  given  by  him,  even  when  carrying  on  the  debtor's 
trade. 

In  calling  aji  ordinary  meeting  of  creditors  the  notices  are 
to  be  sent  out  three  days,  at  least,  before  the  meeting,  and 
the  quorum  for  a  meeting  is  three,  or  the  whole  of  the 
creditors,  if  their  number  does  not  exceed  three.  A  meeting, 
however,  at  which  there  is  no][quorum  present  (even  if  it  be 
the  first  meeting),  may  elect  a  chairman,  receive  proofs  of 
debt,  and  adjourn,  but  is  not  competent  to  act  for  any  other 
purpose. 

The  provisions  with  regard  to  the  declaration  of  dividends 
are  as  follows  : — If  the  trustee  does  not  declare  a  dividend 
within  four  months  of  the  first  meeting  of  creditors,  he 
must  satisfy  the  committee  of  inspection  that  there  is 
sufficient  reason  for  his  not  having  done  so,  and  it  will,  of 
course,  be  advisable  for  him  to  record  the  fact  upon  the 
minutes.  Subsequent  dividends  are  to  be  declared  at  intervals 
of  pot  more  than  six  months.  Not  more  than  two  months, 
nor  less  than  twenty-one  days  beforehand,  the  trustee  is  to 
send  notice  of  his  intention  to  declare  a  dividend  to  the 
Board  of  Trade  that  it  may  be  gazetted,  and  to  every 
creditor  who  has  not  proved.  The  notice  to  the  creditors 
who  have  not  proved  must  state  the  time  ^not  being  less 
than  seven  days  from  the  date  of  the  notice)  within  which 
they  can  lodge  their  proofs,  so  as  to  avoid  exclusion  from 
the  dividend,  and  the  trustee  is  not  here  allowed  fourteen 
days  in  which  to  consider  the  proofs,  but  it  is  his  duty  to 
permit  or  reject  them  immediately.  If  within  seven  days  of 
a  notice  of  rejection  a  creditor  has  given  notice  of  appeal, 
the  trustee  must  reserve  in  paying  the  dividend  sufficient  to 
provide  for  his  claim  in  case  he  succeeds  in  his  appeal. 
Notice  of  the  dividend  having  been  declared  is  also  sent  to 
the  Board  of  Trade  to  be  gazetted.  The  dividend  notice  to 
the  creditors  who  have  proved  is  to  be  accompanied  by  a 
statement  showing  the  position  of  the  estate.  Before  the 
declaration  of  the  final  dividend — if  there  be  any  claim 
still  outstanding  of  which  the  trustee  has  notice,  but  which 
the  claimants  have  not  established — the  trustee  may  serve 
them  with  notice  that  if  within  a  time  to  be  named  by  him 
they  do  not  establish  their  claims,  they  will  be  excluded  from 
dividend  altogether,  and  if  they  do  not  in  the  meantime 
establish  their  claims,  or  apply  to  the  Court  for  further  time, 
the  trustee  is  to  divide  the  estate  without  any  regard  to  them. 
It  must  be  borne  in  mii.d  that  those  facilities  for  clearing 
up  claims  apply  to  the  cases  of  secured  creditors.  Any 
dividends  unclaimed  from  the  trustee  for  a  period  of  six 
months,  and  any  undivided  balance  remaining  in  his  hands 
on  final  division  of  the  estate,  must  be  paid  by  him  into  the 


Bank  of  England  to  the  credit  of  an  account  called  the 
Bankruptcy  Estates  Account.  The  process  is  to  send  a  list 
of  such  dividends  to  the  Board  of  Trade,  with  an  application 
for  an  order  to  the  Bank  of  England  to  receive  the  amount. 
This  order  is  called  a  paying  in  order.  Any  person  after- 
wards claiming  any  such  dividend  will  have  to  obtain  the 
amount  by  application  to  the  Board  of  Trade,  and  such 
application  must  bear  a  2s.  6d.  stamp. 

The  accounts  to  be  kept  by  a  trustee  are  the  record  book, 
(a  kind  of  minute  book  containing  a  full  account  of  all  pro- 
ceedings at  meetings  of  creditors  or  of  the  committee  of 
inspection),  and  a  cash  book,  and  these  two  books  are  to  be 
submitted  to  the  committee  at  least  every  three  months, 
when  they  are  to  give  a  certificate  upon  the  cash  book  that 
they  have  examined  it  with  the  vouchers,  and  to  the  best  of 
their  belief  it  is  a  full,  true,  aild  complete  account.  A  copy 
of  the  cash  book  in  duplicate  (one  of  which  duplicate  copies 
is  to  bear  stamps  to  the  value  I  per  cent,  upon  the  assets 
realized)  verified  by  affidavit,  is  to  be  sent  to  the  Board  of 
Trade  for  audit  every  six  months,  and  with  the  first  account 
the  trustee  is  to  send  a  copy  of  the  statement  of  affairs. 
When  a  trustee  is  carrying  on  the  debtor's  trade  he  is  to 
keep  a  separate  cash  book,  and  enter  the  weekly  totals  of 
receipts  and  payments  only  in  the  cash  book  which  has  to 
be  forwarded  to  the  Board  of  Trade.  Once  a  month  the 
trade  account  is  to  be  verified  by  the  trustee's  affidavit,  and 
one  of  the  committee  of  inspection  (to  be  appointed  by  them- 
selves) is  to  audit  it.  The  trustee  is  bound  to  supply  any 
creditor  with  a  copy  of  his  accounts  or  of  the  list  of  creditors 
on  his  paying  for  them  at  the  rate  of  3d.  per  folio  of  72 
words. 

The  trustee's  remuneration  may  be  fixed  by  a  meeting  of 
creditors  by  ordinary  resolution,  or  they  may  leave  it  to  the 
committee  of  inspection.  The  resolution  must  express 
what  expenses  the  remuneration  is  to  cover.  The  remunera- 
tion must  be  in  the  form  of  a  twofold  committee,  being  so 
much  per  cent,  upon  the  amount  realized,  and  so  much  per 
cent,  upon  the  amount  distributed  in  dividend.  The  rate 
per  cent,  upon  the  amount  realized  is  not,  however,  to 
exceed  the  rate  per  cent,  upon  the  amount  distributed  as 
dividend.  If  one  fourth  in  number  of  the  creditors,  or  the 
bankrupt  himself,  appeal  to  the  Board  of  Trade,  the  Board 
may  fix  the  remuneration.  The  best  course  for  a  trustee  to 
take  is,  it  seems  to  me,  to  obtain  a  resolution  of  creditors, 
leaving  the  matter  in  the  hands  of  the  committee  of  inspec- 
tion, as  they  are  better  acquainted  with  the  work  accom- 
plished, and  to  obtain  their  resolution  fixing  his  percentages 
at  so  much  each,  exclusive  of  expenses  out  of  pocket.  The 
latter,  from  the  number  of  forms  to  be  complied  with,  fees  to 
be  paid,  and  of  notices  to  be  sent  out.  will  be  no  inconsider- 
able proportion  of  his  costs,  and  it  is  a  portion  not  fully 
appreciated  by  creditors.  If  the  creditors  pass  no  resolution 
it  rests  with  the  taxing  master  to  fix  the  remnneration  of 
the  trustee.  The  trustee  is  bound  not  to  pay  any  charges  of 
solicitors,  managers,  accountants,  auctioneers,  brokers,  or 
other  persons,  without  the  taxing  master's  allocatur,  but 
his  own  charges  when  fixed  by  resolution  of  creditors  or 
committee  of  inspection,  are  exempt  from  review  by  the 
taxing  master,  thus  disposing  of  a  question  raised  by  the 
registrars  of  some  county  courts  under  the  old  act. 

If  a  trustee  wishes  to  resign,  or  has  concluded  the  realiza- 
tion of  the  estate,  he  has  to  apply  to  the  Board  of  Trade, 
who,  after  obtaining  a  report  from  these  officials  upon  his 
accounts,  will,  if  satisfied,  grant  him  his  release.  In  the 
case  of  resignation,  however,  he  has  first  to  call  a  meeting  of 
creditors  and  obtain  their  sanction. 

I  cannot  give  you  in  detail  all  the  provisions  affecting  the 
trustee,  but  there  are  one  or  two  more  points  I  should  like 
to  direct  your  attention  to.  He  has  the  power  of  taking 
part  in  the  public  examination  of  the  bankrupt,  presuming 
that  it  is  not  concluded  before  his  appointment.  He  may 
require  the  bankrupt  to  assist  him  to  the  utmost  of  his 
power  in  any  reasonable  way,  even  after  his  discharge,  i^d 
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4.  Whenever  the  company  is  unable  to  pay  its  debts  : 

5.  Whenever  the  Court  is  of  opinion  that  it  is  just  and 

equitable  that  the  company  should   be  wound-up: 

(CJompanies'  Act  1862,  s.  79). 
An  nnregistered  company  may  bo  wound  up  by  the  court : 
(a.)  Whenever  it  is  dissolved  or  has  ceased  to  carry  on 

business    only  for  the  purpose    of  winding-up  its 

affairs. 
(b.)  Whenever  it  is  unable  to  pay  its  debts. 
(c.)  Whenever  the  Court  is  of  opinion  that  it  is  just  and 

equitable  that  the  company  shall    be  wound  up : 

(Companies'  Act  1862,  s.  199,  sub-sect.  3). 
A  registered  company  may  be  wound-up  voluntarily  : 

1.  Whenever  the  period,  if  any,  fixed  for  the  duration  of 

the  company  by  the  articles  expires,  or  whenever  the 
event,  if  any,  occurs,  upon  the  occurrence  of  which 
it  is  provided  by  the  articles  that  the  company  is  to 
be  dissolved,  and  the  company  in  general  meeting 
has  passed  a  resolution  requiring  the  company  to  be 
wound-up  voluntarily. 

2.  Whenever  the  company  has  passed  a  special  resolution 

requiring  the  company  to  be  wound  up  voluntarily. 

8.  Whenever  the  company  has  passed  an  extraordinary 
resolution  to  the  effect  that  it  has  been  proved  to 
their  satisfaction  that  the  company  cannot  by  reason 
of  its  liabilities  continue  its  business  and  that  it  is 
advisable  to  wind  up  the  same. 

Ahy  resolution  is  to  be  extraordinary  which  is  passed  in 
such  manner  as  would,  if  it  had  been  confirmed  by  a 
subsequent  meeting,  have  constituted  a  special  resolution  : 
(Companies  Act  1862,  s.  129). 

When  a  resolution  has  been  passed  by  a  registered  com- 
pany to  wind  up  voluntarily  the  Court  may  make  an  order 
directing  the  voluntarily  winding-up  to  continue,  but  subject 
to  such  supervision  of  the  Court,  and  with  such  liberty  for 
creditors,  contributories,  or  others,  to  apply  to  the  Court,  and 
generally  upon  such  terms  and  conditions  as  the  Court  thinks 
just :  (Companies*  Act  1862,  s.  147). 

I  may  conveniently  add,  in  this  place,  that  a  voluntary 
winding-up  is  not  a  bar  to  the  right  of  any  creditor  to  have 
the  company  wound-up  by  the  Court  if  the  Court  thinks  his 
rights  will  he  prejudiced  by  a  voluntary  winding-up  :  (Com- 
panies' Act  1862,  s.  145). 

Yon  will  observe  that  a  registered  company  may  itself 
elect  by  special  resolution  to  be  wound-up,  either  voluntarily 
or  compulsorily.  And  so  careful  is  the  Court  to  study  the 
desires  of  those  immediately  interested  in  the  company  that 
even  where  the  Act  of  Bankruptcy — or  rather  liquidation — 
is  something  other  than  a  resolution  of  the  members,  it  may, 
and  will,  in  determining  whether  a  company  is  to  be  wound- 
up by  or  under  the  supervision  of  the  Court,  and  as  to  all 
matters  relating  to  the  winding-up,  have  regard  to  the  wishes 
of  the  creditors  or  contributories,  and  direct  meetings  to  be 
held  to  ascertain  their  wishes  :  (Companies'  Act  1862,  s.  149). 

Delay  or  suspension  of  carrying  on  business  for  a  year 
seems  to  be  an  act  of  liquidation,  of  which  the  Court  is  not 
astute  to  take  advantage ;  and  if  the  delay  is  satisfactorily 
aooounted  for,  the  winding-up  order  may  be  refused :  {Buckley 
189).  The  other  grounds  for  a  petition  to  wind-up  a 
registered  company,  specified  in  the  same  section,  may  be 
tiJcen  advantage  of  though  a  year  has  not  elapsed  since 
incorporation  :  (London  and  County  Coal  Company^  L.  Kep. 
8  Eq.,  366 ;  Oerman  Date  Coffee  Co^npany^  L.  Kep.,  20  Ch. 
Div.  169). 

As  regards  the  third  ground  of  compulsory  liquidation  of  a 
•registered  company — when  the  members  are  less  than  seven 
— it  is  something  more  than  a  question  of  expediency 
whether  a  winding-up  shall  take  place  in  case  of  such  a 
reduction,  for  if  the  ship  sails  for  six  months  with  a  crew  of 
six  or  less,  each  member  is  severally  liable  for  all  the  debts 
— ^in  other  words  his  liability  becomes  unlimited:  (Com- 
panies' Act  1862,  s.  48). 

Ths  legislature  has  been  very  careful  about  thia  magio 


number,  for  it  requires  seven  or  more  to  band  themselvea 
together  before  they  can  take  the  benefits  of  registration: 
(Companies'  Act  1862,  s.  6) ;  and  where  an  unregistered  com- 
pany has  loss  than  this  number  of  members  it  is  unable  :o 
avail  itself  of  the  winding-up  provisions  of  the  Act :   (s.  lO"}). 

1  believe,  however,  that  there  is  no  reported  case  in  whi-^h 
a  winding-up  order  has  been  made  solely  on  the  ground  that 
the  members  of  the  company  have  baen  reduced  in  number 
to  less  than  seven. 

The  fourth  circumptance  under  which  a  company  mav  be 
wound-up  compulsorily  is* when  it  is  unable  to  pay  its  d.-orx. 
These  words  which  have  a  very  extended  meaning  in  ordinary 
language  have  a  technical  significance,  and  that  not  always 
the  same,  as  used  in  the  Companies'  Acts  for  a  registered 
company  is  deemed  unable  to  pay  its  debts : 

1.  Whenever  a  creditor,  in  a  sum  exceeding  fifty  pounrj 

then  due,  has  served  on  the  company,  at  their 
registered  ofiice,  a  demand  under  his  hand  requiring 
the  company  to  pay,  and  the  company  has  for  three 
weeks  neglected  to  pay  such  sum.  or  to  secure  o: 
compound  for  the  same  to  the  reasonable  satisf  Jkct:i.n 
of  the  creditor : 

2.  Whenever,  in  England  and  Ireland,  execution  or  other 

process  issued  on  a  judgment  decree  or  order  of  anr 
•    Court  in  favour  of  any  creditor  in  any  proceeding 
against   the    company    is  returned    unsatisfied  x 
whole  or  in  part : 

3.  ,  Whenever,  in  Scotland,  the  inducise  of  a  charge  f;r 

payment    on    an    extract    decree,    or     an    extn^ct 
registered  bond,  or  an  extract  registered  proief. 
have  expired  without  payment  being  made  : 

4.  Whenever  it  is  proved  to  the  satisfaction  of  the  C'rir. 

that  the  company  is  unable  to  pay  its  debts :  {Ccm- 
panics'  Act  1862,  s.  80). 

Compare  with  this  definition  the  explanation  of  the  wor>'s 
"unable  to  pay  its  debts,"  when  the  defaulter  is  an  ui- 
registered  company.  This  explanation  is  given  in  sub-set  L 
3  of  sect.  199  of  the  Act  of  1862. 

The  first  case  is  when  there  is  failure  for  3  weeks,  to  pa^ 
or  compound  for  a  debt  over  fifty  pounds,  the  only  differcc.^ 
being  that  the  service  of  the  demand  instead  of  being  r.: 
the  registered  office  which  is  practicable  only  in  the  cax.-  "i 
a  registered  company,  is  to  he  on  the  secretary,  or  sou: 
director  or  principal  officer  of  the  unregistered  companj,  r 
otherwise  as  the  court  approves  or  directs. 

The  second  legislative  instance  of  inability  to  pav  Jel:- 
in  the  case  of  an  unregistered  company,  is  one  which  cam:  : 
happen  in  the  case  of  a  registered  company.  It  is,  whcr.«  v.  r 
any  action  or  other  proceeding  has  been  instituted  again-: 
any  member  for  any  debt  or  demand  claimed  to  be-  si:*: 
from  the  company  or  from  him  in  his  character  of  mcnir.«  -. 
and  notice  in  writing  of  such  proceeding  having  been  civ  y 
served  upon  the  company,  the  company  has  not  within  tt.> 
days  paid,  secured,  or  compounded  for  such  debt  or  demar-o. 
or  procured  such  proceeding  to  be  stayed,  or  indemnified  tl  • 
defendant  to  his  reasonable  satisfaction  against  sue- 
proceeding,  and  against  all  costs,  damages,  and  expense? :.-  ' 
be  incurred  by  him  by  reason  of  the  same :  (Companies' 
Acts,  1862,  8.  199,  sub.  sect.  8  (6). 

The  third  instance  is  the  return  unsatisfied  in  England  .: 
Ireland  of  execution,  cither  against  the  company,  (as  in  tt^ 
case  of  a  registered  company),  or  against  any  mcmt'' 
thereof  as  such,  or  against  anv  person  authorized  "to  be  >■ 
as  nominal  defendant  on  behalf  of  the  company.  Compatit  ^ 
Act,  18G2,  sect.  199,  sub-sect.  3,  (c). 

The  fourth*  instance  of  inability  to  pay  debts  is  not  on*: 
those  given  in  the  section  as  to  registered  companies. 

It  is,  whenever,  m  the  case  of  an  unregistered  compa  •' 
enga;::cd  in  working  mines  within  and  subject  to  i^~ 
jurisdiction  of  the  Stannaries,  a  customary  decree  or  orC:* 
absolute  for  the  sale  of  the  machinery,  materials,  and  c6*  ' 
of  such  mine  has  been  made  in  a  creditor's  suit  in  the  Q<x^ 
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of  the  Vice- Warden :  (Companies'  Act,  1862,  s.  199,  sub. 
sect.  3,  (d). 

The  other  two  instances  are  the  same  as  the  third  and 
fourth  sub-sections  of  the  section  relating  to  registered 
companies. 

There  is  nothing  in  the  Act  to  prevent  a  creditor  with  a 
debt  of  less  than  £50  from  petitioning  indeed,  s.  82  of  the  Act 
of  1862  says,  **  any  one  or  more  creditor  or  creditors  may 
petition,"  but  in  practice,  the  Court  treats  the  £50  limit  in 
s.  80  as  a  guide  to  the  amount  of  the  stake  which  the 
petitioners  ought  to  have  :  (Buck.  195). 

I  must  remind  you  that  neglect  to  comply  with  the 
statutory  notice  is  not  the  only  test  of  insolvency  :  it  may 
be  shown  in  any  other  way :  (Companies'  Act,  1862,  s.  80, 
sub-sect.  4). 

A  winding-up  petition  is  not  the  proper  way  of  trying  the 
vaUdity  of  a  disputed  debt,  (Re  Gold  Hill  MineSy  23  Ch.  Div. 
210),  but  in  the  recent  case  of  the  Peoples*  Caf6  Company, 
the  practical  effect  of  a  petition  founded  on  a  disputed  debt, 
was  to  obtain  both  a  trial  and  payment. 

Insolvency  has  an  extended  meaning  in  the  case  of  a  Life 
Assurance  Company,  sect.  21  of  the  Life  Assurance 
Companies'  Act,  1870,  provides  for  winding-up  in  the  case  of 
prospective  insolvency  ;  but  if  the  company  is  commercially 
insolvent,  it  may  be  wound  up  apart  from  the  special 
grounds  mentioned  in  that  section :  (Buck.  541). 

The  *  just  and  equitable  clause '  which,  as  you  will  have 
observed,  is  a  ground  for  winding-up  either  a  registered  or 
an  unregistered  company,  was  unsuccessfully  attempted  to 
be  used  nearly  twenty  years  ago  in  re  Suburban  Hotel 
Company^  (L.  Rep.  2  Ch.  App.  737).  The  petition  failed  in 
that  case,  and  also  in  the  recent  case  of  the  Langham 
Skating  Rink,  (L.R.  5  Ch.  Div.  669) ;  but  certain  principles 
were  then  laid  down,  on  which  the  Court  acted  in  ordering 
;he  winding-up  of  the  Haven  Gold  Mining  Company,  (L.  Rep. 
20.  Ch.  Div.  151),  and  the  Oerman  Date  Coffee  Company, 
L.R.  20.  Ch.  Div.  169).  These  two  cases  decide  that  a 
ninozity  of  the  shareholders  may  insist  on  a  winding-up 
vhere  the  substratum  of  the  company  is  gone,  even  though  a 
'ear  has  not  elapsed  since  incorporation ;  and  it  is  sufficient 
f  the  main  object  of  the  company  cannot  be  carried  out, 
van  though  one  of  the  minor  objects  is  being  worked  at  a 
refit. 

Now,  a  petition  for  the  winding-up  of  a  company  may  be 
resented  by  the  company,  or  by  any  one  or  more  creditor  or 
reditors,  contributory  or  contributories  of  the  company,  or 
y  all  or  any  of  th«  above  parties,  together  or  separately ; 
nd  every  order  made  on  any  such  petition,  operates  in 
bvour  of  all  the  creditors  and  bM  the  contributories  of  the 
c>xnpany  in  the  same  manner  as  if  it  had  been  made  upon 
>int  petition  of  a  creditor  and  a  contributory :  (Companies' 
ct,  1862,  s.  82). 

But  where  there  is  a  voluntary  winding-up,  the  Court  will 
Dt  generally  continue  the  winding-up  under  supervision  on 
le  petition  of  a  contributory,  unless  the  resolution  for 
doutaiy  liquidation  has  been  obtained  by  improper  or 
•rrupt  influence :  (Buck.  301). 

And.  it  has  been  held  a  compulsory  order  cannot  be  made 
L  the  petition  of  a  contributory  after  a  voluntary  winding-up, 
cept  "where  there  has  been  fraud  in  passing  the  voluntary 
solution,  or  the  petition  is  supported  by  creditors :  (re 
yld  Company,  11  Ch.  Div.  701). 

In  A  recent  case,  however,  such  an  order  was,  I  believe, 
bained  by  consent :  (re  Taurine  Company,  L.  Rep.  25  Ch. 
V.  118,  123). 

riie  wording  of  the  145th  section  of  the  Companies*  Act, 
J2,  clearly  shows,  however,  that  the  intention  of  the 
islatuxe  was  that  a  voluntary  liquidation  should  be  a  bar 
every  X)etition  except  that  of  a  creditor,  and  I  believe  the 
use  of  Lords  would  so  decide.  Every  court  of  inferior 
isdiction  is  bound  by  authority  to  the  contrary. 
^ho  Court  has  power  to  supersede  a  supervision  order  by 
order  directing  the  company  to  be  wouna  up  compolsoxily, 


(Companies'  Act,  1862,  s.  152),  but  there  are  few  cases  in 
which  it  would  be  done. 

It  is  not  within  the  scope  of  this  lecture  to  enter  on  a 
minute  enquiry  as  to  what  particular  classes  of  creditors  or 
contributories  are  proper  persons  to  petition  for  winding-up, 
or  to  discuss  the  circumstances  under  which  the  Court  wul 
grant  or  refuse  a  winding-up  order. 

Nor  have  I  time  now  to  go  into  all  the  details  as  to 
preparing,  presenting,  serving,  and  advertising  the  petition. 
These  things  concern  the  solicitor  rather  than  the  accountant. 

1  may  tell  you,  however,  that  as  soon  as  the  petition  is 
presented,  the  Court  may  stay  further  proceedings  in  any 
action  against  the  company.  The  Court,  in  this  case,  is, 
since  the  Judicature  Acts,  not  necessanly  the  Court  having 
the  conduct  of  the  winding-up  proceedings,  but  is  the  Court 
where  the  action  is  pendmg :  (Companies'  Act,  1862,  s.  85  ; 
re  Artistic  Colour  Printing  Company,  L.  Rep.  14  Ch.  Div. 
502). 

Where,  however,  the  action  is  proceeding  in  an  inferior 
court,  such  as  a  county  court,  an  injunction  may  be  granted 
by  the  court  in  which  the  pejiition  is  pending. 

At  first  sight  it  would  seem  that  in  the  case  of  a  company 
registered  under  part  I  of  the  Act,  application  for  such  a  stay 
could  be  made  by  the  company,  or  any  creditor  or  contribu- 
tory: (Companies'  Act,  18i62,  s.  85),  while  in  the  case  of 
companies  registered  under  part  VII  and  unregistered 
companies,  application  could  only  be  made  by  a  creditor, 
(ss.  197  and  201) ;  but  the  effect  of  sect.  104  of  the  Act  of 
1862,  is  to  enable  the  company  or  a  contributory  as  well  as 
creditor  to  apply  for  a  stay  of  proceedings  against  the 
company,  whether  under  part  VII.  or  unregistered :  Budow 
V.  Great  Britain  Mutual  Society,  L.  Rep.  17  Ch.  Div.  600). 

Where,  however,  the  action  sought  to  be  restrained  is  not 
against  the  company,  but  against  a  contributory  thereof — 
this  of  course  does  not  apply  to  companies  registered  under 

{>art  I— only  a  creditor  can  make  the  appUcation:  (Buck 
ey206.)  . 

A  petition  for  a  supervision  order  gives  the  Court  the 
same  jurisdiction  as  to  staying  or  restraining  proceedings  as 
a  petition  for  a  compulsory  winding-up':  (Compamies'  Act 
1862,  s.  148). 

There  is  no  analogous  provision  in  the  case  of  a  voluntary 
winding-up,  that  is  to  say,  no  stay  will  be  ordered  before  the 
resolution  for  voluntary  liquidation  has  been  passed. 

As  regards  staying  or  transferring  proceedings  after  a 
winding-up  has  been  ordered  or  resolved  upon,  there  are 
other  and  distinct  provisions  as  to  the  other  diflerent 
methods  of  liquidation. 

When  a  compulsory  order  has  been  made  for  winding-up 
a  company  under  the  Act,  no  suit,  action,  or  other  proceecT 
ing  is  to  he  proceeded  with  or  commenced  against  the  com- 
pany except  with  the  leave  of  the  Court,  and  subject  to  such 
terms  as  the  Court  may  impose :  (Companies'  Act  1862,  s. 
87). 

When  an  order  has  been  made  for  winding-up  a  company 
registered  in  pursuance  of  part  VII  of  the  Act,  in  addition 
to  the  provisions  thereinbefore  contained,  it  is  further  pro- 
vided that  no  suit,  action,  or  other  legal  proceeding  snail 
be  commenced  or  proceeded  with  against  any  contrSmtory 
of  the  company  in  respect  of  any  debt  of  the  company, 
except  with  the  leave  of  the  Court,  and  subject  to  such  terms 
as  the  Court  may  impose :  (Companies  Act  1862,  s.  198).  An 
action  against  the  company  itself  would  seem  to  come 
within  s.  87. 

Where  an  order  has  been  made  for  winding-up  an 
unregistered  company  in  addition  to  the  provisions  therein- 
before contained  in  the  case  of  compames  formed  under 
the  Act,  it  is  further  provided  that  no  suit,  action,  or  other 
legal  proceeding  shall  be  commenced  or  proceeded  with 
against  any  contributory  of  the  company  in  respect  of  any 
debt  of  the  company,  except  with  the  leave  of  the  Court,  and 
subject  to  such  terms  as  the  Court  may  impose :  (Compaoi^* 
Act,  1862,  s.  202). 
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A  supervision  order  is,  for  the  purpose  of  staying  proceed- 
ings, deemed  to  be  a  compulsory  order :  (Companies'  Act, 
1862,  B.  161. 

In  the  case  of  a  voluntary  winding-up  there  is  no  express 
power  to  stay,  but  the  Court  acts  in  the  same  way  under  '• 
sect.  138,  (Buck.  206). 

Where  a  compulsory  windmg-np  order  has  been  made,  the 
Court  may  transfer  actions  pending  in  any  other  Court  or 
Division  to  itself,  on  an  cxparU  application :  (R.  S.  C,  1883, 
Ord.  49,  V.  5). 

The  Court  may  also  at  any  time  after  presentation  of  a 
winding-up  petition,  and  before  the  first  appointment  of 
liquidators,  appoint  a  provincial  liquidator  or  liquidators : 
(Companies'  Act,  1862,  ss.  85,  92). 

And  here,  I  think,  I  may  most  conveniently  deal  with 
that  portion  of  the  law  of  winding-up  which  is  most 
interesting  to  chartered,  or  would — be  chartered  accountants 
— I  mean  the  appointment,  powers,  and  duties  of  liquidators. 

There  are  three  kinds  of  liquidators. 
1. — Provisional  Hquidators. 
2. — Official  liquidators. 
3. — Liquidators. 

I  have  already  told  you  how  soon  a  provisional  liquidator 
may  be  appointed.  But  he  may  bo  appointed  even  after  the 
winding-up  order  for  a  limited  purpose  :  {re  Langhani  Skating 
Bink  Company y  L.  Rep.  6,  Ch.  Div.  102). 

He  will  not,  however,  in  general  be  appointed  before  the 
hearing  of  the  winding-up  petition,  unless  the  company  is 
shown  to  be  insolvent,  or  unless  the  petition  is  presented  by 
the  company  itself  or  is  unopposed:  (Buckley,  218),  tliough 
in  case  of  ui^ency,  a  provisional  liquidator  will  be  appointed 
without  the  company's  consent,  on  his  undertaking  to  give 
security  forthwith :  (Id). 

The  order  appointing  a  provisional  liquidator  usually 
defines  his  duties  :  (Companies'  Act,  1862,  s.  96),  which  are 
generally  to  temporarily  act  as  a  receiver,  and  protect  the 
company's  property. 

Many  of  the  rules  in  the  General  Orders  of  November, 
1862,  relating  to  official  liquidators,  apply  so  far  as 
applicable,  and  subject  to  the  directions  of  the  judge  in 
each  case  to  provisional  liquidators  :  (Gen.  Ord.,  Nov.  1862, 
r.  69). 

The  provisional  liquidator  is  not  entitled  to  appear  on  the 
hearing  of  the  petition,  if  he  does,  he  will  not  be  allowed 
costs :  (re  General  Intematumal  Ag&ticy  Company^  36  Bead.  1). 

In  the  same  way  the  official  receiver  in  bankruptcy  will 
not  be  allowed  his  costs  of  appearing  on  an  appeal  from  a 
receiving  order,  unless  he  has  something  special  to  bring  to 
the  attention  of  the  Court :  (Be  Dixon  and  Wilscmy  Court 
of  Appeal,  May  2nd). 

A  provisional  liquidator  who  has  been  appointed  before  a 
windmg-up  order  is  generally  continued  till  liquidators  have 
been  appomted :  (Buckley  236). 

For  the  purpose  of  conducting  the  proceedings  in  winding- 
np  (that  is  compulsory  winding-up)  and  assisting  the  Court 
therein,  there  may  be  appomted  an  official  liquidator  or 
official  liquidators  ;  in  all  cases  if  more  persons  than  one  are 
appointed  to  the  office  of  official  liquidator,  the  Court 
declares  whether  any  act  required  or  authorized  by  the  act 
to  be  done  by  the  official  liquidator  is  to  be  done  by  all  or 
any  one  or  more  of  such  persons :  (Companies'  Act,  1862, 
B.  92). 

Liquidators  ought  to  be  disinterested  persons.  Account- 
ants should  be  warned  not  too  freely  to  invest  their  savings 
in  the  shares  of  companies,  one  reason  being  that  the 
appointment  of  a  shareholder  as  liquidator  is  generally 
considered  improper :  (Norihuvihcrland  and  Durhavi  Bank- 
ing Co.,  2  De  G.  &  T.,  608). 

As  a  general  rule,  where  a  winding-up  order  is  made  on 
two  petitions,  the  carriage  of  the  order  is  given  to  the  first 
petition,  but  the  Court  may  give  it  to  the  second:  (Be 
CunriiTigham  A  Co.,  60  L.  T.  Rep.,  246). 

There  is  no  fixed  rule  as  to  who  is  to  be  appointed  official 


lliquidator,  but  the  Court  generally  appoints  the  nominee  of 
the  petitioner,  if  such  nominee  is  a  fi-  and  proper  person: 
(Buck.  237-8) ;  tjiough  regard  is  to  be  had  to  the  wishes  of 
creditors  or  contributories :  (Companies'  Act,  1862,  s.  91). 

Where  a  supervison  order  has  been  superseded  bj  a 
compulsory  order,  the  Court  may  in  such  last-mentioned,  or 
any  subsequent  order,  appoint  the  voluntary  Ijquidators  or 
any  o^  them,  cither  provisionally  or  permanently,  and  eitVcr 
with  or  without  the  addition  of  other  persons,  to  be  officii, 
liquidators  :  (Companies'  Act ,  1862,  s.  152) ;  and  the  com- 
pulsory order  generally  continues  the  voluntary  liquidator^; 
(lie  Lmulon  and  Mediterranean  Bank,  15  L.  T.  Rep.,  H.  S. 
153). 

Athough  the  Court  has  jurisdiction  to  appoint  an  officiJ 
liquidator  at  the  hearing  of  the  winding-up  petition,  it  -s 
the  settled  practice  not  to  do  it  then,  but  to  refer  the  matter 
to  chambers :  (Be  General  Financial  Bank,  L.  Bep.,  ^  CL 
Div.  276). 

The  judge  cannot  delegate  to  his  chief  clerk  the  dory  d 
selecting  a  proper  person  as  official  liquidator:  (Gn-i't 
Southern  Mysore  Mining  Company,  48  L.  T.  Rep.,  N.  S.  lit. 

The  official  liquidator  is  appointed  by  order  of  the  Court 
(Gen.  Order,  Nov.  1862,  r.  11),  and  the  appointment  e^t 
be  made  without  previous  advertisement  or  notice  lo  any 
one  (Id.  r.  8),  but  the  practice  is  to  fix  a  time  and  place  fcr 
the  appointment  (Id.  r.  8),  which  time  and  place  are  dxj 
advertised  beforehand  (Id.  r.  9). 

After  the  official  liquidator  has  given  security,  his  appcint- 
mont  is  advertised  as  the  Court  directs :  (Gen.  Ord.,  1^1 
r.  14). 

Now  "  upon  the  voluntary  winding-up  of  a  company  "  or.i 
of  the  *'  consequences  which  shall  ensue  "  is  that  "  liquil'- 
tors  shall  bo  appointed  for  the  purpose  of  winding-up  i^f 
affairs  of  the   company  and  distributing   the   property^ 
(Companies'  Act,  1862,  s.  133,  sub-sect.  2). 

If  you  will  refer  to  s.  92,  you  will  find  that  the  off '  •  i 
liquidator  is  appointed  for  the  purpose  of  "  conducting  tr. 
proceedings  in  winding-up"  and  assisting  the  Courti  thertiL. 

(To  be  continued.) 
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THE   JUNE   EXAMINATIONS. 

For  these  examinatioiis  the  large  number  of  one  hundred 
and  fifty  four  candidates  presented  themselves,  and  of  this 
number  one  hundred  and  seven,  or  nearly  seventy  per  cent., 
were  successful. 

In  the  preliminary  examination  twenty-eight  students 
were  successful  out  of  forty-two — a  result  decidedly  above 
the  average.  The  intermediate,  however,  shows  a  startling 
change,  for  out  of  53  who  were  examined  no  less  than 
seventeen  failed,  whereas,  previous  to  this  examination,  the 
total  number  of  failures  had  been  only  three  as  compared 
with  thirty-two  successes.  The  final,  on  the  contrary,  comes 
out  triumphantly,  forty  candidates  having  succeeded  out  of 
fifty-five — a  number  not  only  very  much  above  the  average, 
but,  when  compared  with  the  result  of  the  December  exam- 
ination where  sixteen  failed  and  eighteen  passed,  it  is  a 
matter  of  congratulation  for  both  exiuniners  and  examined. 

For  those  of  our  readers  who  rejoice  in  statistics  and  revel 
in  working  out  percentages  we  append  a  table  showing  the 
results  of  the  various  examinations  held  from  December, 
1882,  up  to  the  present  time,  which  will  be  seen  to  fully 
justify  our  remarks. 


Preliminary. 

Intermediate. 

Final. 

Equivalent  to  Final. 

Total. 

Examination  held. 

SuooesB- 
fuL 

Unsuc- 
cessful. 

Success- 
ful. 

Unsuc- 
cessful. 

Success- 
ful. 

Unsuc- 
cessful. 

Success- 
ful. 

Unsuc- 
cessful. 

Success-       Unsuc- 
ful.          oessful. 

December,  1882. 

10 

9 

— 

.— 

16 

5 

8 

2 

28              16 

June,  1883. 

24 

17 

10 

2 

23 

6 

1 

1 

58             26 

December,  1883. 

20 

9 

22 

1 

18 

16 

5 

1 

65              27 

June,  1884. 

28 

14 

36 

17 

40 

15 

3 

1 

107             47 

Totals 

82 

49 

68      • 

20 

96 

42 

12 

5 

258            116 

is  these  figures  speak  for  themselves  we  do  not  propose 
indulge  in  further  comparisons,  but  would  venture  to 
lit  out  to  the  Council  of  the  Institute  how  rapidly  the 
nber  of  candidates  is  increasing,  and  it  will  probably 
n  bo  thought  necessary  to  either  increase  the  severity 
;he  examinations,  or,  as  in  the  case  of  Sandhurst  and 
other  military  colleges,  to  limit  the  number  of  successful 
cli dates,  whatever  the  individual  merits  of  those 
3ssarily  shut  out  may  be. 
ba.t  the  papers  set  at  the  last  examination  afford  a  very 

test   of   the  abilities  and  reading  of  the  candidates  a 
t  examination  will  show ;  in  fact,  the  papers  in  Partner- 

a.nd  executorship  accounts,  both  intermediate  and  final. 


were,  in  our  opinion,  both  too  difiScult  and  too  long, 
considering  the  time  at  the  disposal  of  candidates.  One 
gentleman,  who  came  out  very  near  the  top  of  the  tree, 
told  us  that  he  positively  passed  two  questions  without 
attempting  to  answer  them  and  then  had  only  seven  minutes 
left  to  tackle  the  last  one ;  we  think  it  would  puzzle  even 
the  examiner  to  answer  them  completely  in  that  time. 

We  think  in  all  cases  it  would  be  better  to  set  fewer 
questions  and  have  them  answered  thoroughly  than  to  tempt 
candidates  to  try  a  large  number,  and  thus  bring  about  an 
incomplete  and  xmsatisf actory  result.  A  better  plan  perhaps 
would  be  to  set  a  full  paper  of  say  ten  questions,  and  state  at 
the  head  that  each  candidate  may  select  not  more  than  six  for 
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his  answers.  The  questions  on  book-keeping,  both  intermediate 
and  final,  although  easy,  required  more  time  than  was  placed 
at  the  candidates  disposal  to  be  completely  answered.  We 
would  suggest  as  a  remedy,  that  the  examiners  provide  paper 
ruled  for  ledgers,  journals,  &c.,  thereby  saving  a  considerable 
amount  of  time.  Whilst  rejoicing  to  see  the  rising  genera- 
tion come  forward  in  such  numbers  to  qualify  themselves 
or  a  future  career,  the  prospects  of  accountancy  are  not  so 
rosy  just  at  present  that  any  large  proportion  will  be  able  to 
start  in  business  for  themselves. 

The  number  of  successful  candidates  in  the  final  examina- 
tion leads  us  to  infer  that  the  various  Students'  Societies 
are  fulfilling  the  object  with  which  they  were  founded,  viz., 
that  of  affording  members  opportunities  of  attending 
valuable  lectures  on  the  various  subjects  they  are  studying. 

Although  we  should  be  sorry  to  see  the  anny  system  of 
** cramming"  introduced,  there  can  be  no  doubt  that  a 
coach  who  takes  an  interest  in  his  pupils  is  a  vast  assistance 
to  many  students,  great  numbers  of  whom  with  good  abilities 
and  every  desire  to  learn  require  a  master-mind  to  direct 
their  studies  and  see  that  none  of  their  efforts  are  wasted. 

We  would  call  our  readers  attention  to  the  questions  and 
answers,  which  we  hope  will  be  in  the  hands  of  subscribers 
at  the  same  time  as  this  number,  and  wish  to  point  out  that 
not  only  are  they  useful  to  those  who  have  just  been 
examined  for  the  purpose  of  checking  their  answers,  but 
they  will  also  be  of  great  assistance  to  those  intending  to 
present  themselves  at  future  examinations,  as  the  work 
shows  them  what  kind  of  questions  to  expect,  and  also  in 
what  form  it  is  best  to  put  their  answers. 

Hoping  that  in  January  next  we  shall  be  able  again  to 
congratulate  both  examiners  and  candidates,  we  would  con- 
clude with  a  few  words  of  advice  to  the  latter.  Success  is 
not  to  be  obtained  by  sudden  spurts  of  industry,  followed  by 
corresponding  periods  of  idleness,  but  rather  by  steady, 
plodding  perseverance ;  decide  what  subjects  you  have  to 
study,  map  out  your  time  and  lay  down  rules  for  your  own 
guidance,  then  stick  to  it  till  you  succeed. 


INSTITUTE   OF   CHARTERED    ACCOUNTANTS 
IN    ENGLAND    AND  WALES. 


At  a  meetixig  of  the  Council  held  on  the  9th  July  the 
following  applicants  were  admitted  as  associates : — 

CouLsoN,  Arthur  Burchell,  clerk  to  J.  Fraser,  Billiter 
House,  Billiter  Street,  E.C. 

SxAOEB,  Harding  Lys,  clerk  to  Deliotte,  Dever,  Griffiths, 
A  Co.,  4.  Lothbury,  E.C. 


THE  INSTITUTE  OF  CHAETEBED  ACCOUN 
TANTS  IN  ENGLAND  AND  WALES. 


TJu  following  i$  a  list  in  order  of  mirii  of  the  $ueee$$ful 
candidates  at  the  Examinations  held  in  June,  1684. 


PRELIMINARY  EXAMINATION. 

Edwards,  WiUiam  Threlkeld,  Linden  House,  Greenfield 
Rojbd,    H  rbome,  Birmingham  ;   Phillips,  Willittn  Ward 


Hayden,  32,  Westwell  Street,  Plymouth;  Dangeifield, 
Harold  William,  52,  Springfield  Road,  South  Hampsteia, 
N.  W. ;  Fellows,  Rowland  Hill,  16,  Elsworthy  Road,  Piim- 
rose  Hill,  N. W.  ;  Baylis,  Frederick  Henry,  Brendon  Hooie, 
Redditch ;  Allden,  William  Frederick,  15,  Victoria  SqnAie. 
Newcastle-on-lVne ;  Nichols,  Herbert  Lee,  Park  Hill  House, 
Carshalton  ;  Johnston,  William  Leonard,  Whitehestez, 
Alleyne  Park,  West  Dulwich ;  Taylor,  Arthur,  81,  Sooth 
Grove,  Peckham  Rye,  S.E ;  Boult,  Charles  Andrew  Swintoo, 
11,  Waverley  Road,  Sefton  Park,  Liverpool ;  Coutts,  Bobezt 
Milne,  21,  Hyde  Road,  Ardwick,  Manchester ;  West^Thomai 
Percivall,  Poplar  Villa,  Ewell  Road,  Surbiton;  Fomsier. 
Stephen  McFarlane,  Northbrook,  Leyland,  Laacuhin; 
Carruthers,  James  Benzie,  Gloucester  House,  Green  Ltsa, 
Finsbury  Park,  N. ;  Burton,  John  Jackson,  Rose  Cottage, 
Chapel  Lane,  Winslow ;  Stubbs,  John,  Birohfield  PImc. 
Stockport  Road,  Manchester;  Turner,  George  HoUiad, 
Oulton,  Newport,  Salop ;  Ward,  Pearey  Farbridge,  10,  Sam* 
merhill  Terrace,  Newcastle-on-Tyne ;  Brantingham,  WiUim, 
Grove  House,  Sunderland ;  Prime,  Howard  John  Gnm,  S5T, 
Hagley  Road,  Birmingham  ;  Dent,  Sydney  Urwiek,  Mijfieli 
Upper  Tooting;  Evans,  WUliam  Charles,  14,  Boeb^ii 
Road,  Sheffield;  Chase,  Samuel  Whitewood, Ths Bcccfaei, 
Robert  Road,  Hansworth,  Staffordshire  ;  Geo^ttgu. 
Francis,  11,  Thurlow  Road,  Hampstead;  Morris,  Job, 
Holly  House,  Stretford ;  Thompson,  Frederick  Willism,  IS, 
Victoria  Street,  Newcastle-on-l^e ;  Ijaneaster,  Mortimer, 
Gray's  Lodge,  Silver  Hill,  Hastings;  Sutter,  John  Cole,  3, 
Belgrave  Parade,  Newoastle-on-Tyne. 

Fourteen  Candidates  failed  to  satisfy  the  EisminitiflB 
Committee. 


INTERMEDIATE  EXAMINATION. 

Hamilton,  WiUiam  Robert,  clerk  to  William  Edvudi, 

Jackson,  and  Browning,  18,  King  Street,  E.C. ;  CoogdoB, 

John,  clerk  to  H.  Lawson,  4,  Cook  Street,  Liverpool;  Pata- 

son,  Neil  Gilmour,  clerk  to  R.  Mackay  and  Co.,  8,  Lothbmy, 

E.C. ;  Walford,  Herbert  Higginson,  clerk  to  Deloitte,  Deie. 

Griffiths   and    Co.,  4,  Lothbury,  E.C. ;    Starkey.  Cbzks 

Herbert,  clerk  to  W.  Lomas  Harrison,  14,  Temple  Stieet 

Birmingham ;   Lucey,  Frederick  Samuel,  clerk  to  J.  H 

Champness,  57,  Moorgate  Street,  E.G. ;   Grundy,  Williic 

Cowley,  clerk  to  Broome,  Murray  and  Co.,  104,  King  Stnci 

Manchester ;    Cooper,  Robert  Frederick,  clerk  to  W.  L 

Jackson,  10,  Dale   Street,   Liverpool;    Ashwoith,  Gooip 

Hardman,  clerk  to  J.  S.  and  R.  S.  Blease  and  Sons,Fe]iwick 

Chambers,  Liverpool ;  Oakshott,  Thomas  Dudley,  cleikp 

Harmood  Banner  and  Son,  24,  North  John  Street,  LiTenoci: 

Glover  Frederick  Herbert,  clerk  to  H.  Watkins,  18,li» 

monger  Lane,  E.C. ;  Rosling,  Ernest,  clerk  to  A  C.  Fftlntf- 

7  and  6,  Railway  Approach,  S.E. ;  Hutton,  William,  dtf 

to  Baker  and  Gibson,  39,    Bennett's    Hill,  Birmioghia 

Russell,  Arthur  Bamett,  clerk  to  Cooper  Brothers  aw  Cc 

14.  George  Street,  Mansion  House,  E.G. :  Piggott,  Wtittf 

Arthur,  clerk  to  Piggott  and  Son,  3,  4  and  5,  Queen  Street 

E.C. ;  Potter,  Frank  CoUard,  clerk  to  Tapp  and  Bird. J. 

Great  George  Street,  S.W. ;  Grimes,  Herbert  Thomas  Iw 

man,  clerk  to  W.  Westcott  ft  Co.,  85,  Coleman  Street.  EX 

Sykes,  Herbert,  clerk  to  W.  H.  Armitage,  28,  John  WilitfB 

Street,  Huddersfield;  Helmore,  George  Reginald,  clerks 

Drury   and   Elliott,    11,    Queen   Victoria    Street,  ^^ 

Hollingbery,  John  Kidd,  clerk  to  W.  Aldred,  8,  Essex  Street 

Manchester ;  Dicksee,  Lawrence  Robert,  clerk  toG.  K.  Bc^ 

49,  Queen  Victoria  Street,  E.C;  Smith,  Arthur Willitf 

clerk  to  Broome,  Murray  and  Co.,  104,  King  Street,  IbS; 

Chester ;  Adams,  Frank  Owen,  clerk  to  W.  Hurlbatt,  S,  0^ 

Jewry,  E.C. ;  Parker,  Henzy  William,  clerk  to  J.  Fossttf 

119,  Cheapside,  E.C. ;  Stray,  Robert,  clerk  to  W.  Hiist,^ 

Castle  Gate,  Newark ;  Johnson,  Archibald  Robert,  clerk  '<t 

Carter   and   Carter,   83,    Waterloo   Street,    BirmW'*!" 

Brewis,  Samuel  Walter,  olerk  to  Broome,  MuRaya&^Co* 
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104,  King  Street,  Manchester ;  Ravenscroft,  Percy,  clerk  to 
G.  A.  Cape,  8,  Old  Jewry,  E.G. ;  Van  de  Linde,  Gerard 
Casper,  clerk  to  G.  Van  de  Linde,  12,  Laurence  Pountney 
Lane,  E.C. ;  Read,  Andrew,  clerk  to  A.  A.  James,  66,  Cole- 
man Street,  E.C. ;  Rabery,  John  Evans,  clerk  to  Carter  and 
Carter,  33,  Waterloo  Street,  Birmingham ;  Biddle,  Horace 
Westwood,  clerk  to  0.  H.  Nevill,  11,  Queen  Victoria  Street, 
E.C. ;  Bolding,  John  Frederick,  clerk  to  Howard  Smith  and 
Slocombe,  37,  Bennett's  Hill,  Birmingham ;  Welch,  James 
Alexander,  clerk  to  J.  R.  Welch,  11,  Lord  Street,  Liverpool ; 
Tyacke,  Richard  Andrew,  clerk  to  Good,  Daniels  and  Co.,  57, 
Moorgate  Street,  E.C. ;  Purry,  John  Stephen,  clerk  to  J.  H. 
Duncan  and  Co.,  41,  Coleman  Street,  E.C. 

Seventeen  Candidates  failed  to  satisfy  the  Examination 
Committee. 


FINAL  EXAMINATION, 

Plomb,  Herbert  Algar,  olerk  to  Gash  and  Stone,  90, 
Cannon  Street,  E.G.,  First  Prize;  Mackintosh,  Francis 
Henry,  14,  Imperial  Chambers  A,  Colmore  Row,  Birmingham, 
Second  Prize;  Merrett,  John  Henry,  clerk  to  Boyes  and 
Child,  42,  Poultry,  E.G.,  Certificate  of  Merit;  Smith,  William 
Arthur,  clerk  to  Monkhouse,  Goddard  and  Co.,  St.  Nicholas 
Chambers,  Newcastle-on-Tyne,  Certificate  of  Merit ;  Abbott, 
Frank  Sharp,  clerk  to  Handlev  and  Wilde,  5,  Booth  Street, 
Manchester,  Certificate  •f  Merit  ;  Goodyear,  Thomas 
Edward,  clerk  to  Ladbuiy,  GoUison  and  Viney,  99,  Cheap- 
side,  E.C.,  Certificate  of  Merit ;  Corderoy,  John,  clerk  to  J. 
H.  Champness,  57,  Mooigate  Street,  E.G.,  Certificate  of 
Merit ;  Bankes,  Harold  Ayrton,  clerk  to  J.  Davies,  Bewsey 
Chambers,  Warrington,  Certificate  of  Merit;  Wells,  Henry 
JoUie,  clerk  to  W.  G.  Hawson,  Hartshead  Chambers,  Shef- 
field, Certificate  of  Merit;  Slade,  William  Alfred,  clerk 
to  Pratt  and  Norton,  10,  Old  Jewry  Chambers,  E.G.,  Certi- 
ficate of  Merit ;  Oliver,  Henry  Jun.,  clerk  to  T.  B.  Jones 
and  Co.,  2,  Albion  Place,  Leeds ;  Shepherd,  James,  Bank 
Buildings,  Bacup ;  Turberville,  Alfred  Ernest,  olerk  to  J.  W. 
Sully,  78,  Queen  Victoria  Street,  E.G. ;  Hopps,  John  Alfred, 
clerk  to  E.  P.  Steeds,  20,  Friar  Lane,  Leicester;  Baker, 
Charles  Caryl,  clerk  to  Josolyne,  Baynham,  Miles  and  Co., 
28  King  Street,  E.C. ;  Fox,  Charles  James,  76,  Coleman 
Street,  E.C. ;  Wild,  Thomas  Frederick,  clerk  to  Chandler, 
Pixley  and  Co.,  24,  Moorgate  Street,  E.C. ;  Latham,  Stanley 
Anderton,  clerk  to  J.  R.  Welch,  Commerce  Court,  11,  Lord 
Street,  Liverpool ;  Parkinson,  Charles  Dutton,  clerk  to  L. 
Voisey,  Bewsey  Chambers,  Warrington ;  Blakemore,  William 
Tieorge,  clerk  to  Chandler,  Pixley  and  Co.,  24,  Moorgate 
Street,  E.C. ;  White,  William  Lewis,  clerk  to  J.  Dix  Lewis, 
ZcBSBX  and  Co.,  7,  Queen  Victoria  Street,  E.G. ;  Wilkinson, 
fohn,  16,  Bennett's  Hill,  Birmingham ;  Proctor,  George, 
;lerk  to  R.  Watson,  12,  Hargreaves  Street,  Burnley ;  Hall, 
oseph,  clerk  to  Tasker  and  Shuttleworth,  Wharncliffe 
/hambers.  Bank  Street,  Sheffield ;  March,  Richard  Henry, 
Icrk  to  Deloitte,  Dover,  Griffiths  and  Co.,  4,  Lothbury,  E.C; 
filler,  -Hubert,  clerk  to  Spain,  Brothers  and  Co.,  76,  Cole- 
lan  Street,  E.C. ;  Page,  Frederick  Palmer,  clerk  to  T. 
STesterby,  9,  Queen  Street,  Huddersfield;  Broomhead, 
liarles  George,  clerk  to  G.  Broomhead,  9,  Market  Hall 
hambers,  Chesterfield ;  Ridsdale,  George  Robert,  14,  Im- 
srial  Chambers  A,  Colmore  Row,  Birmingham ;  Heselton, 
.obert  Thompson,  clerk  to  J.  A.  Heselton,  9,  Market  Street, 
radford ;  Leek,  Robert,  clerk  to  Chalmers  and  Wade,  5, 
cnwick  Street,  Liverpool ;  Burton,  Edmund  Hamilton, 
erk  to  J.  and  J.  Sawyer,  8,  Adelaide  Place,  London  Bridge, 

C.  ;  Isitt,  Sidney  Frederick,  clerk  to  Josolyne,  Bayi^am, 

:ilcs    and    Co.,  28,  King  Street,  E.G.;    Booty,  Herbert 

L'thur,  clerk  to  Cooper  Brothers  and  Co.,  14,  George  Street, 

ansion  House,  E.C. ;  Thome,  Thomas  Frederick,  90  and 

,  St.  Swi thins  Lane,  E.G. ;  Jones,  Gordon  Lanphier,  clerk 

T.  B.  Jones  and  Co.,  2,  Albion  Place,  Leeds ;   Gough, 
loiQas  Henry,  clerk  to  G.  K.  Patten,  105|  Colmore  Row, 


Birmingham  ;  Madelcy,  Frederick,  clerk  to  A.  G.  Harper, 
Billiter  House,  Billitor  Street,  E.C. ;  Addinsell,  William 
Arthur,  10,  Bennett's  Hill,  Birmingham  ;  Cox,  Oswald,  clerk 
to  Broome,  Murray  and  Co.,  104,  King  Street  Manchester. 

Fifteen  Candidates  failed  to  satisfy    the    Examination 
Committee. 


EXAMINATION    EQUIVALENT    TO     THE     FINAL 

EXAMINATION, 

Hardcastle,  Basil  William,  76,  Coleman  Street,  E.G.; 
Ogle,  Newman  Mayo,  90,  Cannon  Street,  E.G. ;  Hirst,  Jamei 
Rhodes,  51,  Castle  Gate,  Newark-on-Trent. 

One  Candidate  failed  to  satisfy  the  Examination  Oom- 
mittee. 


CHARTEBED  ACCOUNTANTS'  STUDENTS' 
SOCIETY  OF  LONDON. 


LIQUIDATIONS    UNDER    THE    COMPANIES*  ACTS. 


By  F.  Evans,  Esq.,  Bairisier-at-Law. 


{Continued  from  our  Uut  issue.) 


In  a  yoluntaiy  winding-up  the  liquidator,  whom  it  is  oon- 
▼enient  to  speak  of  as  the  "  voluntary  liquidator,"  is  not, 
like  the  official  liquidator,  often  appointed  by  the  Court. 

The  act  empowers  that  the  company  in  general  meeting 
shall  appoint  such  person  or  persons  as  it  thinks  fit,  and  fix 
the  remuneration  to  be  paid :  (Companies'  Act,  1862,  s.  183, 
sub-sect.  8). 

You  must  remember,  however,  that  a  voluntary  winding- 
up  may  take  place  under  an  ordinary,  a  special,  or  an  extra- 
ordinary resolution  (s.  129),  and  that  two  meetings  are 
required  to  pass  a  special  resolution. 

An  appointment,  nowever,  made  at  the  first  of  the  two 
meetings,  and  confirmed  at  the  second,  is  not  invalid  on  the 
ground  that  it  has  been  made  before  the  commencement  of 
the  winding-up :  London  and  Australian  Agency  Corporation, 
29  L.  T.  Kep.,  N.  S.  417.  The  question  has  recently 
been  considered  in  Re  Indian  Zoedone  Comvanyx 
(82  W.  B.  481)  where  it  was  held  that  an  effective 
resolution  for  voluntary  winding-up  must  have  been 
passed  under  s.  129  of  the  Act  of  1862,  and  before  the 
consequence  of  the  appointment  of  a  liquidator  can  ensue 
under  s.  138.  Therefore,  when  the  winding-up  is  under  a 
special  resolution,  a  resolution  at  the  first  meeting  appoint- 
ing a  liquidator  has  of  itself  no  effect,  although  the  resolu- 
tion for  winding-up  is  confirmed  at  the  second  meeting,  unless 
the  appointment  is  expressly  confirmed  at  the  second  meeting. 
As,  however,  the  appointment  of  a  liquidator  is  a  necessary  con- 
sequence of  a  voluntary  winding-up,  when  such  winding-up 
is  under  a  resolution  which  is  complete  at  one  meeting, 
after  such  resolution  has  been  passed,  a  valid  resolution 
appointing  a  liquidator  may  be  passed,  although  the  notice 
of  the  meeting  does  not  refer  to  the  liquidator. 

A  company  about  to  be  wound  up  voluntarily,  or  in  the 
course  of  being  so  wound  up  may,  by  extraordmary  resolu- 
tion delegate  to  its  creditors,  or  to  any  committee  of  its 
creditors,  the  power  of  appointing  liquidators  or  any  of 
them,  and  supplying  any  vacancies  in  the  appointment,  or 
enter  into  any  arrangement  with  respect  to  the  powers  to  be 
exercised  by  them,  and  the  manner  m  which  they  are  to  be 
exercised ;  (Companies  Act,  1862,  s.  135). 
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If  from  any  cause  whatever  there  is  no  liquidator  acting 
in  a  voluntary  winding-up,  the  Court  may,  on  the  applica- 
tion of  a  contributory,  appoint  a  liquidator  or  liquidators  ; 
the  Court  may  also,  on  due  cause  shown,  remove  any 
liquidator,  and  appoint  another  liquidator  to  act  in  the 
voluntary  winding-up  :  (Companies  Act,  1862,  s.  141.) 

In  the  case  of  a  supervision  order  the  voluntary  liquidators 
remain  in  office,  unless  otherwise  provided  by  the  super- 
vision order,  and  subject  to  any  restrictions  imposed  by  the 
Court  may  exercise  all  their  powers,  without  the  sanction  of 
the  Court :  (Companies  Act,  1862,  s.  151.) 

But  the  Court  may,  in  cases  where  it  is  empowered  to 
direct  any  act  or  thmg  to  be  done  to  or  in  favour  of  the 
official  liquidators,  make  the  same  direction  with  respect  to 
liquidators  in  a  winding-up  order  supervision  :  (Companies 
Act,  1862,  s.  151.) 

Where  any  supervision  order  is  made  the  Court  may,  in 
such  order  or  in  any  subsequent  order,  appoint  any  addi- 
tional liquidator  or  liquidators,  who  have  tne  same  powers, 
are  subject  to  the  same  obligations,  and  in  all  respects  stand 
in  the  same  position  as  if  they  had  been  appointed  by  the 
company:  (Companies  Act,  1862,  s.  160.) 

Even  after  a  supervision  order  the  shareholders  can  meet 
and  resolve  on  the  appointment  of  a  new  liquidator . 
(Montrolier  AaphalU  Co,  VV.  N.  1874,  p.  172.) 

I  have  already  spoken  of  the  security  given  by  a  pro- 
visional liquidator. 

On  the  appointment  of  an  official  liquidator  the  Court 
may  determine  whether  any  and  what  security  is  to  be  given 
by  him  :  (Companies  Act,  1862,  s.  92.) 

Unless  he  has  already  given  security,  a  time  is  fixed  by 
the  order  appointing  him,  within  which  he  is  to  do  so :  (Gen. 
Ord.  1862,  r.  11.) 

An  official  liquidator  gives  security  by  entering  into  a 
recognizance  with  sureties,  in  such  sum  as  the  judge 
approves.  The  judge  may  accept  the  security  of  any 
guarantee  society  established  by  charter  or  Act  of  Parlia- 
ment in  England,  in  lieu  of  the  security  of  sureties :  (Gen. 
Order,  Nov.  1862,  r.  10.) 

And  the  liquidator  must  from  time  to  time  satisfy  the 
judge  of  the  sufficiency  of  his  sureties :  (id.  r.  13.) 

The  giving  of  the  security  is  certified  by  the  chief  clerk : 
(id.  r.  12),  and  the  appointment  is  then  advertised :  (id. 
r.  14.)  ^ 

In  a  voluntary  winding-up  the  company  may  require  the 
liquidator  to  give  security. 

Where  the  shareholders  have  not  required  security,  the 
Court,  when  a  supervision  order  is  made,  will  not  generally 
insist  on  it :  [Re  European  Bunk,  19,  W.  R.  268.) 

I  ^  will  now  endeavour  to  point  out  to  you  some  of  the 
duties  and  powers  of  official  and  other  liquidators. 

1  have  already  said  enough  about  provisional  liquidators. 

When  appointed,  the  official  liquidator  or  liquidators 
shall  be  described  by  the  style  of  "  the  official  liquidator  or 
official  liquidators  "  of  the  particular  company,  and  not  by 
his  or  their  individual  name  or  names  ;  he  or  they  shall  take 
into  his  or  their  custody,  or  under  his  or  their  control,  all 
the  property,  oflccts,  and  things  in  actions  to  which  the 
company  is  or  appears  to  be  entitled,  and  shall  perform 
such  duties  in  reference  to  the  winding-up  of  the  company 
as  may  be  imposed  by  the  Court :  (Companies  Act,  1862,  s. 

The  assets  are  not,  however,  vested  in  official  liquidators 
as  they  are  in  trustees  in  bankruptcy :  (Re  Anglo- Moravian 
Co.  L.  R.  1.  Ch.  Div.  180.) 

If  no  official  liquidator  is  appointed,  or  during  any 
Tftoancy  in  such  appointment,  all  the  property  of  the  com- 
pany shall  be  deemed  to  be  in  the  custody  of  the  Court : 
(Oompanies  Act,  1862,  s.  92.) 

The  official  liquidator  is,  with  all  convenient  speed  after 
he  U  appointed,  to  proceed  to  make  up,  continue,  complete, 
and  rectify  the  books  of  account  of  the  company.  He  must 
provide  and  keep  such  books  of  account  as  are  necessary,  or 


as  the  judge  may  direct,  for  the  purposes  aforesaid,  and  foi 
shewing  the  debts  and  credits  of  the  company,  inclading  & 
ledger  containing  the  separate  accounts  of  the  contribatohes, 
and  in  which  every  contributory  is  debited  from  time  to 
time  with  the  amount  payable  by  him  in  respect  of  aoj 
call :  (Gen.  Ord.  Nov.  1862,  r.  17.) 

The  order  appointing  him  fixes  the  times  or  periods  at 
which  the  official  liquidator  is  to  leave  his  accounts  of  his 
receipts  and  payments  at  the  judge's  chambers,  and  diiects 
that  all  moneys  to  be  received  shall  be  paid  into  the  Bank  of 
England,  immediately  after  the  receipt  thereof,  to  the 
account  of  the  official  liquidator  of  the  company,  and  an 
account  must  be  opened  there  accordingly  ;  an  office  eopT 
of  tho  order  being  lodged  at  the  Bank  of  England :  (Gtc 
Order,  1862,  r.  11.) 

He  must  leave  his  accounts  at  the  judge's  chambers  at 
the  times  directed  by  his  order  of  appointment,  and  at  such 
other  times  as  the  judge  directs,  and  his  accounts  mast  t< 
passed  and  vouched  like  receivers*  accounts,  (id.  r.  19,)  as  :o 
which  I  must  refer  you  to  the  rules  of  the  Supreme  tcuit: 
(R.  S.  C.  1888.) 

There  are  some  minute  provisions  in  the  general  order  &s 
to  the  pavment  into,  and  out  of,  the  bank  of  moneys  and  ihs 
deposit  of  sureties.  I  shall  trouble  you  only  with  twc  d 
these. 

If  any  official  liquidator  shall  not  pay  all  the  monen 
received  by  him  into  the  Bank  of  England  to  the  account cf 
the  official  liquidator  of  the  company,  within  seven  ^p 
after  the  receipt  thereof,  unless  the  judge  shall  have  othtif- 
wise  directed,  such  official  liquidator  shall  be  charged  in  hii 
account  with  ten  shillings  for  every  £100,  and  a  picpor- 
tionate  sum  for  any  larger  amount,  retained  in  his  himi 
beyond  such  period,  for  every  seven  days  during  which  tb< 
same  shall  have  been  so  retained,  and  the  judge  may,  for 
any  such  retention,  disallow  the  salary  or  remuneration  d 
such  official  liquidator :  (Gen.  Order,  1862,  r.  36.) 

All  bills,  notes,  and  other  securities  payable  to  the  com- 
pany or  to  the  official  liquidator  thereof  shall,  as  soon  a^ 
they  shall  come  to  the  hands  of  such  official  liquidator,  *» 
deposited  by  him  in  the  Bank  of  England  for  the  paipose  cf 
being  presented  by  the  Bank  for  acceptance,  and  pajma; 
or  for  payment  only,  as  the  case  may  be :  (id.  r.  37.) 

All  orders,  office  copies  of  affidavits,  and  other  document 
relating  to  the  winding-up  of  any  company,  shall  be  filed  fcj 
the  official  liquidator,  as  far  as  may  be,  in  one  continiioc; 
file,  to  be  kept  by  him  or  otherwise,  as  the  judge  may  froc 
time  to  time  direct.  Every  contributory,  and  every  credit:! 
whose  debt  or  claim  has  been  allowed,  is  entitled,  at  lI 
reasonable  times,  to  inspect  such  file  free  of  charge,  and,  a: 
his  own  expense,  to  take  copies  or  extracts  from  any  of  tb 
documents  comprised  therein,  or  to  be  furnished  with  ssca 
copies  or  extracts  at  a  prescribed  rate  ;  and  such  file  sba-! 
be  produced  in  Court,  or  before  the  judge,  and  otherwise,  u 
occasion  may  require :  (Gen.  Order,  18G2,  r.  58.) 

One  of  the  duties  of  a  voluntary  liquidator  is  to  paf  tk 
debts  of  the  company :  (Companies  Act,  1862,  s.  133,  sc> 
sect.  10.) 

Another  of  his  duties  is  to  pay  the  costs,  charges,  a£^ 
expenses  of  the  winding  up  :  (Companies  Act,  1862,  s.  133* 
sub-sect.  9,)  including  his  own  remuneration  in  priority.  &3^ 
all  other  claims  :  (id.  s.  144.) 

He  must  also  adjust  the  rights  of  the  contribotorti 
among  themselves :  (s.  133,  sub-sect.  10.) 

Where  a  company  is  being  wound  up  ▼oluntarilj  ^ 
liquidators  may,  from  time  to  time,  during  the  continoastf 
of  such  winding-up,  summon  general  meetings  for  ^ 
purpose  of  obtaining  the  sanction  of  the  company,  ori- 
any  other  purposes  they  think  fit ;  and  in  the  event  of  t^ 
winding-up  continuing  for  more  than  one  year,  the  liquJ- 
ators  must  summon  a  general  meeting  of  the  compaBT*^ 
the  end  of  the  first  year,  and  of  each  succeeding  year  frc^ 
the  commencement  of  the  winding-up,  or  as  soon  therea^^^' 
as  may  be  convenient,  and  lay   before  such  meeiicg  ^ 
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account  shewing  their  acts  and  dealings,  and  the  manner  in 
which  the  winding-up  has  been  conducted  during  the  pre- 
ceding year :  (Compajiies'Act,  1862,  s.  139.) 

As  soon  as  tne  affairs  of  the  company  are  fully  wound  up 
the  liquidators  must  make  up  an  account  showing  the 
manner  in  which  such  winding-up  has  been  conducted,  and 
the  property  of  the  company  disposed  of;  and  thereupon 
they  must  call  a  general  meeting  of  the  company  for  the 
purpose  of  having  the  account  laid  before  thom,  and  hearing 
any  explanation  that  may  be  given  by  the  liquidators: 
(Companies  Act,  1862,  s.  142.) 

The  voluntary  liquidators  must  also  make  a  return  to  the 
registrar  of  such  meeting  having  been  held,  and  of  the  date 
at  which  the  same  was  held,  under  a  penalty  not  exceeding 
five  pounds  for  every  day  during  which  such  default  con- 
tinues :  (id.  8.  143.) 

When  a  supervision  order  is  made,  any  liquidators 
appointed  by  the  Court  are  subject  to  the  same  obligations, 
and  in  all  respects  stand  in  the  same  position  as  if  thoy  had 
been  appointed  by  the  company :  (Companies  Act,  1862,  s. 
150.) 

The  official  liquidator  has  power,  with  the  Court's  sanc- 
tion, 

1.  To  bring  or  defend  proceedings  in  the  name  and  on 
behalf  of  the  company : 

2.  To  carry  on  the  business  so  far  as  necessary  for  bene- 
ficially winding-up  the  same : 

3.  To  sell  the  company's  property,  including  choses  in 
action : 

4.  To  do  all  acts,  and  execute,  in  the  name  and  on 
'  behalf  of  the  company,  all  deeds,  receipts,  and  other  docu- 
ments, using,  when  necessary,  the  company's  seal : 

5.  To  prove,  rank,  claim,  and  draw  and  receive  dividends 
in  the  bankruptcy  of  any  contributory  : 

6.  To  draw,  accept,  make,  and  indorse  any  bill  of 
exchange  or  promissory  note  in  the  name  and  on  behalf  of 
the  company,  also  to  raise  upon  the  security  of  the  assets  of 
the  company,  from  time  to  time,  any  requisite  sums  : 

7.  To  take  out  in  his  official  name,  letters  of  administra- 
tion to  any  deceased  contributory,  and  to  do  in  his  official 
name  any  other  act  necessary  for  obtaining  payment  of  any 
moneys  due  from  a  contributory  or  from  his  estate,  and 
which  act  cannot  be  conveniently  done  in  the  name  of  the 
company : 

8.  To  do  and  execute  all  such  other  things  as  may  be 
necessary  for  winding  up  the  affairs  of  the  company  and  dis- 
tributing its  assets.   (Companies  Act,  1862,  s.  95.) 

It  would  be  absurd  if  the  liquidators  had  to  go  to  the 
Court  before  every  trumpery  little  thing  he  did,  and  the 
Court  may,  therefore,  order  that  he  may  exercise  any  of  the 
above  powers  without  its  sanction  or  intervention :  (Com- 
panies Act,  1862,  s.  96.) 

The  official  liquidator  may  also,  with  the  sanction  of  the 
Court,  appoint  a  solicitor  or  law  agent  to  assist  him  in  the 
performance  of  his  duties,    (s.  97.) 

A  liquidator  who  is  a  solicitor  must  not  employ  his  part- 
ner as  his  solicitor  in  the  winding-up,  imless  he  be  willing  to 
act  without  remuneration :  ( Universal  Private  Telegraph  Co. 
23,  Li.  T.  Rep,  N.  S.  334.) 

He  need  not  always  be  dancing  attendance  upon  the 
Court  for  where  the  attendance  of  his  solicitor  is  required  on 
any  proceeding  in  Court  or  chambers,  the  official  liquid- 
dator  need  not  attend  in  person,  except  where  his  presence  is 
necessary  in  addition  to  that  of  his  solicitor,  or  the  judge 
directs  him  to  attend :  (Gen.  Ord.  1862,  r.  68.) 

lie  should  be  careful  to  put  what  check  he  can  on  un- 
necessary litigation,  for  the  solicitor  is  entitled  to  be  paid  his 
costs  in  full  before  any  remuneration  is  paid  to  the  liqui- 
dator :  {Re  Massey^  L.  Rep.  9,  Eg.  367.)  He  is  not,  however, 
personally  liable  to  the  solicitor  for  costs  :  Ex  parte  Watkin, 
L.  Rep.  1  Ch.  Div.  130.) 

Vou   will  have  noticed  that  the  official  liquidator  has 
power,  with  the  Court's  sanction,  to  sue  or  be  sued  in  the 


name  of  the  company.  Of  course,  a  registered  company 
could,  even  in  1862,  sue  or  be  sued  in  its  corporate  capacity, 
and  this  provision  was,  therefore,  sufficient  m  the  winding- 
up  of  a  registered  company.  But  in  the  case  of  an  unregis- 
tered company  a  further  provision  was  required,  for  at  that 
time  in  many  cases  all  the  members  of  such  a  company  had 
to  be  joined  as  parties  to  an  action  in  their  individual  names 
and  capacity,  and  the  company  itself  could  not  sue  or  be 
sued  in  its  common  name.  The  act,  therefore,  provided 
(s.  203)  that'in  such  a  case  the  Court  might  make  a  vesting 
order  of  all  the  property,  and  rights  of  action  of  the  com- 
pany in  the  officiu  li<^uidator,  thereby  enabling  him  to  sue 
or  be  sued  in  his  official  name. 

Such  a  vesting  order  will  not  now  be  required,  at  any  rate 
in  the  case  of  actions,  for  by  the  rules  of  the  Supreme  Court 
any  two  or  more  persons  claiming  or  being  liable  as  partners 
may  sue  or  be  sued  in  the  name  of  their  &naa. :  (R.  S.  C.  1883, 
Order  XVI,  r.  14.; 

A  cheap  way  is  given  by  the  same  rule  of  finding  out  how 
many  members  an  unregistered  company  consists  of,  for  by 
summons  a  plaintiff  can  obtain  discovery  on  oath  of  the 
names  of  the  partners.  After  obtaining  this  discovery  the 
plaintiff  need  not  go  on  with  his  action,  for  at  any  time 
before  the  defence  is  delivered  he  may  discontinue  his 
action,  without  leave  of  the  Court,  by  notice :  (R.  S.  C. 
Order  XXVI,  r.  1),  and  then,  in  a  proper  case  begin  his 
winding-up  proceedings.  By  getting  another  creditor  to 
petition,  instead  of  discontinuing,  he  could  probably  escape 
paying  costs,  for  his  action  would  then  be  probably  stayed  in 
the  winding  up. 

This  seems  to  be  a  convenient  place  for  telling  you  that 
the  Court  or  official  liquidator  may  in  the  winding  up  of  an 
imregistered  company,  in  addition  to  anything  contained  in 
part  VIII  of  the  Act  of  1862,  exercise  any  powers  or  do  any 
act  which  might  be  exercised  or  done  in  the  winding-up  of  a 
registered  company :  (Companies'  Act  1862,  s.  204),  and  the 
Courts  give  this  provision  its  full  effect :  (Buck.  395). 
In  voluntary  liquidation,  if  one  liquidator  only  is  appointed, 
all  the  provisions  in  reference  to  several  liquidators 
apply  to  him 
Upon  the  appointment  all  the  powers  of  the  directors  cease 
except  in  so  far  as  the  company  in  general  meeting,  or 
the  liquidators,  sanction  the  continuance  of  such 
powers: 
When  several  liquidators  are  appointed,  every  power  may 
be  exercised  by  such  one  or  more  of  them  as  may 
be  determined  at  the  time  of  their  appointment,  or  in 
default  of  such  determination  by  any  nimiber  not  less 
than  two : 
The  liquidators  may,  without  the  sanction  of  the  Court, 
exercise  all  powers  by  this  Act  given  to  the  official 
liquidator:  (Companies'  Act  1862,  s.  133,  sub-sects. 
4-7). 
But  the  powers  of  a  voluntary  liquidator  are  much  more 
extensive  than  those  possessed  by  an  official  liquidator,  as 
we  shall  find  when  we  come  to  settling  the  list  of  contribu- 
tories. 

When  a  supervision  order  is  made,  any  liquidators 
appointed  by  the  Court  have  the  same  powers  as  if  they 
had  been  appointed  by  the  Company  (Companies'  Act  1862, 
s.  150)  and  may,  subject  to  any  restrictions  imposed  by  the 
Court,  exercise  all  their  powers,  without  the  sanction  or 
intervention  of  the  Court,  in  the  same  manner  as  if  the 
company  were  being  wound  up  altogether  voluntarily: 
(id.  s.  15),  and  in  the  construction  of  the  provisions 
whereby  the  Court  is  empowered  to  direct  any  act  or 
thing  to  be  done  to  or  in  favour  of  the  offi::ial  liquidators ;  the 
expression  official  liquidators  is  deemed  to  mean  the  liquid- 
ators conducting  the  winding-up,  subject  to  supervision : 

rid.) 

And  now  to  deal  shortly  with  creditors  and  coutributories. 

Shortly  after  a  winding  up  order  has  been  carried  into  the 
judge's  chambers,  an  advertisoment  is  issued  fixing  the  time 
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within  which  creditors  are  to  send  in  their  claims  to  the 
official  liquidator,  and  appointing  a  day  for  adjudicating  on 
them  :  (Gen.  Ord.  1862,  r.  20.) 

If  the  official  liquidator  wishes  any  creditor  to  attend 
upon  adjudication,  he  must  give  him  notice  to  do  so :  (id. 
r.  21.) 

The  official  liquidator  investigates  the  claims  sent  in  to 
him,  and  ascertains,  so  far  as  he  is  able,  which  of  them  are 
justly  due ;  and  he  makes  out  and  leaves  at  Chambers  a 
list  of  all  the  claims  sent  in  to  him,  distinguishing  which  of 
them  ought,  in  his  opinion,  to  be  allowed  without  further 
evidence,  and  which  ought  to  be  proved  by  the  creditors  ; 
and  he  files,  prior  to  the  time  appointed  for  adjudication,  an 
affidavit  setting  forth  which  of  the  claims  in  his  opinion  are 
proper  to  be  allowed  without  further  evidence,  and  stating 
his  belief  that  such  debts  and  claims  are  justly  due  and 
proper  to  be  allowed,  and  the  reason  for  such  belief :  (Gen. 
Order  1862,  r.  22).  Afterwards  the  official  liquidator  gives 
notice  to  the  creditors,  either  that  their  claims  have  been 
allowed  by  the  judge,  or  that  they  are  required  to  be  proved, 
and  in  the  latter  case  gives  them  notice  to  attend  an 
adjudication :  (id.  rr.  23,  24.)  The  result  of  the  adjudication 
on  the  claims  is  certified  by  the  chief  clerk  (id.  r.  28). 

I  have  time  only  to  say  very  little  more  as  to  debts  of  the 
company.  The  assets  must  be  distributed  rateably  amongst 
the  creditors,  subject  to  certain  exceptions. 

In  the  event  of  any  company  being  wound-up  under  the 
Acts,  all  debts  payable  on  a  contingency,  and  all  claims 
against  the  company,  present  or  future,  certain  or  contin- 
gent, ascertained  or  sounding  only  in  damages  are  admissible 
to  proof,  an  estimate  being  made  of  the  value  of  debts  or 
claims  subject  to  any  contingency  or  sounding  only  in 
damages,  or  for  some  other  reason  not  bearing  a  certain 
value.   (Companies'  Act  1862,  s.  158). 

But  a  creditor  is  not  allowed  to  disturb  dividends  already 
paid  when  he  has  neglected  to  bring  in  his  claim. 
By  an  act  which  came  into  force  on  the  1st  of  Sept.,  1883, 
<*in  the  distribution  of  the  assets  of  any  company  being 
wound-up  under  the  Companies'  Acts  1862  and  1867,  there 
shall  be  paid,  in  priority  to  other  debts  (a)  all  wages  or 
salaryfof  any  clerk  orservant  in  respect  of  services  rendered  to 
the  company  during  four  months  before  the  commencement  of 
the  winding-up,  not  exceeding  £50 ;  and  (b)  all  wages  of  any 
labourer  or  workman  in  respect  of  services  rendered  to  the 
company  during  two  months  before  such  commencement : 
(Companies'  Act,  1883,  ss.  8,  4).  The  above  two  classes  of 
aebts  rank  equally  amongst  themselves,  and  are  paid  in  full, 
if  the  assets  are  sufficient,  if  not,  they  abate  in  equal  propor- 
ions  between  themselves :  (id.  s.  5).  Subject  to  the  reten- 
tion of  such  sums  as  may  be  necessary  for  the  costs  of 
administration  or  otherwise,  the  liquidator  or  official 
liquidator  must  discharge  such  debts  forthwith  as  far  as  the 
assets  are  sufficient,  as  and  when  the  amounts  come 
to  his  hands:  (id.  s.  6).  Mr.  Justice  Kay  recently  decided 
that  this  Act  was  retrospective :  (Anglo-French  Co-operative 
Society,  May  16). 

A  second  creditor  can  only  prove  for  the  balance  of  his 
debt  after  deducting  the  value  of  his  security,  as  in  bank- 
ruptcy :  (Jud.  Act  1863,  s.  10). 

Another  effect  of  the  same  section  is  that  in  answer  to  all 
actions  by  a  liquidator  for  the  price  of  goods,  the  defend- 
ant may  set  off  a  claim  for  unliquidated  damages :  (Mersey 
Steel  Co.  V.  Naylor,  L.  Rep.  9,  A.  B.  Div.  648 ;  recently 
affirmed  in  the  House  of  Lords). 

The  official  liquidators  may  also,  with  the  sanction  of  the 
Court,  pay  all  their  creditors  in  full,  or  make  a  compromise 
or  other  arrangement  with  creditors  of  the  company :  (Com- 
panies' Act  1862,  s.  159,) 

And  with  the  like  sanction,  they  may  enter  into  com- 

Sromises  with  contributories  with  respect  to  calls  and  other 
abilities,  with  power  to  take  security  and  give  complete 
discharges :  (id.  s.  160) 
The  Court  cannot,  however,  compel  either  the  liquidator. 


or  a  creditor  or  contributory,  to  accept  a  compromise  under 
these  sections,  Und  one  creditor  or  debtor  cannot  bind 
another  creditor  or  debtor.  To  meet  this  difficulU  the 
Joint  Stock  Companies  Arrangement  Act,  1870,  was  passed, 
which  provides  that  where  any  compromise  or  arrangement 
is  proposed  between  a  company  being  wound  up,  eithei 
voluntarily  or  by  or  under  the  supervision  of  the  Court,  and 
the  creditors  or  any  class  of  such  creditors,  the  Court  m&j, 
on  the  application  of  any  creditor  or  the  liquidator,  oidei  & 
meeting  of  such  creditors  or  class  of  creditors  to  be  sum- 
moned ;  and  if  a  majority  in  number  representing  t]l^e^ 
fourths  in  value  of  the  creditors  present  either  in  person  ci 
by  proxy  agree  to  any  arrangement  or  compromise,  sach 
arrangement  or  compromise  shall,  if  sanctioned  bj  the 
Court,  be  binding  on  all  such  creditors  or  class  oi  creditcti, 
and  also  on  the  liquidator  and  contributories :  (33  and  31 
Vict.  c.  104,  s.  2.) 

I  have  already  told  you  that  in  a  voluntary  winding-up 
the  liquidators  may,  without  the  sanction  of  the  Coon. 
exercise  all  the  powers  of  an  official  liquidator :  (Compiaies 
Act,  1862,  s<  133,  sub-sect.  7.) 

The  liquidators,  or  any  contributory,  but  not  a  credita, 
may,  however,  where  a  company  is  being  wound  up  voloa- 
tarily  apply  to  the  Court,  to  determine  any  question  ftn^cg 
in  the  matter  of  such  winding-up,  or  to  exercise,  as  respects 
the  enforcing  of  calls,  or  in  respect  of  any  other  niatter,  il 
or  any  of  the  powers  which  the  Court  might  exercise  11  '.2e 
company  were  being  wound-up  by  the  Court :  (CompMuei 
Act,  1862,  s.  138.) 

Although  voluntary  liquidators  must  pay  the  debts  of  ^' 
company,  the  creditors  are  not  so  well  off  as  in  a  compulse^ 
liquidation.  They  cannot  apply  to  the  Court  under  s.  1^ 
as  a  liquidator  or  contributory  may,  if  any  diffics^j 
arises. 

If  the  liquidator  will  not  admit  the  creditor's  proof, '-^ 
creditor  can  only  commence  an  action,  which  will  either  ^ 
stayed  on  the  terms  of  the  liquidator  doing  what  he  ougbt  :j 
have  done,  or  will  if  it  goes  on  to  judgment,  leave  :b- 
creditor  to  add  his  costs  to  his  debt :  (Buck.  217.) 

If  however,  his  rights  are  seriously  prejudiced  be  ^ 
petition  for  a  winding-up  by  the  Court  or  asupems.'- 
order :  (id.) 

The  debts  to  be  paid  are  the  same  as  in  a  compni^-^ 
winding-up,  but  the  liquidator  cannot  fix  the  time  i"-' 
which  creditors  not  proving  are  to  bo  excluded ;  but  k'-'- 
apply  to  the  Court  to  fix  the  time  :  (Lindley  on  Partners^..* 
3rd  ed.  1,501.) 

Voluntary  liquidators  may  pay  any  classes  of  credited  : 
full,  or  make  compromises  or  arrangements  with  credip^' 
contributories  in  the  same  manner  as  official  liquidator* 
but  the  sanction  of  the  company,  by  an  extraordinary  i«c!. 
tion,  is  required  instead  of  the  sanction  of  the  Cc:r. 
(Companies  Act,  1862,  ss.  159, 160). 

I  have  already  pointed  out  that  the  Joint  Stock  Comp^'^ ' 
Arrangement  Act  1870,  applies  in  the  case  of  a  volnn'.-'^ 
liquidation. 

When  a  supervision  order  has   been  made,  deb:-  - 
claims  may,  on  the  summons  of  the  liquidator,  be  adjttdi.^' 
on  by  the  Court.    If  this  is  not  thought  necessary  notKV" 
creditors  are  issued  and  a  list  made  out  as  in  a  voloc:*'' 
liquidation. 

Not  only  the  liquidators,  but  claimants  also,  may  a>^^  ^ 
Court  to  adjudicate  on  disputed  claims. 

Compromises  and  arrangements  may  also  be  made  ' 
supervision  case  :  (Companies  Act,  1861,  ss.  159,  169. » 
Stock  Arrangements  Act,  1870,  s.  2.) 

Perhaps  the  most  difficult  of  a  liquidator's  duties  aifv 
in  connection  with  the  lists  of  contributories;  ina-^^i; 
as  they  involve  an  extensive  knowledge  of  the  whole  U' 
companies,  and  not  merely  that  of  winding-up. 

As  soon  as  may  be,  after  an  order  for  winding-ap,  the;'  ' 
settles  a  list  of  contributories,  having  power  to  rectitj  ■ 
register  of  members  where  rectification  is  requiie<i  ^ 
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eaoses  the  assets  of  the  company  to  be  collected,  and  applied 
in  dischaige  of  its  liabilities  (Companies  Act,  1862,  s.  98). 

In  settling  the  list  the  Court  distinguishes  between  persons 
who  are  contributories  in  their  own  right  and  persons  who 
are  contribatories  as  being  representatives  of  or  liable  to  the 
debts  of  others ;  but  it  is  not  necessaiy,  where  the  personal 
representative  of  any  deceased  contnbutory  is  placed  on 
the  list  to  add  the  heirs  or  devisees  of  snch  contributory; 
nevertheless  such  heirs  or  devisees  may  be  added  as  and 
when  the  Court  thinks  fit  (id.,  s.  99). 

The  term  "  contributory "  means  every  person  liable  to 
contribute  to  the  assets  of  a  company  in  uie  event  of  the 
same  being  wound  up.  It  also  includes,  in  all  proceedings 
for  determining  the  persons  who  are  to  be  deemed  contri- 
butories, and  in  all  proceedings  prior  to  the  final  determina- 
tion of  snch  persons,  any  person  alleged  to  be  a  contributory. 
(Companies  Act  1862,  s.  74.) 

Every  present  and  past  member  is  liable  to  contribute  to 
the  assets  to  an  amount  sufficient  for  payment  of  the  debts 
and  liabilities  of  the  company,  and  the  costs,  charges,  and 
expenses  of  the  winding-up,  and  for  the  payment  of  such 
sums  as  may  be  required  for  the  adjustment  of  the  rights  of 
the  contributories  amongst  themselves,  with  the  qualifica- 
tions following  {inter  alia) : — 

(1.)  No  past  member  is  liable  to  contribute  if  he  has 
ceased  to  be  a  member  for  a  period  of  one  year  or  up- 
wards prior  to  the  commencement  of  the  winding-up : 

(2.)  No  past  member  is  liable  to  contribute  in  respect  of 
any  debt  or  liability  of  the  company  contractea  after 
the  time  at  which  he  ceased  to  be  a  member : 

(8.)  No  past  member  is  liable  to  contribute  unless  it 
appears  to  the  Court  that  the  existing  members  are 
unable  to  satisfy  the  contributions  required  to  be 
made  by  them : 

(4.)  In  the  case  of  a  company  limited  by  shares,  no  con- 
tribution is  required  from  any  member  exceeding  the 
amount,  if  anv,  unpaid  on  the  shares  in  respect  of 
which  he  is  liable  as  a  present  or  past  member : 

(5.)  In  the  case  of  a  company  limited  by  guarantee,  no 
contribution  is  required  from  any  member  exceeding 
the  amount  of  the  undertaking  entered  into  on  his 
behalf  by  the  memorandum  of  association  (Companies 
Act  1862,  s.  88.) 

The  A  list  (that  is  the  list  of  the  persons  who  are  members 
at  the  commencement  of  the  winding-up)  is  made  out  as 
soon  as  possible. 

The  making  out  of  the  B  list  (the  list  of  those  who  have 
been  members  within  a  year  of  such  commencement)  may 
be  postponed. 

The  ofiicial  liquidator  must,  with  all  convenient  speed 
after  his  appointment,  or  at  such  time  as  the  judge  directs, 
make  out  and  leave  at  Chambers  a  list  of  the  contributories 
and  such  list  is  verified  by  the  affidavit  of  the  official  liqui- 
dator, and  so  far  as  is  practicable,  states  the  respective 
addresses  of,  and  the  nunjtoer  of  shares  or  extent  of  interest 
to  be  attributed  to  each  such  contributory.  Such  list  may 
from  time  to  time,  by  leave  of  the  judge,  be  varied  or  added 
to  by  the  official  liquidator  (Companies  Act  1862,  s.  29). 

Upon  the  list  of  contributories  being  left  at  Chambers, 
the  official  liquidator  obtains  an  appointment  for  the  judge 
to  settle  the  same,  and  gives  notice  in  writing  of  such 
appointment  to  every  person  included  in  such  list,  and, 
stating  in  what  character,  and  for  what  number  of  shares, 
or  interest,  such  person  is  included  in  the  list ;  and,  in  case 
any  variation  or  addition  to  such  list  is  at  any  time  made 
by  the  official  liquidator,  a  similar  notice  in  writing  is  given 
to  every  person  to  whom  such  variation  or  addition  applies : 
(Compames  Act  1862,  s.  80). 

A  summons,  or  notice  of  an  appointment,  to  settle  the 
certificate  is  served  on  every  contributory  who  am)ears. 
evidence  is  filed  and  the  chief  deik  decides  the  dmerent 


cases  and  makes  his  certificate  of  the  result.  Any  party 
may  stop  proceedings  before  the  chief  clerk  at  any  moment, 
and  go  iMiore  the  judge  without  a  fresh  summons:  (R.  S.  C. 
1888,  Order  35,  r.  69.) 

The  certificate  may  also  be  varied  after  it  has  been  made, 
and  the  matter  may  ultimately  go  up  to  the  highest  tribunal 
in  the  land.  When  this  is  all  finished  the  result  is  embodied 
in  the  chief  clerk's  certificate  (General  Order  1862,  r.  63). 
which  survives,  though  in  an  altered  form,  all  the  mutila- 
tions received  at  the  nands  of  the  powers  above. 

In  order  to  be  able  to  say  who  is  an  A.  contributory,  and 
who  is  a  B.  contributory,  the  liquidator,  official  or  otherwise, 
must  first  ascertain  what  is  '*  the  commencement  of  the 
winding-up." 

In  the  case  of  a  winding-up  by  the  Court,  this  is  the  time 
of  the  presentation  of  the  petition;  (Companies  Act,  1862, 
s.  84.) 

In  a  voluntary  winding-up,  whether  continued  under 
supervision  or  not,  the  commencement  is  the  passinff  of  the 
resolution  for  liquidation  :  (id.  s.  ISO) ;  and  where  a  special 
resolution  is  passed  it  is  the  date  of  the  passing  of  the 
confirmatory  resolution :  {Waton**  ease,  L.  Kep,  4  Ch.  App. 
20.) 

If  a  voluntary  winding-up  is  followed  by  a  compulsory 
order,  the  commencement  of  the  winding-up  is  the  filing  of 
the  petition  to  the  Court :  {Re  Taurine  Company.) 

Voluntary  liquidators  have  much  greater  power  than 
official  liquidators  as  to  contributories,  for  they  may  exercise 
the  powers  given  to  the  Court  of  settling  the  list  of  contriba- 
tories and  any  list  so  settled  is  primA  facie  evidence  of  the 
liability  of  the  persons  named  therein  to  be  contributories  I 
(Companies  Act,  1862,  s.  183,  sub-sect.  8.) 

It  is  not  absolutely  necessary,  but  is  advisable  for  volun- 
tary liquidators  to  give  notice  of  an  appointment  to  settle 
the  list  as  in  a  compulsory  winding-up.  Where  there  are 
many  disputed  cases  the  liquidator  apnlies  to  the  Court  to 
settle  the  list ;  but  if  there  is  only  one  doubtful  contributory 
he  is  put  on  the  list  and  left  to  come  to  the  Court  himself. 

In  a  supervision  case  the  list  of  contributories  is  made  out 
in  the  same  vray  as  in  a  voluntary  liquidation,  but  the 
Court  may  be  asked  to  settle  the  list. 

The  Court  may,  at  any  time  after  making  an  order  for 
winding  up,  and  either  before  or  after  it  has  ascertained  the 
sufficiency  of  the  assets,  make  calls  on  and  order  payment 
thereof  by  all  or  any  of  the  contributories  for  the  time  being 
settled  on  the  list  to  the  extent  of  their  liability ;  for  pay- 
ment of  the  debts  and  liabilities  of  the  company  ;  the  costa, 
charges,  and  expenses  of  winding  up,  and  for  the  adjust- 
ment of  the  rights  of  the  contributories  amongst  themselves, 
and  may,  in  making  a  call,  take  into  consideration  tue  pro- 
bability that  some  of  the  contributories  may  partly  or 
wholly  fail  to  pay  their  respective  portions  of  the  call :  (Com- 
panies Act,  1862,  s.  102.) 

Applications  for  a  call  are  made  by  summons ;  or,  if  the 
judge  so  directs,  notice  of  the  intended  call  may  be  given  by 
advertisement :  (Gen.  Order,  1862,  r.  S3.) 

A  copy  of  the  order  for  a  call  is  served  on  each  contribu- 
tory, together  with  a  notice  from  the  official  liquidator 
specifying  the  amount  or  balance  due  from  the  contribu- 
tories under  the  call :  (Gen.  Order,  1862,  r.  34.) 

When  the  order  is  made  the  further  proceedings  are 
adjourned  till  a  time  subsequent  to  the  day  appointed  for 
payment,  and  at  that  time,  or  as  a  summons  to  enforce  pay- 
ment of  the  call,  an  order  is  made  as  the  contributories  in 
default  to  pay  the  amount  named  in  the  former  order  or 
any  less  sum  as  may  appear  to  be  due  :  (id.  r.  35).  This  is 
called  a  "  balance  order,"  and  may  be  enforced  like  other 
orders  of  the  Chancery  Division :  (Companies  Act,  1862,  s. 
120).  But  apparently  it  would  be  ground  for  a  bankruptcy 
notice :  {Ex  parte  Chinery,  L.  Bep.  12,  Q.  B.  D.  342). 
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Except  in  the  case  of  small  sums  the  order  directs  the 
call  to  be  paid  into  the  Bank  of  England  (General  Order 
1862,  i.  38). 

In  a  voluntary  winding-up,the  liquidators  may  at  any  time 
after  the  passing  of  the  resolution  for  winding  up,  and  before 
chey  have  ascertained  the  sufficiency  of  the  assets,  call  on 
all  or  any  of  the  contributories  for  the  time  being  settled  on 
the  list  to  the  extent  of  their  liability  to  pay  all  or  any  sums 
they  deem  necessary  to  satisfy  the  debts  and  liabilities  of 
the  company,  and  the  costs,  charges,  and  expenses  of  wind- 
ing it  up,  and  for  the  adjustment  of  the  rights  of  the  con- 
tributories amongst  themselves,  and  the  liquidator  may  in 
making  a  call  take  into  consideration  the  probability  that 
some  of  the  contributories  upon  whom  the  same  is  made 
may  partly  or  wholly  fail  to  pay  their  respective  portions  of 
the  same.  (Companies  Act,  1862,  s.  133,  sub-sect  9.) 

In  a  voluntary  liquidation,  a  call  can  only  be  enforced  by 
action  or  by  an  application  under  s.  138,  and  the  contribu- 
tories may  contest  his  liability  {Buckley ^  290). 
^  In  a  supervision  case  calls  are  generally  made  by  the 
liquidators,  but  the  Court  may  make  or  enforce  them : 
(Companies  Act,  1863,  s.  136.) 

The  remuneration  of  official  liquidators  is  provided  for  by 
the  Court  under  s.  93  of  the  Act  of  1860. 

That  of  voluntary  liquidators  may  be  fixed  by  the  com- 
pany in  general  meeting ;  (Companies  Act,  1863,  s.  133,  sub- 
sect.  8.)  Of  course,  this  remuneration  will  continue  not- 
withstanding a  supervision  order. 

Regulations  have  been  made  by  the  judges  as  to  the 
amount  and  manner  of  remuneration,  but  I  shall  content 
myself  with  giving  you  a  reference  to  the  place  where  they 
may  be  found  :  (Buck.  240 :  L.  Rep.  3  Ch.  App.  64.) 

An  official  liquidator  may  resign,  or  be  removed  by  the 
Court  on  due  cause  shown,  and  any  vacancy  may  be  filled  up 
by  the  Court :  (Companies  Act,  1862,  s.  93.) 

A  voluntary  liquidator  may  also  resign  (s.  140.)  He  may 
also  be  removed  by  the  Court  on  due  cause  shown,  (s.  141) ; 
but  any  vacancy  may  be  filled  up  by  the  company  in  general 
meeting,  subject  to  any  arrangement  they  have  made  with 
their  creditors,  (s.  140.)  Where  the  Court  has  removed  a 
voluntary  liquidator  it  may  appoint  another  in  its  place  : 
(s.  141.) 

Liquidators  in  a  supervision  case  may  resign,  whether 
they  were  appointed  by  the  company  or  the  court.  (Com- 
panies Act  1862,  ss.  140,  150.)  They  may  also  be  removed 
by  the  court,  by  whomsoever  they  were  appointed  (ss.  93, 
141, 160, 151),  and  new  ones  maybe  appointed  in  their  stead 
(Buck.  294,  s.  150).  ' 

I  have  not  attempted  to  touch  on  all  the  points,  or  even 
to  refer  to  all  the  statutory  provisions  relating  to  winding- 
up.  To  collect  and  arrange  them  properly  would  be  a  work 
of  years,  and  the  reading  of  the  treatise  would  take  up  the 
whole  of  very  many  evenings. 


REPORT     BY     THE    BOARD     OF    TRADE     UNDER 
SECTION  131  OF  THE  BANKRUPTCY  ACT,  1883. 


To  the  Right  HonourahU  the  President  of  the  Board  of  Trade. 

Sib, — In  compliance  with  the  above  section  I  have  the 
hoiiour  to  submit  the  following  first  annual  report  on  the 
various  matters,  judicial  and  financial,  under  the  Bank- 
ruptcy Act,  1883. 

Among  the  first  business  which  required  to  be  done  in 
order  to  bring  the  Act  into  operation  was  the  preparation 
of  Rules  and  of  a  Table  of  Fees  and  Per-centages.  In  this 
business  the  Board  of  Trade  acted  in  conjunction  with  the 
Lord  Chancellor  and  the  Trea.sury,  and  the  Rules  and 
Table  of  Fees  were  duly  prepared  and  in  roadiuoss  a  month 
before  the  Act  came  into  operation.    There  was  some  un- 


avoidable delay  in  printing  ;  but  the  Rules  were  distribnki 
among  the  public  in  good  time  for  ail  practical  purpo^'A. 
These  papers  have  since  been  laid  before  Parliament  a> 
required  by  the  Act. 

On  one  or  two  points  an  amendment  of  the  Rales  has  bee:i 
necessary,  and  it  is  proposed,  as  soon  as  sufficient  expcrieDi**: 
has  been  acquired,  to  consider  whether  any  and  what 
further  amendments  can  be  made  either  in  the  Rule^  cr  u 
the  Table  of  Fees. 

Apart  from  the  preparation  of  the  Rules,  &c.y  ilie  prineimi 
work  as  yet  thrown  on  the  Board  of  Trade  in  connexion  wi:li 
the  Act  has  been  the  appointment  of  the  Oflfiicial  Bec€iver3 
and  other  officers  necessary  for  the  administrati  3n.  Tiiis 
work,  including  the  appointment  of  an  officer  in  Lon>l>.D 
called  the  Chief  Ofiicial  Receiver,  was  almost  entirely  com- 
pleted before  the  end  of  1883.  A  full  account  of  the  metLx 
followed  in  the  appointment  of  Official  Receivers  and  of  ih? 
results  was  given  in  the  report  of  the  Special  Committee  an 
such  appointments,  which  was  laid  before  the  House  of 
Commons  at  the  opening  of  the  Session.  {See  Parliamenuiy 
Paper,  No.  4,  Session  1884,)  At  the  head  of  these  oflicr^r* 
in  the  country  districts  has  been  placed  a  new  officer  of  the 
Board  of  Trade  called  the  Inspector-Greneral  in  Bankruptc y. 

The  staff  of  the  late  Comptroller  in  Bankraptcy  was  a.>o 
transferred  to  the  Board  of  Trade  by  the  Act,  and  on  Mi. 
Parkyns  resigning  on  the  2nd  of  January  the  whole  of  tl  t 
staff  was  at  once  placed  in  the  office  of  the  Inspector- 
General  in  Bankruptcy.  In  addition  to  his  princi;>al  dnti 
of  superintending  the  Official  Receivers  in  Country  Di&tncii 
the  Inspector  -  General  has  had  under  his  charge  tbs 
administration  of  Section  162  of  the  Act.  He  has  also  to 
discharge  with  reference  to  trustees  duties  analc^ous  to 
those  performed  in  the  Comptroller's  office  with  refeieac- 
to  trustees  in  bankruptcy  under  the  Act  of  1869. 

The  Report  of  the  Inspector-General  as  to  his  admini:^tr> 
tion  since  his  appointment,  embracing  such  information  &^ 
to  the  working  of  the  Act  as  is  at  present  in  the  possessiua 
of  the  Board  of  Trade,  is  herewith  annexed. 

By  the  Act  a  considerable  number  of  officers  were  traji>- 
f erred  from  the  London  Bankruptcy  Court  to  the  Board  « : 
Trade,  including  the  Official  Assignee  and  his  staC,  th' 
Official  Solicitor  and  his  staff,  and  other  officers.  In  \ini> 
of  the  powers  conferred  by  Section  153  four  clerks  were  aJ-^ 
transferred  from  the  London  Bankruptcy  Court  to  the  Bcarl 
of  Trade.  All  this  staff  has  been  placed  under  the  dirccti.i 
of  the  Chief  Official  Receiver,  and  a  portion  has  h*.^2 
employed  in  the  new  business,  although  the  work  under  ti 
former  Acts  has  not  as  yet  greatly  diminished.  In  add.t:^''n. 
it  has  been  necessary  to  add  four  assistant  Receivers  to  thv 
establishment  of  the  Chief  Official  Receiver,  and  to  make  & 
large  allowance  for  clerical  assistance,  but  only  the  focr 
assistant  receivers,  with  aggregate  salaries  of  ;£2,G00,  haic 
been  placed  on  the  Civil  Service  Establishment. 

The  experience  of  the  new  Act  only  extends  over  a  fe^^ 
months,  and  the  arrangements  can  scarcely  be  said  t<}  m 
complete.  The  present  is  consequently  a  prelimiiian 
Report,  and  it  is  impracticable  to  enter  into  details  bevoni 
those  which  are  contained  in  the  annexed  Report  of  tbc 
Inspector-General.  By  next  year  a  more  complete  Report 
will  be  made  on  the  whole  operation  of  the  Act. 

For  the  purpose  of  official  oonvenience  one  of  th: 
Assistant  Secretaries  of  the  Board  of  Trade  has  beer. 
apx)ointed  to  perform  the  remaining  duties  of  the  Comp^ 
trollcr  in  Bankruptcy,  and  a  separate  Report  v^ith  regard  1< 
the  business  of  the  Comptroller's  Department  for  the  vtAi 
1883  will  be  submitted  by  him. 

I  have  the  honour  to  be, 
Sir, 
Poard  of  Trade,  Your  obedient  Servant, 

June  3rd,  1884.  T.  H.  FARRER. 
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REPORT  BY  THE  INSPECTOR-GENERAL  IN  BANK- 
RUPTCY, FOR  THE  PERIOD  ENDING  Slst  MARCH. 

1884. 


Bankraptcy  Department,  Board  of  Trade, 
81,  Groat  George  Street, 
3rd  June,  1834. 

To  the  Secrttary  of  the  Board  of  Trade. 

Sib, — In  conformity  with  your  directions,  I  have  the 
honour  to  submit  the  following  report  upon  the  administra- 
tion of  the  Bankruptcy  Act,  1883,  for  the  period  ending  31st 
March,  1884. 

The  Act  only  came  into  full  operation  on  the  1st  of 
January  last,  but  certain  of  its  provisions  took  effect 
immediately  on  its  becoming  law  on  the  2oth  of  August 
1883.  The  chief  of  those  provisions  related  to  the  disposal 
of  undistributed  funds  and  unclaimed  dividends  in  the 
hands  of  trustees  under  former  Acts.  By  Section  1G2  it  was 
provided  that  all  dividends  on  debtor's  estates  which  had 
remained  unclaimed  for  six  months  and  iipwards,  and  all 
other  funds  which  had  remained  undistributed  for  two  years 
and  upwards,  should  be  forthwith  paid  into  the  Bankruptcy 
Estates  Account  with  the  Bank  of  England,  to  be  repaid  by 
the  Board  of  Trade  to  the  parties  who  might  thereafter  bo 
found  entitled  to  receive  them.  The  section  also  contained 
a  provision  empowering  the  Board  of  Trade  to  audit  the 
accounts  of  trustees  under  the  Bankruptcy  Acts  of  1844, 
1849,  18G1,  and  1SG9  respectively.  These  provisions  were 
shortly  after  the  passing  of  t\\e  Act  brought  prominently 
under  the  cognizance  of  all  parties  concerned  by  notices  in 
the  London  Gazette^  and  an  account  entitled  the  Bankruptcy 
Kstates  Account  having  been  opened  with  the  Bank  of 
England  numerous  payments  of  unclaimed  dividends  and 
other  undistributed  funds  began  to  be  made  to  its  credit  as 
required  by  the  Act.  It  soon  became  apparent,  however, 
that  unless  the  matter  was  to  be  left  entirely  to  the  vol  un- 
itary action  of  trustees  themselves  some  means  must  be 
adopted  for  the  pui'pose  of  putting  pressure  on  those  who 
ailed  to  comply  with  the  duties  which  the  Act  imposed 
ipon  them,  and  some  evidence  must  be  required  of  such 
compliance.  It  was  clear  that  a  wholesale  audit  of  all 
irustees'  accounts  was  out  of  the  question.  The  enactment 
was  not  intended  to  be  a  penal  one,  but  to  have  required  all 
;rustees  to  give  an  account  of  their  dealings  with  bankrupt 
'States  for  the  last  39  years,  without  regard  to  their  pro- 
cssional  character  and  antecedents,  would  have  been  a  pro- 
! ceding  in  the  highest  degree  of  a  penal  character,  while  the 
aagnitude  of  such  a  task,  and  the  complicated  investiga- 
ions  which  it  must  have  involved,  would  have  rendered 
bortive  any  attempt  at  systematic  audit.  What  was 
equircd  was  a  practical  test  which  could  be  applied  to  all 
rustees  with  a  view  of  ascertaining  how  far  the  actual 
squirements  of  the  law  had  been  complied  with.  One 
ecessi&Ty  condition  of  this  test  was  that  it  should  embrace 
recent  period  sufficiently  extensive  to  apply  to  all  persons 


who  might  be  carrying  on  business  as  trustees  at  the 
present  time,  and  sufficiently  short  to  permit  of  an  adequate 
investigation  of  cases  falling  within  its  scope.  Further,  it 
was  deemed  unnecessary  for  the  present  to  apply  this  test  to 
estates  which  had  been  wound  up  and  closed  at  the  date  of 
the  passing  of  the  Act,  or  to  cases  of  Bankruptcy  proper, 
the  accounts  in  which  had  been  already  dealt  with  oy  the 
Comptroller  in  Bankruptcy  under  the  Act  of  1869.  A  form 
of  return  was  accordingly  prepared  relating  to  cases  undet 
the  liquidation  and  composition  clauses  of  the  Act  of  1869, 
and  embracing  a  period  of  five  years  from  1876  to  1881, 
which  it  was  intended  should  be  filled  up  and  certified  by 
trustees  who  had  not  obtained  their  discharge  at  the  date  of 
the  passing  of  the  new  Act.  It  set  forth  under  several 
heads  the  particulars  of  all  moneys  received  and  paid  away, 
and  the  balances,  if  any.  remaining  in  hand,  including 
dividends  which  had  been  declared  but  remained  unclaimed. 
The  return  was  issued  as  opport)inity  offered  to  all 
accountants  and  other  persons  who  could  be  ascertained  to 
have  acted  as  trustees  during  the  period  in  question,  or  to 
have  been  likely  to  have  so  acted.  As  even  this  restricted 
inquiry,  however,  covered  a  field  of  great  extent,  and  as  the 
staff  at  the  disposal  of  the  Department  for  this  special 
purpose  was  very  limited,  only  a  comparatively  small  pro- 
portion of  the  work  has  yet  been  overtaken,  but  it  will  con- 
tinue to  be  prosecuted  as  time  and  opportunity  permit. 
The  following  table  shows  the  number  of  these  applications 
made,  and  the  manner  in  which  they  have  been  responded 
to:— 


Returns  Made. 


Forms 
Issued. 


2,734 


Not  Re-  ! 
turned. 


No.  of  Estates  dealt  with  in 
810  Returns. 


No.  Cases,  With  Par 
outstdng..  ticulars. 


♦1,194 


700 


810 


Liquida- 
tions. 


4,li3 


Composi- 
tions. 


Total. 


726 


4,869 


*  Of  these  807  were  addressed  to  persons  who  bare  subsequently  been 
ascertained  to  be  either  dead  or  bankrupt,  or  to  have  left  the  places 
where  they  carried  on  business. 

The  return  was  mainly  designed  to  afford  an  opportunity 
for  a  voluntary  declaration  by  the  parties  making  it,  and 
thereby  to  avoid  the  necessity  for  those  measures  of 
detailed  investigation  which  the  Act  empowered  the  Board 
of  Trade  to  institute  when  required.  Failing  this  voluntary 
declaration  it  was,  however,  found  necoisary  in  some  cases 
to  resort  to  such  measures  by  msisting  upon  the  production 
of  detailed  accounts  and  vouchers  which  were  thereupon 
submitted  to  full  examination  and  audit.  It  is  at  the  same 
time  only  just  to  say  that  largo  numbers  of  trustees  not 
only  furnished  this  voluntary  declaration  with  promptitude, 
but  have  shown  every  disposition  and  alacrity  to  assist  the 
Board  of  Trade  in  conducting  the  difficult  duties  of  investi- 
gation thrown  upon  it  by  the  Act.  This  is  only  in  accord- 
ance with  what  might  have  been  expected  from  the  high 
character  and  known  integrity  of  many  of  those  engaged  in 
this  business,  and  the  Act  of  1S83  will  have  served  a  useful 
end  in  this  respect  by  affording  some  materials  for  discrim- 
inating betwixt  those  trustees  under  the  Act  of  1869  whose 
proceedings  were  of  an  irregular  character,  and  those  whose 
conduct  was  marked  by  principles  of  integrity  and  business 
capacity. 

The  result  of  the  steps  now  indicated  was  to  bring  into 
the  Bankruptcy  Estates  Account  a  very  considerable  number 
of  payments.  The  total  amount  of  such  payments  at  31st 
March  was  £180,507,  paid  in  by  1,213  trustees  in  respect  of 
about  10,500  estates. 

In  view  of  some  popular  anticipations  on  the  subject 
these  figures  may  appear  small.  A  remark  in  a  recent 
report  by  the  late  Comptroller  in  Bankruptcy,  that  the 
amount  of  undistributed  moneys  in  the  hands  of  trustees  in 
liquidations  under  the  Act  of  1869  was  probably  not  lose 
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than  from  three  to  four  millions,  may  have  given  rise  to  the 
impression  that  a  sum  approximate  to  this  would  be  recover- 
able under  Section  162.  But  the  Comptroller's  estimate 
referred  to  the  total  funds  in  the  hands  of  trustees  at  any 
given  date,  while  the  funds  which  were  required  by  Section 
162  to  be  paid  into  the  Bankruptcy  Estates  Account  were 
only  such  funds  as  at  the  date  of  the  passing  of  tlic  Act,  and 
subsequently,  had  remained  undistiibutcd  for  two  years  and 
upwards,  or  in  thr*  case  of  dividends,  for  six  months  and 
upwards.  It  will  be  readily  understood  that  these  two 
classes  of  funds  are  very  different  thingp,  and  that  the 
undistributed  funds  and  dividends  mustneccKsarily  form  but 
a  small  proportion  of  the  total  funds  in  the  hands  of 
trustees.  Under  ordinary  circumstances  the  realised  funds 
of  an  insolvent  estate  should  and  would  be  distributed  long 
before  the  expiry  of  two  years  from  the  date  of  their 
receipt,  and  it  woifld  only  be  in  cases  of  an  exceptional 
eharacter  that  any  funds  would  remain  unappropriated 
after  that  date. 

Again,  as  regards  dividends,  although  many  circumstances 
may  have  combined  to  produce  a  considerable  remanet  of 
unclaimed  amounts,  still  it  can  only  be  in  the  most  excep- 
tional and,  as  a  rule,  trifling  cases  that  creditors  would 
leave  moneys  to  which  they  were  entitled  in  the  hands  of  a 
trustee  after  they  had  become  aware  that  they  were  entitled 
to  them.  This  view  is  entirely  confinned  by  the  evidence 
a£forded  by  Table  No.  I.  in  the  appendix  hereto,  which 
shows  that  out  of  4,143  estates  which  had  gone  into  liquida- 
tion during  the  period  from  1st  January  187G  to  1st  January 
1881,  and  which  were  unclosed  on  2r)th  August  last,  the 
total  amount  of  realised  assets  was  £3,809,464,  vhile  the 
amount  of  undistributed  balances  was  only  £139,709,  or 
about  3J  per  cent,  of  the  amount  realised.  Even  of  this 
small  proportion  only  a  part  Lad  actually  been  in  hand  for 
two  years,  so  as  to  become  payable  under  Section  162. 
As  regards  dividends,  the  same  table  shows  that  the  total 
amount  of  di\'idcnds  declared  on  these  estates  was 
£2,060,079,  but  of  this  simi  the  a»nount  rcmaininjr  unpaid 
at  the  date  of  the  pa^sini?  of  the  Act  was  only  £13,646,  or 
rather  more  than  three  fifths  of  1  per  cent,  of  the  whole. 
It  is,  therefore,  clear  that  the  moneys  paid  into  the  Bank- 
ruptcy Estates  Account  under  this  head  only  represent  a 
very  small  fraction  of  the  amonnt  of  funds  in  the  hands  of 
trustees  at  the  date  of  the  passing  of  the  Act,  and  there  is 
no  evidence  to  show  that  tlie  estimate  of  three  or  four 
millions  previously  referred  to,  as  applied  to  floating 
balances,  was  an  excessive  one. 

There  can  be  no  doubt,  however,  that  the  closing  of 
debtors'  estates  and  the  distribution  of  tlie  funds  in  hand 
was  powerfully  stimulated  by  tlie  operation  of  the  new  Act, 
and  there  is  every  reason  to  believe  that,  during  the  last  few 
months  of  the  year  1883,  and  even  subsequently,  the  number 
of  dividends  declared  and  the  number  of  meetings  of 
creditors  called  for  the  purpose  of  closing  estates  was  very 
great.  Many  instances  of  a  desire  on  the  part  of  trustees  to 
thus  bring  their  responsibilities  to  an  end  have  been  brought 
under  the  notice  of  the  Department,  and  as  long  as  there 
was  no  serious  irregularity  calling  for  investigation  it  was 
not  deemed  necessary  to  interfere  so  as  to  enforce  a  literal 
compliance  with  the  terms  of  the  Section.  In  tliis  manner 
a  large  amount  has  undoubtedly  been  distributed  without 
passing  through  the  nankru])t€y  Estates  Account. 

The  amount  actually  paid  into  that  Account  under  Section 
162  for  the  period  ending  81st  March  was  composed  as 
follows : — 

£       s.  d. 

Funds  in  the  hands  of  trustees  undistri- 
ted  for  two  years  and  upwards       -        -        83,008  2    5 

Dividends  unclaimed  for  six  months  and 

upwards 97,499  10    4 


£180,507  12    9 


and  the  repayments  during  the  same  period  were  :— 

&     I.  I 

Undistributed  funds 5,613  6  9 

Dividends 1,074   IW 


£6,687   8  7 


Thus  leaving  outstanding  the  following  balances,  \iz.  :— 

S.      9.  d. 

Undistributed  funds 77,394  15  8 

Unclaimed  dividends  -        -•      .        .        .     96,425  8  6 


£173,830   4  1 


The  repayments  from  this  fund  have  been  made  by  tb« 
Board  of  Trade  direct  to  the  parties  entitled  to  the  monej, 
whether  by  way  of  dividend  or  otherwise,  and  after  proper 
evidence  of  their  title  thereto. 

It  is  therefore  evident  that  while  no  very  large  amount  of 
money  can  be  expected  under  this  Section  of  the  Ac:  :o  ' 
come  into  the  Bankruptcy  Estates  account,  its  upen.:ic 
has  in  several  ways  resulted  in  a  very  considerable  gain  lo 
creditors,  while  the  corresponding  provisions  of  theA.t 
relating  to  current  bankruptcies  will  no  doubt  preven:  any 
large  accumulation  of  undistributed  funds  or  uiick.H'tl 
dividends  in  the  future. 

But  the  results  of  the  investigations  already  refemi  i*. 
are  by  no  means  limited  to  the  mere  payment  iu  of  ur.:> 
tributed    balances  in   the    hands    of    trustees,   oud  :bi 
re-distribution  among  the  parties  entitled  to  them.   AnotUr, 
and  in  some  respects  a  much  more  important,  end  hA.>  l^ri 
attained  in  throwing  light  upon  the  character  of  the  aliii:-- 
istration  of  estates  under  the  12oth  section  of  the  .\ct  c! 
18G9   relating    to    Liquidations    by    Arrangement,  and  :i 
furnishing  reliable  data  for  instituting  a  comparison  ix  mxi 
the  practical  working  of  the  Act  of  18G9  and  that  of  1^"' 
Indeed  one  of  the  most  unfortunate  features  of  the  v.>:':fl 
of  Liquidation  by  Arrangement  established  by  the  A:i  -f 
18G9  was  the  total  absence  of  any  means  of  throwinii  ii:  ■ 
upon  the  manner  in  which  it  was  carried  out,  or  for  coLi'  -: » 
the  materials  necessary  to  form  a  test  of  the  workiii.;  if  - 
system.     On  the  one  hand  it  was  asserted  that,  by  U- "'* 
the  management  of  debtoi-s'  estates  to  the  crediwrs  \u.l  :/» 
any  ofhcial  supervision  or  control,  it  led  to  a  more  vc  Mioir.:'  J 
administration.     On  the  other  it  w»is  argued  by  many  u  -< 
observers  that  the  control  of  the  creditors  was  of  a  jt  ••; 
nominal  character;   that  in  practice   tho   managtMu<Mi  •• 
these  estates  was  left  entirely  in  the  hands  of  the  pr of --i  - 
agents  engaged,  who  regarded  them  chiefly  as  mattriaK  t-* 
bills  of  cosis  ;  that  the  creditors  had  really  no  mean>  nt'r 
of    regulating  or  even  of    becoming  acquainted  with  v.-' 
details  of  the  administration  of  their  property ;  aii^l  that  *  .'■ 
whole  system   was  in   the  last  degree  unsatisfaot:^r>'  -  - 
defective.     By    means  of    returns  relating   to  upw.iru'  ' 
4,000    estates,    and    by   the    audit    of  a   large  nuin  >  r  ■• 
individual   accounts,  the  facts  are  now   ascertainoil   u  * 
manner  which  enables  trustworthy  conclusions  to  be  f oni-  • 
upon  the    subject.     Where    accounts    w^ere    subject ji    • 
already  stated,  to  detailed  audit,  it   was  generally  f  • 
necessary'  to    call   for  production    of    the    Minute  B-  » 
Debtors'    Statements    of    Affairs,    and    other   docuiu'  '- 
showing  not  merely  the  cash  dealings  with  the  c<i-.*^-  - 
the  whole  proceedings  in  the  liquidation.     From  tllt^«.  ^. 
ments  it  was  possible  to  gather  not  merely  a  statement  ^ 
results,  but  a  tolerably  accurate  idea  of  the  steps  by  ^l-  - 
chey  had  been  reached,  and  of  the  manner  in  which  tb^ 
provisions  of  tho  Act  of  1869,  which  had  been  dcvisti-' 
the  protection  of    creditors,  had    been   carried  oi;t.  ' 
facts  thus  elicited  and  the  conclusions  drawn  arc  tberef : 
based,  not  upon  any  hostile  or  unfavourable  represoUAtior.* 
but  upon  the  actual  statements  and  documents  fanu^-  - 
by  the  trustees  themselves.    Further,  it  must  be  borne  in  i-*-' 
that  the  returns  in  question  no  doubt  represent  tbc  cs^ 
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favourable  specimens  of  the  various  classes  of  estates  -with 
which  they  deal,  for  it  may  naturally  be  presumed  that  in 
those  cases  where  returns  have  not  oeen  made  the  results 
would  be  of  a  more  unsatisfactory  character. 

Among  the  various  questions  on  which  definite  informa- 
tion has  thus  been  obtained  the  two  following  are  worthy  of 
special  notice,  viz. : — 

1.  The  cost  of  Liquidation  by  Arrangement, — In  proceeding  j 
to  analyse  the  results  obtained  from  these  returns  the  most 
startling  fact  which  at  once  appears  is  that  out  of  the  large 
number  of  4,143  cases  no  fewer  than  1,983,  or  nearly  48 
per  cent.,  have  paid  no  dividend  whatever.  No  doubt  by  far 
the  greater  number  of  these  are  cases  of  very  small  estates, 
but  the  figures  of  the  following  table  show  that  they  also 


include  many  cases  of  lai^ge  realisations.  For  the  purpose 
of  comparison  a  column  has  been  added  to  the  table  relating 
to  banlcruptcy  cases,  the  figures  in  which  are  based  upon  the 
last  published  report  of  the  Comptroller  in  Bankruptcy  for 
1882.  It  must,  however,  be  borne  in  mind  in  comparing 
these  figures,  that  while  the  bankruptcy  column  includes  aU 
the  cases  of  the  year  to  which  it  relates,  the  liquidation 
column  only  includes  those  cases  where  trustees  have  made 
the  return,  and  which  must  be  presumed  to  be  the  best  of 
their  class. 

Table  showing  the  number  of  dividend  and  non-dividend 
paying  estates  in  4,143  cases  of  Liquidation  by  Arrange- 
ment, with  per-centage  of  non-dividend  estates  both  in 
Liquidation  and  in  Bankruptcy. 


Amoimt  of  Realised  AsBeU. 


Uquidations. 


Bankruptcies. 


Total  No.  of 
Cases. 


Paying 
Dividend. 


Paying  no 
Dividend. 


Por-oentafl^  of  Non- 
dividend  Estates. 


Per-centage  of  Non- 
dividend  Estates  in 
Bankruptcy. 


Under  £800  .... 

Above  £800  and  under,  £1,000  - 
£1,000  „         £5,000    • 

£5,000  „         £10,000  - 

£10,000        -        .        .        . 


2,985 

780 

S29 

42 

67 


4,148 


1,181 

697 

290 

85 

54 


2,160 


1,801 


Per  cent. 
60 


Per  cent. 
77 


1 

188 

18 

11 

88 

12 

2i 

1 

1 

7 

17 

Nil. 

1 

8 

5 

Nil. 

I 

1,9B3 

48 

69 

In  endeavouring  by  a  closer  analysis  of  the  returns  to 
account  for  the  fact  that  in  nearly  one  half  of  the  total 
cases  of  Liquidation  by  Arrangement  under  the  Act  of  1869 
the  ordinary  creditors  have  received  no  benefit  whatever  from 
the  proceedings,  it  has  been  ascertained  that  in  some  cxses 
the  assets  have  been  almost  wholly  absorbed  in  the  payment 
of  preferential  claims,  and  in  others  in  the  carrying  on  of 
businesses  which  have  resulted  in  a  loss,  but  after  making 
every  allowance  which  these  and  other  circumstances  of  an 
exceptional  character  require,  it  is  clear  from  an  examination 
of  the  various  materials  at  the  command  of  the  Department 
that  in  the  vast  majority  of  those  cases  where  no  dividend 
-was  paid  the  estates  have  been  entirely  consumed  in  the 
expenses  of  administration. 

On  the  other  hand  it  is  to  be  pointed  out,  as  appears  from 
the  following  Table,  which  represents  the  per-centage  of 
costs  to  realisation  of  all  classes  of  estates,  that  in  the 
largest  classes  the  results  as  to  costs  are  of  a  very  favourable 
character.    For  example,  in  those  estates  which  show  above 


£10,000  and  under  £100,000  of  groiis  assets  realised,  the  total 
cost  of  administration  is  about  10  per  cent,  of  the  net,  and 
about  7  per  cent,  of  the  gross  realisations.  This  result  was  to 
have  been  expected,  not  only  because  these  estates  were  of  an 
exceptional  character,  bearing  no  analogy  as  regards  the 
expenses  of  collection  to  those  in  the  smaller  classes,  but 
because  their  administration  was  as  a  rule  in  the  hands  of 
a  higher  class  of  trustees.  As  the  estates  diminish  in 
amount  the  ratio  of  expenses  necessarily  increases,  till  in 
the  class  of  estates  under  £300  the  cost  of  administration 
exceeds  64  per  cent,  of  the  net  and  50  per  cent,  of  the  gross 
assets  realised.  This  is  in  accordance  with  former  experience 
as  frequently  pomted  out  by  Mr.  Parkyns  in  his  annual 
reports. 

TABLE  showing  average  amount  of  assets  realised  and 
cost  of  realisation  of  4,143  estates  in  Liquidation,  and  per* 
centage  of  same  to  gross  and  net  assets,  with  corresponding 
per-centage  of  costs  in  cases  of  Bankruptcy  for  the  year 
1882. 


Liquidatiotis. 


Average  per  Estate  of 


Average  Costs.* 


Classification  of  Estates. 


Under  £800     • 

£300  and  under 

£1,000 

£5,000 

£10,000 

jflOO.OOO 


n 
n 


n 


♦» 


Above  £500,000 


£1,000 

£5.000 

£10,000 

£100,000 

£600,000 


Gross  Assets 
realised. 


£ 
91- 
650* 
2,098- 

6,8ao* 

Sa,974- 
220,491- 
816,817. 


Preferential  and 
Extraordinary  , 
Payments. 


Net  Assets. 


£ 

19- 

131- 

553. 

1,951- 

7,585- 

Nil. 

831,4  i4' 


£ 

72- 

419- 

1,545* 

4,869* 

14,439- 

220,491- 

481378- 


Amoant 
per  Estate. 


£ 

46- 

165- 

83-1- 

874- 

1,487- 

12.273- 

12,962- 


Per-centage 

to  Gross 

Assets. 


Per-centage 
to  Net  Assets. 


50-69 

80-07 

18.58 

12-82 

6-77 

6-66 

1-59 


64-20 
39-49 
2515 
17-96 
10-80 
5-56 
2-63 
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Bankruptcies, 


Under  ^^800    -       - 
£800  and  under 
£1,000 


•I 


£5,000 
£10.000 
£100,000 
Above  £600,000 


I* 


£1,000 

£5,000 

£10,000 

£100,000 

£500,000 


102- 

Si- 

71- 

63- 

51-96 

74-64 

727- 

las* 

542- 

885- 

89*23 

5268 

2312- 

400- 

1,942* 

672- 

24-44 

29-47 

7.625. 

964- 

8.671- 

1,269* 

1665 

i9in 

81 ,238- 

4,699- 

26,684- 

4,248- 

13-60 

15-95 

118.491- 

4.832- 

113,659. 

6,850* 

5-85 

5-58 

Nil. 

*  The  costs  in  Liquidations  are  those  aotoaUy  charged  np  to  25th  Angnst,  1883.     The  costs  in  Bankruptcies  are  the  total  costs  up  to  the  el 
of  the  estate. 


It  will  be  observed  that  so  far  as  regards  Liquidations,  this 
table  only  shows  the  costs  of  the  cases  with  which  it  deals 
up  to  the  date  of  the  return.  Some  additions  will  ultimately 
be  made  to  these  costs  out  of  the  undistributed  balances  still 
in  hand  (see  Appendix  Table  I.).  Further,  it  is  to  be  borne  in 
mind  that  in  many  of  the  cases  dealt  with  in  the  returns  the 
gross  assets  have  only  included  the  balances  received  from 
the  sale  of  property  after  deduction  of  auctioneer's  fees  and 
other  expenses  of  realisation.  If  these  expenses  were  added 
to  the  receipts  on  the  one  hand,  and  to  the  costs  on  the 
other,  as  they  ought  properly  to  be,  they  would  appreciably 
increase  the  total  per-centage  of  costs.  In  hereafter  con- 
trasting the  expense  of  realising  estates  under  the  Act  of 
1888  with  the  foregoing  results,  it  should  therefore  bo  borne 
in  mind  that  the  above  figures  considerably  understate  the 
real  costs  of  Liquidation  by  Arrangement  under  the  Act  of 
1869. 

2.  The  Creditor* s  control  over  the  Adrninistration. — In 
theory  the  Act  of  1869  gave  the  creditors  full  control  over 
the  administration  of  estates,  but  an  examination  of  the 
ftctual  proceedings  in  Liquidations  by  Arrangement  loads, 
especially  as  regards  small  estates,  to  the  following  con- 
olusions : — 

a.  That,  as  a  rule,  only  two  meetings  of  creditors  were 
held  in  each  estate,  one  for  the  appointment  of  the 
trustee  and  the  other  for  his  release. 

b.  That  trustees  and  Committees  of  Inspection  were  in 
very  many  cases  elected  by  means  of  general  proxies, 
it  appears  from  many  representations  made  by  individual 
creditors  that  such  proxies  were  obtained  without 
adequate  representations  as  to  the  purposes  for  which 
they  were  to  be  used. 

c.  That  members  of  such  Committees  of  Inspection  were 
frequently  appointed  who  were  not  creditors,  and  had 
no  legitimate  interest  in  the  estate.       * 

d.  That  Section  41  of  the  Act  of  18G9,  requiring  trustees 
when  no  dividend  was  declared  to  call  a  meeting  of 
creditors  at  the  end  of  six  months  and  explain  the 
reasons  for  non-declaration  of  dividend,  was  habitually 
neglected. 

e.  That  Section  20  of  the  same  Act,  which  required  the 
trustee,  to  call  a  meeting  of  Committee  of  Inspection 
every  three  months,  was  also  very  frequently  ignored. 

/.  That  moneys  available  for  dividend  were  kept  undistri- 
buted either  with  bankers  as  a  deposit  or  in  the  hands 
of  the  trustees  themselves  for  periods  (including  estates 
administered  under  former  Acts)  varying  from  two  to 
thirty  years  in  length. 

g.  That  notwithstanding  Rule  5  of  1871,  which  required 
that  no  charges  should  be  allowed  in  a  trustee's  accounts 
in  respect  of  solicitor's  bills  of  costs  without  taxation, 
such  bills  were  constantly  paid  without  taxation,  and 
they  were  frequently  composed  of  charges  for  services 


which  it  was  strictly  within  the  province  of  the  trustee 
himself  to  perform. 

h.  That  with  very  few  exceptions  no  statement  of  accounts 
was  placed  before  the  creditors  till  the  estate  was  woxmd 
up,  when  a  meeting  was  summoned  for  the  purpose  of 
fixing  the  trustee's  remuneratiou,  passing  his  accounts, 
and  closing  the  Liquidation.  At  this  meeting,  as  aruLe, 
few  creditors  attended,  and  the  resolutions  were  often 
carried  by  the  use  of  the  same  proxies  which  had  some 
years  before  been  used  for  the  appointment  of  thd 
trustee. 

Under  these  circumstances  it  will  be  seen  that  the  control 
of  creditors  was  of  a  very  slender  description,  and  this 
chiefly,  because,  while  the  Act  of  1869  and  the  relative  Rules 
contained  many  useful  safeguards  in  their  interest,  it  entireij 
failed  to  provide  the  requisite  official  machinery  for  enforcing 
them. 

With  regard  to  the  administration  of  debtors*  estates  iin:]er 
the  new  Act,  the  time  during  which  it  has  been  in  operation 
has  been  too  short  to  permit  of  a  full  illustration  of  its  work- 
ing, and  the  results  attained  must  necessarily  be  regarded  as 
to  a  large  extent  provisional.  It  is  possible,  however,  e\an 
from  the  experience  already  gained,  to  present  some  indie  a.- 
tions  of  its  probable  effect,  more  especially  in  those  poir^ts 
in  which  the  procedure  contrasts  with  that  under  thn  Act  of 
1809. 

One  of  the  main  contrasts  is  undoubtedly  that  afford .-1 
by  the  system  which  the  new  Act  establishes  of  ofiicial 
supervision  over  all  estates  brought  within  its  operation,  and 
of  summary  official  administration  of  those  estates  Mhcr-- 
the  assets  are  estimated  to  be  under  £300  in  value.  It  ^..1 
be  observed  from  Table  IV.  in  the  Appendix  that  while  the 
total  number  of  operative  Receiving  Orders  for  the  thr«re 
months  ending  31st  March  was  739,  the  number  of  estate^ 
!  which  had  been  ordered  to  be  thus  summarily  admuiisteivi 
is  476. 

Apart  from  this  feature  the  method  of  procedure  estnj- 
lishcd  by  the  Act  is  somewhat  analogous  in  form  to  that  of 
previous  Acts,  exoept  as  regards  the  initial  step  which  in  &1I 
cases  is  the  making  of  a  Receiving  Order  by  the  Gocrt. 
upon  which  the  management  of  the  estate  became  vestou 
temporarily  in  the  Official  Receiver.  But  the  creditors  m&v 
at  the  first  meeting  either  resolve  upon  an  adjudication  m 
Bankruptcy  and  appoint  a  trustee,  or  they  may  entertain  a 
proposal  for  a  Composition  or  Scheme  of  Arrangement  of  th« 
debtor's  affairs.  A  resolution  to  this  effect  in  order  to  ot 
valid  must  be  passed  by  a  majority  in  number  and  tlin« 
fourths  in  value  of  the  creditors  represented  at  the  meetis^ 
and  will  become  binding  if  confirmed  at  a  subsequent  maei- 
ing  by  a  similar  majority  of  f^U  the  creditors,  and  approved 
by  the  Court  after  hearing  a  report  by  the  Official  Heceivdr. 
The  number  of  such  Compositions  which  have  beea 
thus  approved  (in  respect  of  estates  in  which  Receivini 
Orders  were  made  prior  to  81st  March)  is  57,  and  the 
number  of  Schemes  of  Arrangement  as  distinguished  freo 
Compositions  is    six.    In  the  remaining  cases    with  ibe 
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exception  of  28  which  are  still  pending,  the  debtors  have 
boon  adjudicated  bankrupt.  As  compared  with  the  pro- 
ceedings under  the  Act  of  1869,  during  the  whole  period  in 
which  it  was  in  operation  these  figures,  omitting  fractions, 
show  the  following  results,  viz: — 


• 

Per-centage  to  Total  Cases  of 

Compos!-' 
tions. 

Schemes.          "®*- 

Pending. 

Under  the  Act  of  18G9 

n                 n         looO 

Per  cent. 

85 

8 

Per  cent. 
68 
1 

Per  cent. 
12 
87 

Percent.  ' 
NU. 
4 

Perhaps  the  most  noticeable  feature  in  connexion  with  the 

working  of  the  new  Act,  so  far  as  it  has  yet  gone,  is  the 

great  fsJling  of!  in  the  total  number  of  insolvencies  brought 

within  its  operation  as  compared  with  those  dealt  with  under 

the  old  Act.     Thus,  while  the  total  number  under  the  Act  of 

1869  during  the  year  1883  was  8,555,  and  the  average  annual 

number  during  the  last  five  years  was  10,149,  the  number 

under  the  new  Act  (whether  calculated  to  the  end  of  the 

quarter  or  to  the  present  date)  is  only  at  the  rate  of  about 

3,000  per  annum.    It  would  be  unsafe  to  draw  any  decided 

conclusions  from  these  figures  as  to  the  probable  number  of 

insolvencies  in  the  future.     Several  causes  have  probably 

combined  to  reduce  the  number,  and  some  of  these  causes 

may  prove  to  be  of  a  temporary  character. 

For  some  years  past  a  process  of  restriction  in  credit  has 
been  going  on  which  has  tended  to  reduce  the  number  of 
traders  carrying  on  business  on  borrowed  or  insufficient 
capital,  and  it  is  possible  that  under  any  circumstances  a 
reduction  would  have  been  effected  even  without  the  opora- 
aion  of  a  new  Bankruptcy  Act.     If  it  be  said  that  this  cause 
fitled  to  manifest  ifself  by  exhibiting  any  marked  reduction 
during  the  past  year,  it  must  be  borne  in  mind  that  the 
number  of  insolvencies  disclosed  during  that  year  was  pro- 
bably greater  than  it  would  have  been,  but  for  the  fact  that 
a  new  and  more  stringent  system  of  bankruptcy  administra- 
tion had  been  for  some  time  anticipated,  and  the  probability 
is  that  a  considerably  larger  number  of    debtors  availed 
themselves  under  these    circumstances    of    the    facilities 
afforded  by  the  Act  of  1869  in  its  closing  years  than  would 
otherwise  have  been  the  case.    Although  the  state  of  trade 
throughout  the  country  may  not  be  satisfactory,  yet  there 
are  indications,  especially  in  the  manufacturing  districts, 
that  actual  insolvency  was  less  prevalent  at  the  beginning  of 
the  year  1884  than  it  had  been  for  some  considerable  period 
previously.    It  is  also  probable  that  as  the  facilities  afforded 
by  the  Act  of  1869- for  obtaining  release  from  debt  without- 
personal  inconvenience  became    more  generally  known,  a 
resort  to  this  procedure  was  increasingly  developed,  and  that 
many  cases  of  prevent  ible  insolvency  thus  helped  in  the  later 
years  to  swell  the  totals.    It  is  true  that  the  number  of  in- 
solvencies during  1883  showed  a  large  falling  of!  as  compared 
with  those  of  some  years  previously,  for  example,  the  year 
1879,  when  the  total  number  amounted  to  13,132  ;  but  when 
it  is  borne  in  mind  that  the  latter  year  immediately  followed 
a  i>eriod  of  great  inflation  in  credit,  while  the  year  1883  was 
the   latest  of   a  series  of  years  during  which   credit  was 
^eatly  restricted,  the  chiefjcause  for  surprise  would  perhaps 
l)c  that  the  number  of  failures  in  the  latter  year  should  have 
been  so  great. 

It  must  also  be  borne  in  mind,  that  in  calculating  the 
lumber  of  cases  during  the  earlier  part  of  the  year  no 
Lllowance  has  been  made  for  those  cases  pending  at  its  com- 
11  en  cement,  in  which  adjudications  have  subsequently  been 
II ado  or  resolutions  for  composition  or  liquidation  have  been 
»assod»  under  the  Act  of  1869,  and  which  under  ordiniuy 


circumstances  would  be  included  in  the  returns  of  the  pre- 
sent year,  tt  is,  therefore,  not  improbable  that  the  returns 
of  subsequent  years,  or  even  of  the  later  portion  of  the  pre- 
sent year,  may  exhibit  a  larger  annual  proportion  of  cases 
than  appears  in  the  present  returns.  After  making  every 
allowance,  however,  for  these  and  other  exceptional  circum- 
stances, it  is  manifest  that  there  has  been  a  large  diminution 
in  the  number  of  insolvencies,  which  can  only  be  accoonted 
for  by  the  operation  of  the  new  Act. 

It  has,  however,  been  argued  in  some  quarters  that  tho 
apparent  falling  off  in  the  number  of  current  insolvencies 
is  mainly  due  to  the  large  increase  of  private  arrangements 
betwixt  debtors  and  their  creditors  outside  the  sphere  of  the 
Act.  To  some  extent  this  may  have  been  the  case,  but  there  is 
no  evidence  that  this  cause  can  have  had  any  large  influence 
on  the  result.  It  is  well  known  that  such  arrangements 
have  always  taken  place,  and  in  some  trades  to  a  laige 
extent.  For  example,  it  appears  from  a  circular  issued  by 
an  association  of  traders  engaged  in  the  grocery  trade  that 
during  the  three  months  ending  31st  March  1883,  99  private 
arrangements  were  effected  in  that  trade,  while  during  the 
same  period  in  1884  the  number  of  such  arrangements  was 
112,  thus  showing  only  a  very  moderate  increase.  Again, 
from  a  return  furnished  by  the  Manchester  Trade  Protection 
Society,  a  body  consisting  of  upwards  of  3,000  subscribers, 
it  appears  that  during  four  months  in  the  present  year 
their  agents  attended  meetings  of  creditors  in  39  estates 
(including  both  private  arrangements  and  proceedings  under 
the  Act),  whereas  in  the  same  period  in  1883  thev  attended 
meetings  in  101  estates.  It  will  be  observed  that  tne  decrease 
in  the  total  number  of  cases  here  coincides  very  closely  with 
the  total  decrease  in  insolvencies  under  the  new  Act.  It  is 
true  that  an  analysis  of  these  meetings  shows,  in  the  "iMan- 
Chester  case,  a  considerable  increase  in  the  proportion  of 
private  arrangements,  and  other  evidence  also  bears  out  the 
idea  that  in  the  trade  of  "  Manchester  warehousemen  "  and 
in  the  drapery  trade  there  has  been  a  larger  development  of 
private  arrangements  than  in  other  branches  of  industry. 

The  opinion  of  Mr.  Motteram,  Q.C.,  the  Judge  of  the 
Birmingham  County  Court,  who  has  taken  much  trouble  in 
investigating  this  question,  and  has  collected  a  considerable 
amount  of  information  regarding  it,  both  in  his  own  and  in 
other  districts,  which  he  has  been  good  enough  to  place  at 
the  disposal  of  the  Department,  is  very  decided  "  that  such 
arrangements  are  very  little  on  the  increase,  since  the  new 
"  Bankruptcy  Act  came  into  operation  in  January  last," 
while  at  the  same  time,  he  adds,  that  "  the  information  from 
all  parts  of  the  kingdom  prove  to  my  mind  that  the  new 
"  Act  is  doing  good  work,  and  I  am  persuaded  that  as  it  gets 
"  better  known  and  understood,  its  real  value  will  be  appre- 
ciated." 

It  is  evident,  however,  that  the  influences  at  work  in 
promoting  private  arrangements  are  likely  from  various 
causes  to  increase  with  the  increased  efficiency  of  any  legal 
system  of  bankruptcy  administration.  Creditors  as  well  as 
debtors  sometimes  desire  to  avoid  the  publicity  given  to  their 
mutual  transactions  by  a  stringent  inquiry  in  open  court, 
whilst  those  parties  whose  interests  are  identified  with  the 
work  of  administration,  and  the  expenditure  connected  with 
it,  seek  to  withdraw  that  expenditure  from  control ;  and  in 
cases  where  there  is  no  sinister  motive  of  any  kind,  and  no 
circumstances  of  which  the  exposure  is  dreaded,  creditors 
will  not  unfrequcntly  prefer  a  private  arrangement  to  what 
they  bclievo  to  be  the  more  cumbrous  forms  of  legal  and 
official  procedure,  in  some  cases,  it  may  be,  with  full  know- 
ledge of  the  consequences,  in  others  in  ignorance  of  the  dis- 
advantages by  which  such  arrangements  are  sometimes 
accompanied. 

With  regard  to  the  control  exercised  by  creditors  over  pro- 
ceedings under  the  Act  of  1883,  the  Official  Receivers 
throughout  the  country  report  a  gradually  increasing  interest 
taken  by  creditors  in  these  proceedings.  The  modification 
which  the  Act  efiocts  in  the  use  of  proxies  afipeara  fsom 
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these  reports  to  have  led  a  much  larger  nmnber  of  creditors 
to  attend  and  take  part  in  the  proceedings  at  the  first  meet- 
injg  than  was  formerlj  the  ease.  Under  the  old  system  of 
Liguidation  bjr  Arrangement  it  was  not  unusual  for  a  single 
individual,  not  himself  a  creditor,  hj  the  aid  of  the  petition- 
ing solicitor  and  by  the  use  of  proxies  obtained  on  various 
representations  to  control  the  proceedings,  elect  himself 
trustee,  appoint  his  own  Committee  of  Inspection,  nominate 
as  solicitor  to  the  estate  the  gentleman  to  whom  he  was  in- 
debted for  his  appointment,  and  then  leave  the  task  of 
winding-up  chiefly  m  the  hands  of  the  latter,  thus  leading  to 
an  increase  in  cost  and  a  diminution  in  efficiency.  Hence  it 
was  not  surprising  if  individual  creditors  came  to  regard 
attendance  at  such  meetings  as  a  waste  of  time. 

Under  the  new  Act  all  proxies  must  be  given  for  a  specified 
purpose,  unless  in  the  case  of  proxies  fliven  to  the  Official  Re- 
oeiver  or  to  persons  in  the  regular  employment  of  the  creditor, 
and  therefore  fully  acquainted  with  his  views  and  identified 
with  his  interests.  Some  complaints  have  been  received  in 
regard  to  this  limitation  from  parties  who  have  been 
accustomed  to  hold  general  proxies  under  the  old  Act,  but  it 
will  be  recollected  that  the  abuse  of  proxies  was  one  of  the 
matters  most  seriously  complained  of  under  that  Act,  and  it 
is,  perhaps,  not  surpnsing  that  some  of  the  rules  which  have 
been  introduced  for  the  purpose  of  checking  this  abuse 
should  have  been  thought  somewhat  stringent.  The  Board 
of  Trade  are  endeavouring  to  mitigate  the  inconveniences 
alleged  to  have  resulted  from  these  Rules  as  far  as  they  can, 
without  abandoning  the  precautions  which  Parliament  so 
strongly  insisted  upon,  ana  somethin^g  may  be  done  in  this 
direction  bv  creditors  themselves  giving  their  instructions  to 
the  Official  Receiver  and  appointing  him  their  general  proxy, 
with  the  knowledge  that  ms  public  position  and  character 


will  require  him  to  use  such  proxies  in  the  manner  which  is 
best  for  their  interests.  On  tneotherhand,  it  may  be  pointed 
out  that  creditors  who  themselves  attend  such  meeUngi  find 
it  now  possible  to  consult  with  their  fellow  creditors  sod 
concert  measures  for  their  common  benefit,  and  th^  sr 
beginning  to  realise  that,  notwithstand'n^  what  has  been 
called  the  officialism  of  the  Act,  it  really  gives  them  a  more 
effective  control  over  the  proceedings  than  has  ever  been 
afforded  by  an^  previous  bankruptcy  Uw. 

In  the  earlier  weeks  after  the  Act  came  into  openktio& 
some  tendency  was  shown  to  entertain  proposals  for  Com- 
positions considerably  below  the  apparent  valne  of  the 
debtor's  estates.  This  was  no  doubt  due  in  a  large  messuR 
to  the  too- well  founded  idea  prevalent  under  the  old  Act. 
that  it  was  more  for  the  interest  of  creditors  to  accept  inj- 
thing  which  the  debtor  might  offer  than  to  squander  tbe 
assets  in  the  costs  of  liouidation.  Owing  partly  to  the  fiim 
action  of  the  Official  Receivers  in  criticising,  and  of  ftk« 
Courts  in  dealing  with  such  proposals,  and  partly  to  tkc 
more  correct  views  which  began  to  be  entertained  vith 
regard  to  the  probable  results  of  winding  up  under  iht 
machinery  provided  by  the  new  Act,  this  tendency  has  ben 
greatly  modified,  and  as  a  rule  the  more  recent  cases  d 
Oompoeition  have  been  favourable  to  creditors. 

At  the  same  time  the  rates  of  these  Compositians  si 

appearing  from  the  following  Table  exhibit  a  great  improfi- 

ment  upon  those  shown  in  proceedings  under  the  19Sik 

Section  of  the  Act  of  1869,  the  figures  relating  to  which  sn 

taken  from  the  (Comptroller's  Report  for  1882. 

Table  showing  the  average  rates  of  Compositions  ssac- 

tioned  under  the  Act  of  1869  during  the  year  1882,  vi:b 

corresponding  results  under  the  Bankmptey  Act  of  ISS!. 

for  the  period  ending  81st  March  1884 : — 
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The  ^eat  average  improvement  here  exhibited  is  in  all 
probability  chiefly  due  to  the  searching  investigation 
required  hj  the  Act  to  be  instituted  before  Compositions  are 
sanctioned.  Under  the  old  system  these  arrangements  were 
not  unfrequentlyjproposed  by  debtors  to  conceal  the  real 
state  of  their  affairs  or  to  avoid  examination  into  their  con- 
duct. Under  the  new,  before  they  can  be  confirmed,  the 
debtor  must  undergo  a  public  examination  on  oath  both  into 
his  conduct  and  his  affairs,  and  their  final  acceptance  is 
dependent  upon  the  approval  of  the  Court,  after  hearing  a 
report  from  the  Official  Receiver.  It  is  therefore  impossible 
for  debtors  now  to  conceal  the  true  state  of  their  affairs  or 
to  escape  the  penalties  of  misconduct.  Under  such  circum- 
stances Composition  arrangements  when  sanctioned  may  be 
regarded  as  an  equitable,  speedy,  and  economical  method  of 
arranging  affairs  between  a  debtor  and  his  creditors. 

There  is  a  possible  danger,  however,  in  such  cases,  of 
wbioh  symptoms  have  already  in  some  cases  appeared,  that 
debtonnay  endeavour  to  pecsoade  their  eieditom  to  auent 


to  Composition  proposals  involving  their  diachai^e  ^isif 
circumstances  where  in  Bankruptcy  proceeding  thejvoc^ 
not  be  able  to  obtain  it.  An  arrangement  which,  may  C3 
appear  to  be  beneficial  to  the  creditors  immediately  ^ 
cemed  may  be  calculated  to  interfere  with  the  inteteets ' 
public  mondity,  and  may,  if  permitted,  seriously  injuz?  ^ 
real  interests  of  all  creoitors  in  the  futore.  The  CcC' 
have,  however,  ample  powers  to  check  any  tendency  in  '- 
direction. 

In  those  cases  where  the  debtor  has  been  adjodk*^ 
bankrupt  and  a  trustee  has  been  appointed,  the  appoms^ 
has  been  submitted  for  approval  to  the  Board  of  Txades « 
are  empowered  by  the  Act  to  object  to  any  trustee  oe  ^ 
ground  that  he  has  not  been  appointed  in  good  faith  t* 
majority  in  value  of  the  creditors  voting, 
is  unfit  to  be  trustee  or  that  bis  com 
or  relation  to,  the  bankrupt  or  his  estate  or 
tioular  creditor  makes  it  diffioolt  for  him  to 
in  the  intetesto  of  the  cztditocs 
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finally,  that  he  has  failed  to  comply  with  the  requirements 
of  section  162  by  acoounting  for  the  undistributed  funds  in 
his  x>osses8ion  under  former  Acts.  In  the  exercise  of  these 
powers  the  Boaord  of  Trade  have  required  a  report  to  be 
furnished  by  the  Official  Receiver  on  every  trustee  nomi- 
nated by  the  creditors,  and  his  appointment  has  been  con- 
firmed only  after  they  were  reasonably  satisfied,  as  far  as  the 
evidence  at  their  command  enabled  them  to  judge,  that  no 
real  objection  existed  to  his  appointment.  The  result  has 
been  a  general  selection  of  trustees  bearing  a  high  character 
for  integrity  and  business  capacity.  It  has  not,  however, 
been  the  object  of  the  Board  to  interfere  with  the  choice  of 
trustees  unless  where  they  considered  it  essential.  The 
most  difficult  cases  to  deal  with  have  been  those  where  no 
personal  objection  was  a^eged  to  the  person  nominated,  but 
where  from  his  appointment  having  been  carried  against 
the  wishes  of  a  dissenting  minority  by  relatives  of  the 
debtor  or  by  persons  having  had  transactions  with  him 
which  demanded  strict  investigation  it  was  believed  that  he 
would  find  it  difficult  to  act  with  perfect  impartiality.  The 
duty  imposed  upon  the  Board  of  Trade  in  such  cases  is  one 
of  great  delicacy,  but  its  impartial  discharge  is  a  matter  in 
which  the  interests  of  creditors  generally  are  deeply  con- 
cerned. 

Under  the  liquidation  system  of  the  Act  of  1869  trustees 
were  rarely  required  to  ^ve  security  for  the  funds  passing 
through  their  hands,  and  mstances  have  frequently  occurred, 
more  especially  of  late,  where  such  trustees  have  absconded 
or  become  bankrupt,  and  where  the  money  of  the  creditors 
has  consequently  been  lost.  In  every  instance  under  the 
new  Act  security  has  been  required  to  be  given  to  the  Board 
of  Trade  in  the  form  of  a  lx>nd  by  an  approved  Guarantee 
Society  before  a  trustee  was  put  n  possession  of  the 
estate. 

In  the  matter  of  remuneration  the  Act  requires  trustees  to 
be  paid  by  a  commission  partly  on  the  amount  realised 
and  partly  on  the  amount  of  dividend,  and  the  rate 
allowed  on  realisations  must  not  exceed  that  allowed 
on  dividends;  trustees  have  thus  every  inducement 
to  realise  the  estates  under  their  control  as  speedily,  and  to 
keep  down  expenses  as  much,  as  possible.  The  creditors 
may  themselves  fix  the  rate  of  remuneration,  or  they  may 
leave  it  to  the  Committee  of  Inspection.  In  37  per  cent,  of 
the  cases  in  which  fint  meetings  have  been  held  up  to  Slst 
March  the  creditors  have  left  the  rate  to  be  determined  by 
the  Committee  of  Inspection  without  limitation  ;  in  10  per 
cent,  they  have  left  it  to  the  Committee  subject  to  a 
maximum  limit :  in  80  per  cent,  they  have  themselves  fixed 
the  remuneration  at  rates  varying  from  1  per  cent,  on  net 
assets  realised  and  1  per  cent,  on  dividend,  to  5  per  cent,  on 
assets  and  5  per  cent,  on  dividend ;  in  2  per  cent,  of  the 
cases  the  trustees  have  undertaken  to  act  without  remunera- 
tion, while  in  21  per  cent,  the  creditors  have  deferred  the 
fixing  of  remuneration  to  a  future  period. 

In  the  appointment  of  Committees  of  Inspection  the  new 
system  has  also  exhibited  a  marked  improvement.  The  Act 
requires  that  the  Committee  should  consist  of  not  more 
than  five  nor  less  than  three  members ;  the  larger  number 
have  generally  been  appointed,  and,  as  a  rule,  creditors 
holding  a  large  stake  have  been  selected. 

Another  prominent  feature  of  the  new  Act  has  been  the 
compulsory  public  examination  of  the  debtor  in  every  case 
where  he  had  not  absconded.  These  examinations  which, 
especially  in  the  provinces,  are  generally  reported  at  con- 
siderable length  in  the  local  newspapers,  are  stated  to  be 
largely  engaging,  public  interest  and  attention.  In  this 
respect  the  public  are  deeply  (indebted  to  the  Judges  and 
Registrars  of  the  Bankruptcy  Courts  and  to  the  Official 
Keceivers  throughout  the  country  for  the  painstaking 
manner  in  which  they  have  investigated  tne  various 
matters  connected  with  debtors'  estates.  In  13  cases  the 
2ouTt8  have  ordered  prosecutions  to  be  conducted  by  the 
ublic  Prosecutor  against  debtors  for  offences  under  the 


Debtors  Act ;  in  3  of  these  cases  the  debtors  have  absconded, 
in  2  the  debtors  have  been  acquitted,  in  2  they  have  been 
convicted  and  sentenced  to  imprisonment  for  three  and 
eight  months  respectively,  and  6  cases  are  still  pending. 
Besides  these,  44  cases  are  reported  of  debtors  under  the  Act 
who  have  absconded  prior  to  the  date  fixed  for  the  public 
examination ;  of  these  6  have  subsequently  been  arrested, 
and  in  several  of  the  remaining  cases  warrants  have  been 
issued.  While  these  results  are  unquestionably  calculated 
to  assist  in  promoting  a  healthier  tone  of  commercial 
morality  and  a  deeper  sense  of  responsibility  on  the  part  of 
debtors,  they  also  afford  some  explanation  of  the  increased 
anxiety  on  the  part  of  the  latter  to  effect  private  arrange- 
ments with  their  creditors. 

In  regard  to  the  debtor's  discharge,  which  now  requires 
the  sanction  of  the  Court  instead  of  being  entirely  left  to 
the  creditors  as  under  the  liquidation  system  of  the  Act  of 
1869,  the  number  of  applications  for  discharge  dealt  with  up 
to  Slst  March  was  only  4,  but  including  cases  of  Receiving 
Orders  prior  to  Slst  March,  where  applications  have  been 
dealt  with  subsequently,  the  number  is  25 ;  of  these,  16  have 
been  granted  unconditionally,  and  9  have  inconsequence 
of  offences  under  Section  28  been  suspended  for  periods 
varying  from  one  to  six  months. 

One  other  point  of  contrast  betwixt  the  results  attained 
under  the  new  Act  as  compared  with  those  attained  under 
the  old  remains  to  be  considered,  namely,  the  question  of 
costs  of  administration.  There  is  probably  no  subject  on 
which  greater  misapprehension  exists.  The  following  extract 
from  a  circular  to  creditors  issued  with  a  view  to  induce 
them  to  affree  to  a  private  arrangement  outside  the  Act 
indicates  ue  kind  of  representations  which  it  is  believed 
have  been  largely  brought  to  bear  upon  creditors :  "  I  may 
add,"  the  circular  says,  -*  that  this  course  has  been  named 
«*  by  me  to  secure  to  the  creditors  the  largest  offer  of  com- 
*'  position  by  avoiding  the  enormously  heavy  fees  payable  on 
**  estates  administered  under  the  new  Bankruptcy  pro- 
**  cedure."  It  is,  therefore,  of  the  highest  importance  to 
ascertain  how  these  fees  compare  with  the  costs  of  other 
systems  of  administration.  It  is,  of  oourse,  impossible  to 
ascertain  what  are  the  costs  of  private  arrangements.  It  is 
one  of  the  great  evils  of  this  mode  of  realisation  that,  as  a 
rule,  no  check  is  placed  upon  expenditure,  and  creditors  are 
kept  in  the  dark  as  to  the  cost  of  the  proceedings.  It  may 
safely  be  assumed,  however,  that  the  expenses  in  these  cases 
which  are  not  subject  to  official  control  or  taxation  are  likely 
to  be  not  less,  but  probably  more,  than  the  expenses  of 
Liquidation  by  Arrangement  under  the  Act  of  18^,  and  it 
has  already  been  shown  what  these  amounted  to  in  the  most 
favourable  class  of  cases.  In  considering  the  question  of 
costs  under  the  Act  of  1883  it  is  necessary  to  discriminate 
between  large  and  **  small  bankruptcies.*'  In  the  latter  case, 
that  is,  in  estates  with  estimated  assets  under  £300 
summarily  administered,  the  Official  Receiver,  as  a  rule, 
realises  and  distributes  the  estate,  and  the  official  fees 
represent  therefore,  in  addition  to  formal  proceedings  in 
Court,  the  entire  cost  of  administration,  with  the  exception 
of  law  and  auctioneer's  and  other  similar  expenses.  In 
large  estates,  on  the  other  hand,  though  the  Receiver's 
duties  are  only  of  an  interim  character,  and  usually  cease  on 
the  appointment  of  a  trustee,  it  must  be  borne  in  mind  that 
even  after  the  appointment  of  an  independent  trustee  the 
work  of  supervision  and  audit  of  the  trustee's  proceedings 
and  accounts  devolves  upon  the  Board  of  Trade,  and  the 
official  fees  in  this  case  cover,  in  addition  to  court  chaijges, 
the  cost  of  interim  preservation  of  the  estate,  the  examina- 
tion of  the  debtor's  conduct  and  affairs,  reports  thereon  to 
the  creditors  and  the  Court,  the  supervision  of  the  trustee, 
and  the  audit  of  his  accounts,  in  both  of  these  oases, 
therefore,  the  official  fees  entirely  differ  from  the  fees 
imposed  in  liquidations  under  the  Act  of  1860,  with  which 
they  have  been  contrasted.  In  Liquidations  under  the  Act 
of  1869  there  were  no  interim  duties  of  preserving  the  estate. 
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no  examination  of  the  debtor's  affairs  and  conduct,  no 
reports  to  the  creditors  or  to  the  Court,  no  administration  of 
the  estate,  and  no  supervision  or  audit,  by  any  public 
official  or  department.  The  fees  under  that  Act  were 
simply  Court  fees  charged  in  respect  of  the  registration  of 
resolutions  and  other  proceedings  of  a  formal  character. 
There  is,  therefore,  no  analogy  between  the  two  sets  of  fees, 
and  the  real  question  co  be  considered  is  not  whether  the 
fees  are  higher  (as  they  necessarily  must  be)  under  the  Act 
of  1883  but  whether  the  total  cost  of  realisation  is  higher  or 
the  reverse.  In  order  to  arrive  at  an  accurate  conclusion 
upon  this  question  it  may  be  advisable  first  to  consult  the 
Table  of  Fees  itself  as  to  the  probable  costs  thereunder,  and 
then  to  see  how  far  the  results  thus  obtained  coincide  with 
the  actual  experience  gained  by  three  months  working  of 
the  Act.  But  in  referring  to  the  table  of  fees  it  is  necessary 
to  distingui^  clearly  betwixt  the  **  official  '*  and  the 
*'  other  "  expenses  of  administration.  It  is  clear  that  the 
latter,  which  include  law  and  auctioneer's  charges,  must 
vary  with  the  circumstances  and  requirements  of  each 
estate,  and  that  any  calculation  of  prwahle  costs  must  be 
limited  to  "official"  expenses,  the  other  expenses  being 
only  capable  of  determination  by  actual  experience.  Taking, 
therefore,  the  average  amount  of  each  estate  as  shown  by  a 
subsequent  table  to  have  been  realised  in  small  bankruptcies 
at  Slst  March,  viz.,  £118,  as  the  basis  of  calculation,  the 
following  mav  be  estimated  as  the  probable  costs  to  the 
estate  of  official  administration,  viz. : — 


£    I.  i 

Stamp  on  petition 5     0  0 

Other  court  fees lOO 

Six  Gazette  notices 1     0  0 

Notices  to  creditors  (say  25)  -        -       •  15  0 

Hire  of  room  (say  10  creditors)       -       •  0    10  0 

Stationery  fee-        ...        .       .  1     0  0 


9  15 
Commission  on  £113  realised  at  6  per  cent.  6  15 
Ad  valorem  stamp  duty  of  1  per  cent     -       1     2 


Total  fees 


£17    13     2 


The  Act  has  been  in  operation  too  short  a  time  to  penxt 
of  the  preparation  of  reliable  tables  of  costs  in  nspect  cl 
estates  which  have  been  finally  closed,  but  with  the  view  ol 
testing  its  practical  operation  in  this  respect  the  Offia^ 
Receivers  throughout  the  country  have  been  requested  » 
furnish  a  statement  of  the  various  estates  under  :bei 
charge  in  the  course  of  Summary  Administration,  ud  tb* 
work  in  connexion  with  which  is  sufBcientiy  advuicei  k 
permit  of  a  reliable  statement  of  results.  In  these  casef  &.! 
fees  have  been  charged  and  other  expenses  duly  esiinttt^i 
The  results  are  shown  in  the  following  table. 


Table  of  amounts  realised  up  to  31st  March,  1884  in  estates  summarily  administered  under  the  Act  of  1683, 

and  of  average  official  and  other  costs. 


Mo.  of  Estotes. 


Amount  realised 
to  8l8t  March. 


Average  amount 
realiMd  per  Estate. 


Average  Official 

Fees,  including  46 

Court  Fees. 


Average  other 

Costs,  including  Law, 

Auctioneers,  Ac. 


Average  totslOotti. 


I    I 


18« 


4 

20,761 


£ 

118 


Per-centage  of  costs  to  average  realisations 


17-08 


16*14  per  cent. 


£ 
18-87 


11*80  per  cent. 


£ 
8M0 


96*94  per  cest 


It  will  be  observed  that  the  average  official  costs  as 
shown  by  this  table  correspond  almost  exactly  with  the 
estimate  previously  obtained  from  the  Table  of  Fees.  The 
percentage  of  costs  as  here  stated  is,  however,  not  unlikely 
to  be  modified  before  the  estates  are  actually  closed,  as 
while  all  fees  and  costs  have  been  estimated  with  the 
exception  of  the  commission  on  future  realisations,  only  the 
actual  realisations  up  to  Slst  March  have  been  taJcen  credit 
for,  and  any  future  reiJisations  will  only  be  subject  to  the 
charges  for  commission  on  realisation  and  audit.  It  is  now 
possible,  therefore,  to  form  a  comparison  with  sufficient 
approximate  accuracy  for  practical  purposes  betwixt  the 
actual  expense  of  administration  under  the  Act  of  1883  and 
under  the  Act  of  1869.  In  order  to  make  the  com- 
parison as  full  as  possible  the  results  of  the  administration 
of  cases  of  bankruptcy  proper  which  have  been  taken  from 


the  last  published  report  of  the  Comptroller  in  Banbc;:" 
for  the  year  1882  have  in  the  following  Table  been  commsr  j 
with  the  results  of  liquidations  as  previously  shown.  T^^  ! 
results  are  stated  by  way  of  per-centage,  but  it  iniL<t :« 
borne  in  mind  that  while  the  figures  relating  to  Bankruyt" 
are  absolutely  complete,  inasmuch  as  they  relate  to  actsil; 
closed  estates,  those  relatinff  to  Liiquidations  are  for  '^' 
reasons  already  explained  liable  to  be  increased  whea  '>-* 
final  charges  are  included,  while  those  relating  to  proo^ 
ings  under  the  Act  of  1883  are  liable,  as  just  stateJ.tc " 
diminished.  As  previouslv  stated  aJso  the  figures  iol-Cw^ 
tions  presumably  deal  witn  the  most  favourable  specm  v 
of  their  class. 

Table  showing  the  comparitive  cost  per  cent,  of  v^^-'- 
estates  of  £300  and  under,  calculated  on  gross  reali^a:::^ 


Under  the  Act  of  1809. 


Bankruptcies. 


Trustee's 


Law  and  other 


RemoneraUon.  "Costs  Jncluding 

I  fees. 


Total. 


Liquidations. 


Under  the  Act  of  1863b 


Summary  Admtnistaratuvtt. 


Trustee's 
Remuneration. 


Law  and  other 

Ckwts,  including 

Fees. 


Total. 


Official  Costs, 
including  Fees. 


Law  and  other 
Costs. 


15  per  cent. 


87  per  cent. 


6S  per  cent.    I  14|  per  cent. 


86^  per  cent. 


60f  per  cent. 


16  per  cent. 


19  per  cent. 


Too: 


f?per«^ 


It  is  clear  that  in  those  cases  the  total  amount  of  admin- 
istration under  the  Act  of  1883  is,  even  under  the  most 


unfavourable  conditions  of  comparison,  liitlt  more  tksi 
half  of  that  under  the  Act  of  1869, 
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With  regard  to  the  larger  olaBS  of  estates  where  the  assets 
sxceed  £300  it  is  impossible  as  yet  to  fumisli  any  reliable 
letails  of  the  actual  expenditure,  but  there  is  no  reason  to 
mppose  that  they  will  not  likewise  exhibit  a  substantial 
reduction.  The  suggestion  has  indeed  been  made  that  in 
;hese  cases  also  the  official  fees  will  prove  a  deterrent  from 
sroceedings  in  bankruptcy,  r^nd  that  creditors  will  prefer  a 
iystem  of  private  arrangement  on  account  of  its  supposed 
economy,  but  this  can  hardly  be  regarded  as  other  than  a 
^ery  prejudiced  opinion.  As  a  matter  of  fact  the  fixed  fees, 
(uch  as  stamp  on  petition,  cost  of  notices,  rooms,  stationery, 
kc,  are  practically  the  same  in  large  cases  as  in  small,  and 
heir  total  amount  (ranging  from  £10  to  £15,  unless  where 
he  creditors  are  extremely  numerous)  is,  in  a  large  estate, 
imply  an  incidental  expense  which  can  have  no  possible 
niluence  on  the  result.  The  only  other  fees  are  the  1  per 
tent,  ad  valorem  charge  and  the  6  per  cent,  commission  on 


on  realisations  prior  to  the  appointment  of  a  trustee.  The 
latter  charge  can  only  as  a  rule  take  effect  on  very  small 
amounts,  as  the  time  which  elapses  before  the  appointment 
of  a  trustee  is,  unless  in  exceptional  cases,  too  short  to 
permit  of  any  considerable  realisations. 

The  total  official  fees  therefore  in  large  estates  (being  as  a 
rule  little  more  than  1  per  cent.)  are  not  likely  materitdly  to 
affect  either  the  amount  of  the  dividend,  or  the  reduction 
which  may  reasonably  be  expected  from  the  operation  of 
the  Act  in  the  ordinary  expenses  of  realisation. 

1  have  the  honour  to  be, 

Sir, 

Your  obedient  Servant, 

JOHN    SMITH, 

Inspector-General  in  Bankruptcy. 


APPENDIX. 

!'able  I. — Glassifibd  Summaby  of  Retubns  by  Tbusctes  in  4,150  Gases  of  Liquidation  by  Arrangement  under  the  Act  of 
1869  (commenced  during  the  period  from  1876  to  1881),  showing  the  Amounts  realised  and  distributed  up  to  25th 
August  1883. 


Namber  of  Cases. 

Total 
Asseto 

rlised, 

Less 
Prefer- 
ential 

Distrlbntion. 

ClaMiiloatk>ii 

Costs. 

Diyidends. 

Un- 

of 
Estates. 

Pay. 

Not 

indad- 

and 

Net 

Law, 
Anc- 

distri- 

i24( 

paying 

Total. 

ing 

Extra* 

Assets. 

tneer'B, 
and 

Tms- 
tees* 

s 

buted 

AtaetB  BeallMd. 

Divi. 
dend. 

Divi- 
dend. 

Blnoe 

daeto 

rrstees. 

otdnry 

Claims 

paid. 

other 
Ezpnss 

of  Ad- 
mnstra- 

tion. 

Remu- 
nera- 
tion. 

Total. 

Paid. 

Unpaid. 

Total. 

Ba- 
lances. 

'nder£800   •       •       •       • 

1^84 

1,801 

8,985 

4 
878,015 

4 
57,450 

4 
915,565 

4 
99,601 

4 
88.800 

4 
188,401 

4 
63,408 

4 
8,811 

4 
66,719 

4 
10,446 

£900  A  under  J1,(U0  •       • 

507 

188 

780 

401,649 

95,658 

805,996 

89,541 

88,917 

190,758 

168,499 

8,784 

178,916 

18,099 

41,000     „       J»fiO0'       . 

890 

89 

899 

090,418 

181,946 

506,478 

81,915 

46,680 

197,895 

859,017 

8,786 

868,808 

17,775 

je5.ooo    „     nofloo     . 

85 

7 

49 

986,479 

81,949 

904,580 

81,195 

15.588 

86,798 

146,968 

13» 

148,881 

19,671 

410,000    „       4100,000     - 

62 

8 

65 

1,906,602 

414,496 

794,176 

44,886 

87,469 

81,798 

679398 

1,457 

681,880 

81,008 

4100,000  „       4500,000      - 

1 

— 

1 

890,491 

— 

990,491 

4,176 

8,097 

18,978 

166,876 

— 

166,876 

41,849 

bove  4500,000     -      •       - 

1 

— 

1 

H16,B17 

984,444 

481,878 

7,699 

5,888 

18,969 

468,865 

100 

462,466 

54)66 

9450 

1,983 

4.118 

8,806,464 

1,166^S1 

9,780,606 

840,698 

190,199 

680,815 

2,016,488 

18,646 

8,060,079  189,709 

ABUB  II. — ^AvEBAOE  Tabub,  showing  the  average  amount  zeceived  and  distributed  in  respect  of  each  of  the  Estates 
referred  to  in  the  foregoing  Tahte. 


Classification, 


Total 

Assets. 

realised. 


Prefer- 
ential 
and 
Extra- 
ordnary 
Outlay. 


nder  £800 

£300  and  under  £1,000 


£1,000 
£5,000 
£10.000 
£100,000 
>oYe  £500,000 


ti 
It 
II 
>i 


£5,000 
£10,000 
£100,000 
£500,000 


£ 
91 
550 
2,0d8 
6,820 
21,974 
220,491 
815,817 


Net 
Assets. 


Distribution. 


Costs. 


Law 
Auctioneer's 
and  other 
Expenses  of 
Administra- 
tion. 


Trustees* 
Remunera- 
tion. 


Dividends. 


Total 
Costs. 


On 
Divi- 
dend 
Paying 
Estates. 


I 


On  all 

Estates, 

including 

Non- 
dividend 
Paying. 


Undis- 
tributed 
Balance 


£  £ 

19  72 

181  419 

553  1,545 

1,951  4,869 

7,535  14,439 

-r  220,491 

334,444  481,373 


£ 

33 

113 

247 

504 

806 

4,176 

7,629 


£ 

13 

52 

142 

370 

681 

8,097 

5,333 


£ 

£ 

46 

56 

165 

288 

389 

1,251 

874 

4,235 

1,487 

13,101 

12,273 

166,376 

12,962 

462,455 

£ 

22 

236 

1,102 

3,529 

12,387 

166,376 


£ 

4 

18 

54 

466 

565 

41,842 

5,956 
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Tablb  III.— Showing  the  Per-centage  to  Gross  and  Net  Assets  of  the  Costs  of  Administration,  Dividends,  aod  Undi&tii- 
bated  Balances,  in  Cases  referred  to  in  foregoing  Table. 


1.  Oro8s  Auets. 


Distribation. 

Per-centage  to  Gross  Assets  of 

Clasaification  of  Bstates. 

Costs. 

Dividends 
on  all  Estates 
including  Non- 
dividend 
Paying. 

Assets  Bealised. 

Law 
Auctioneer's 

and  other 

Expenses  of 

Administration. 

Trustees' 
Remuneration. 

Total 
Costs. 

UndiBtributed 
Balances. 

Under  £300 

£ 
86-48 

£ 
14-21 

£ 
50-69 

£ 
24-44 

3-83 

£800  and  nnder     £1,000 

ao-55 

9-52 

8007 

42-87 

3-S4 

£1,000        „              £5,000 

11-76 

6-77 

18-53. 

52-55 

2-57 

£5,000        „            £10,000 

7-40 

5-42 

12-82 

51-75 

6-83 

£10,000        „           £100,000 

8-67 

810 

6-77 

56-37 

2-57 

£100,000        „          £500,000 

1-89 

3-67 

5-56 

75-46 

18-98 

Above  £500,000 

•94 

•65 

1-59 

66-69 

•73 

2.  Net  AiuU. 


Distribution. 

Per-centage  to  Net  Assets  of 

i 

Costs. 

Dividends 
on  all  Estates 
including  Non- 
dividend 
Paying. 

Classiflcation  of  Estates. 

Law, 

Auctioneer's, 

and  other 

Expenses  of 

Admmistration. 

Trustee's 
Bemuneration. 

Total 
Costs. 

Undistribatcd 
Balances. 

£ 

£ 

£ 

£ 

£ 

Under  £800 

46-20 

18- 

64-20 

30-95 

4-85 

£800  and  under     £1,000 

26-97 

12-49 

39-46 

56-28 

4-26 

£1.000        „              £5,000 

15-97 

918 

25-15 

71-35 

3-50 

£5,000        „             £10,000 

1036 

7-60 

17-96 

72-47 

9-57 

£10,000        ,.           £100,000 

5-58 

4-72 

10-30 

85-79 

8-91 

£100,000        „           £500,000 

1-89 

8-67 

5-56 

75-46 

18-98 

Above  £500,000 

1-59 

1-10 

2-69 

9607 

1-24 

Tabub  IV. — Stateiceztt  showing  the  Number  of  Receiving  Orders  made  under  the  Bankruptcy  Act,  1883,  up  to  31st  Ibr-: 
1884 ;  and  how  dealt  with  up  to  3rd  June  1884. 


Total  Receiving 
Orders  made. 


High     County     «  .  , 
Court.    Courts. '   ^®***- 


128 


616 


744 


Receiving 

Orders 
rescinded. 


Ordered  to  be 

Summarily 

Administered 


476 


No 

Summary 

Order  made. 


268 


How  dealt  with 


Compositions 

approved 
under  sec.  18. 


57 


t^^!^    Udjudicated'C^I^^. 
un^^r'is)   BUupt.      -^^- 


6 


648 


taScht 

FeDdic: 


29 
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Tabli  v.— Statbukht  showing  the  Number  of  Oomporitiong  approved  by  fthe  CJourti  under  Section  18  of  the  Bankruptcy 
kmk  1  AAA  t^  in  ihA  nraviona  Table,  at  the  following  Bateii : — 


Aot,  1883  as  in  the  preyious  Table,  at  the  following 


Not  exceeding  1j.  in  the  pound 
Exceeding  1m.  and  not  exceeding  3f .  6i. 

6«.  „  iM.ed.     . 

7s.  W.  „  lOf. 

lOi.  »,  16i. 

15f.  „  aoi. 

Ataoi. 

Total 

Exceeding  10s.  in  the  pound 
Not  exceeding  lOi.  in  the  pound 


If 
II 
II 
II 


High  Court.  Ck>unt7  Grts. 


2 
8 


8 


1 
7 


8 
10 
18 

5 
10 

2 

1 


49 


Total. 


5 
18 
90 

5 
11 

a 
1 


IS 
86 


57 


14 
48 


Percent. 


8-77 
32-80 
85-09 

8-77 
19-80 

3-51 

1-76 


100- 


24*57 
75-48 


Number  of  Schemes  approred  under  section  18. 


High  Court.  County  C|ts. 


Total. 


litBtttnte  0f  €\fattttb  |Uconttt«tits. 


INTERMEDIATE    &    FINAL 

EXAMINATIONS. 


The  following  books  have  been  recommended  by  the 
Council  of  the  Institute  for  the  use  of  Candidates  desirous 
of  passing  the  Imtxbmbdiatb  and*  Final  Examinations  of 
tl&e  Institute. 


PRIKCIPLSS    OF  lERCilTILB    Lit, 


BT 


JOSHUA  SLATES. 


Price  7/6  nat. 


EPnOIB  OF  THE  111  OF  IBBITRiTIOliS, 


JOSHUA  SLATES. 


Price  7/6  net. 


OEB  *  Co..  Bt.  B>.tb«i1  ClMuabM.,  Trtiglgh  Otwrt,  «.a 


GEE    &    CO., 

Legal,  Commeicial,  and  General 

PRINTERS, 

GEE  &  CO.,  having  an  exclusive  connection 
amongst  Accountants,  have  special  facilities 
for  the  execution  of  all  forms  in  use  amongst  the 
members  of  the  profession. 

STATEMENTS  OP  APFAIBS. 
NOTICES  OF  MEETINGS.  CATALOGUES. 

OIRCULABS.  PAMPHLETS. 

PROSPECTUSES.  LAW  BOOKS,  &c. 

Executed  with  promptitude  and  despatch. 


8t.  Stephen's  Chambers,  Telegraph  Street,  E.C. 


SECOND  EDITION.-A  GREAT  SUCCESS. 


iBRUGEIEITS  BETWEEl  DEBTORS  ft  GBEDITORS, 

Bdiie  •  ooUaotfon  ft!  P««»d«iti  by  PRANK  DODD,  ft!  Grari  Imi, 
Eiq..  BMrbter-aVlAW,  with  Ihtwjduotiok  by  HENRT  BOLLAND 
Baq.,  F.OJL 

GEE  *  OOn  81.  BtaplMn*!  Chambm,  Tetogrti^  SIntI,  B.O. 
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Ittstttnte  d  Cbart^wb  ^a0mttants^ 


SUBJECTS  FOR  PRELIMINART  EXAMINATION,  Ist,  2nd,  and  3rd  December,  1884. 


Mrkiintt  ^€  rvami.^a4^i^»       f  !«*  ^"^1  2nd  Days— 10  to  12—2  to 
Hours  of  Examination  :-]3p^  Day-10  to  12-2  to  4. 


.30  to  6. 


1. — Writing  from  dictation. 

2. — ^Writing  a  short  English  composition. 

8. — ^Arithmetic. 

4. — ^Algebra,  to  Quadratic  Equations  (inclusive). 


5. — Euclid  (the  first  four  books). 

6. — Geography — The  British  Isles,  and  Russia. 

7._Hi8tory  of  England— 1485— 1603. 

8. — Latin  Elementary. 


9. — And  in  any  two  of  the  following  subjects,  one  of  which,  at  least,  must  be  a  language,  to  be  selected  by  :h<? 
Candidate :— (1)  Latin ;  (2)  Greek,  Ancient ;  (3)  French ;  (4)  German ;  (5)  Physics  ;  (6)  Chemistry ;  (7)  Animal  Physiokgy 
(8)  Electricity,  Magnetism,  Light  and  Heat ;  (9)  Geology  ;  (10)  Higher  Mathematics. 

The   following    Books   have   been  selected   for  the  Examination  of  Candidates  in  the  optional 
subjects  of  the  Preliminary  Examination,  to  be  held  In  December,  1884:— 


1. —  Latin.    Virgil  Aen.  XII. 

2. — Oreek,    Xenophon  Anabasis  II. 
•8. — French.    No  special  book. 
•4. — Qerman.    No  special  book 

5. — Physics.    The  elements  ot  Mechanics, 
Hydrostatics,  and  Pneumatics. 


6. — Chemistry.    The  principal  elements  and  theii 

more  important  inorganic  compounds. 
7. — Animal  Physiology, 
8. — EUctricity^  Magnetism,  Light  and  Heat. 
9. — Geology. 


10. — Higher  Mathematics.    Algebra,  Trigonometry  wnd  the  first  six  books  of  Euclid,  or  the  subjects  thereof. 

Books  Recommended.  —Epochs  of  Modem  History  (Longmans,  1/C).  5.  Magnus's  Mechanics  andHydrostat « 
(Longmans,  1/6).  Lodge's  Mechanics  (Chambers,  3/-).  6.  Eoscoo's  Lessons  I.  to  XXV.  (Macmillan,  4/6).  7.  HuxKy^ 
Physiology  (Macmillan,  4/6).  8.  Balfour  Stewart's  Physics  (Macmillan,  4/0).  10.  Hamblin  Smith'a^Igebra  (Rivingtii^ 
8/-.)    Todnunter's  Trigonometry  (Macmillan,  5/-). 

*  The  examination  in  French  and  German  will  consist  of  the  translation  of  easy  passages  from  those  languages  into 
English,  questions  in  Grammar,  and  translation  of  single  sentences  from  English  into  French  or  German. 


SUBJECTS  FOR 


I  INTERMEDIATE  EXAMINATION,  8th,  9th,  10th  December,  1884. 
FINAL    EXAMINATION,    AND    EXAMINATION    EQUIVALENT   TO  THE 
FINAL,  15th,  16th,  and  17th  December,  1884. 


Subjects  for 
Jntermedtate 
Examination. 


Hours  of  Examination :— 11  to  1—2.30  to  4.30. 

1.  Book-keeping  and  Accounts. 

2.  Auditing. 

8.  The  adjustment  of  Partnership  and  Executorship  Accounts. 

4.  The  rights  and  duties  of  Liquidators,  Trustees  and  Receivers. 

5.  The  principles  of  the  law  of  Bckukruptcy. 

6.  The  principles  of  the  law  relating  to  Joint  Stock  Companies. 

7.  The  principles  of  Mercantile  Law. 

8.  The  principles  of  the  law  of  Arbitrations  and  Awards. 


Subi^ctsfitr 

Final 
Examinaticf^ 


The  following  Books  on  the  subjects  of  the  Intermediate  and  Final  Examinations  are  recommended  to  Students. 


f 


Pollock's  Digest  of  the  Law  of  Partnership,  Second  Edition,  (Stevens  &  Sons,  8/6). 

Ringwood  on  the  Principles  of  Bankruptcy,  Third  Edition,  (Stevens  &  Haynes,  10/6). 

Buckley  on  the  Companies'  Acts,  Fourth  Edition,  (Stevens  &  Haynes,  32/-,  or 

Hurrell  and  Hyde  on  the  Law  of  Joint  Stock  Companies,  Clowes  &  Sons,  17/6). 

Slater  on  the  Principles  of  Mercantile  Law,  Gee  &  Co.,  7/G. 

Slater's  Epitome  of  the  Law  of  Arbitration  and  Awards,  Gee  &  Co.,  7/6. 

Walker's  Compendium  of  the  Law  of  Executors  and  Administrators,  (Stevens  &  Haynes,  21/-). 
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THE 
SEPTEMBER  1,  1884. 


A  COBBBSPOITDEXT  wzoto  to  a  contemporary  the  other  day, 
ind  said  that  he  had  a  thermometer  in  his  garden  during 
.he  late  hot  weather  which  he  put  on  the  grass  in  the  sun  in 
^rder  to  test  the  heat.  In  a  short  time  his  gardener  drew 
attention  to  its  condition,  and  he  found  that  if  it  went  up 
uiother  degree  it  would  never  have  survived  the  achieve- 
aenc,  bat  would  have  burst  on  account  of  having  no  more 
legrees  to  register.  In  order  to  prevent  such  a  catastrophe 
lappening  to  so  useful  an  instrument,  he  ordered  his 
ardener  to  remove  it  into  the  shade  and  give  it  an 
pxx>rtiiiiit7  of  recovering  its  normal  condition. 


Ws  consider  an  act  of  charity  like  that  to  be  worthy  of 
nitation,  and  consequently  do  not  consider  that  we  should 
9  justified  in  placing  our  subscribers  in  the  same  position 
B  this  thermometer,  by  making  them  liable  to  burst, — say 
Lto  a  i>er8piration— by  having  too  great  a  pressure  to  register. 


We  have  consequently  had  compassion  on  them,  feeling 
that  it  would  be  out  of  place  to  spoil  their  enjoyment  of  the 
the  beauties  of  Switserland  and  the  Alps,  by  pushing 
too  prominently  forward  our  claims  in  their  consideration. 
We  have  therefore  postponed  until  our  next  issue  various 
matters  of  interest. 


Refebbino  to  the  result  of  the  last  examinations,  we 
consider  that  the  examination  itself  was  a  fair  test  of  the 
capacity  of  a  student,  and  although  as  we  previously 
remarked,  the  paper  on  "Executorship  and  Partnership 
Accounts"  was  such  as  to  strike  awe  into  the  mind  of  a 
candidate,  still  that  was  an  exception,  the  other  papers 
being  reasonable.  Whether  the  Council  have  made  a  wise 
move  in  curtailing  the  subjects  for  the  next  Intermediate 
examination,  is  one  upon  which  there  is  likely  to  be  a 
difference  of  opinion  between  the  students  who  have  passed, 
and  those  who  have  yet  to  succeed.  We  can  however  but 
repeat,  and  that  emphatically,  that  there  is  not  sufficient 
time  given  for  the  proper  answering  of  the  questions  set. 


Upon  this  subject  we  can  but  advise  our  readers  who  may 
be  candidates  for  the  December  examinations  to  look  care- 
fully through  the  paper,  see  what  questions  they  can 
answer,  and  set  to  work,  and  after  having  finished  with 
them  they  will  have  more  time  to  give  to  the  consideration 
of  the  more  difficult  parts  of  the  examination.  And  as  it 
will  be  winter  when  the  next  examination  comes  on, 
students  cannot  do  better  than  take  Dr.  Franklin's  advice, 
viz. :  **  keep  your  head  cool  by  temperance,  and  your  feet 
warm  with  exercise.*' 


THB   BZAMINATI0N8. 


OuB  correspondent  chartered  accountant,  whose  letter  we 
produce  elsewhere,  evidently  looks  at  the  present  state  of 
his  profession  with  feelings  somewhat  akin  to  dismay.  He 
regards  the  present  increase  in  the  number  of  candidates 
desirous  of  becoming  members  of  the  Institute  as  a  sign  not 
of  vigour  but  of  decay,  and  looks  to  the  future  not  with  hope 
but  with  something  very  like  despair.  He  evidently  perceives 
in  the  decrease  of  bankruptcy  a  sign  of  the  ruin  of  the 
profession,  if  not  of  the  nation,  and  has  an  idea  that  the 
time  is  not  far  distant  when  the  Malthusian  theory  will 
become  a  fact,  so  far  as  accountancy  is  concerned,  and  the 
growth  of  the  members  will  outrun  the  work  remaining  for 
them  to  do,  and  there  will  be  a  consequent  scarcity  of 
support.    Under  these  solemn  circumstances  he  endeavours 
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to  relieve  his  mind  in  the  usual  manner,  i.e.,  by  making 
others  the  sharers  of  his  grief.  And  first  of  all  he  makes  the 
Council  responsible  for  what  he  has  evidently  made  up  his 
mind  is  going  to  be  the  future  state  of  afiairs.  He  considers 
them  to  blame  for  the  success  attending  the  examinations, 
and  we  are  not  quite  sure  whether  he  does  not  give  them 
credit  for  being  the  cause  of  the  decrease  in  the 
bankruptcy  department.  At  any  rate  he  blames  them 
for  encouraging  the  youth  of  the  present  day  to  rush  into 
the  "  beneficent  arms  "  of  the  Institute  by  lowering  the 
tone  of  the  Intermediate  Examinations.  Now  all  these  sad 
for;  bo]in?<*  sonm  to  ii>  to  bo  a  mistake  ;  granted  that  barxk- 
nipLry  .iu^in-  >•>  is  un-i'-r  a  cioua  at  present,  it  must  still  be 
borne  in  mind,  that  the  act  has  not  yet  got  into  such  a 
workable  condition  as  to  be  any  criterion  of  its  future  posi- 
tion. You  cannot  expect  an  act  to  get  into  thorough  work- 
ing order  in  nine  months,  more  especially  when  it  is  one 
that  takes  up  quite  now  ground,  and  is  an  entire  departure 
from  the  beaten  track  that  we  have  been  accustomed  to 
follow  for  years.  Take  again  into  consideration  the  rush 
there  was  last  year  in  the  number  of  bankruptcies,  and 
also  the  tremendous  increase  in  the  years  1878  to  1880,  and 
calculate  how  far  those  combined  causes  have  been  at 
work  to  make  the  average  of  10,149  on  which  our  corres- 
pondent relies  to  support  his  argument  during  the  last  5 
years.  Again  our  correspondent  must  look  forward  with 
hope  to  an  increase  In  the  business  of  pure  bookkeeping 
that  is  likely  to  arise  out  of  what  may  be  termed  the 
general  distrust  created  by  the  dishonesty  of  clerks  and  others 
placed  in  a  position  of  trust  and  confidence.  Look  at  the 
instances  that  continually  occur  of  old  and  valued  servants 
embezzling  the  money  of  their  employers  for  years,  and 
trading  all  that  time  on  their  character,  or  what  there  is  of 
it.  This  state  of  affairs  cannot  go  on  for  ever,  and  what  is 
there  to  prevent  all  these  large  establishments  from  hand- 
ing over  their  bookkeeping  department  entirely  to  some 
chartered  accountant,  letting  him  take  the  management  of 
the  whole  branch  and  be  responsible  for  it.  Some  such 
arrangement  as  this  appears  to  be  very  likely  in  many  cases 
if  the  commercial  morality  of  the  present  day  does  not 
improve.  Again,  with  regard  to  the  examinations  and  the 
number  of  successful  candidates,  this  is,  by  no  means,  a 
sign  of  degeneracy.  Competition  has  been  the  cause  of 
of  man's  development  in  every  branch  of  science  and  art,  as 
well  as  commerce,  and  there  is  no  reason  to  suppose  that  it 
will  debase  the  profession  of  the  accountant  or  run  counter 
to  all  past  experience.  It  may  make  it  harder  to  get  a 
living  in  it,  so  it  does  in  every  walk  of  life,  but  so  long  as  a 
man  is  industrious  and  makes  use  of  his  opportunities  he 
will  always  succeed,  provided  ho  bring  energy  to  supplement 
his  ability.  We  therefore  by  no  means  concur  in  the 
despairing  tone  of  "  chartered  accountant's  *'  letter,  but 
presume  to  quote  for  his  benefit  a  verse  of  Longfellow : — 

Let  us  then  be  up  and  doing, 

With  a  heart  for  any  fate. 

Still  achieving,  still  pursuing, 

Learn  to  labour  and  to  wait. 
And  it  is  in  no  spirit  of  irreverence  that  we  close  these  few 
remarks  addresssed  not  only  to  our  correspondent  but  to 
students  present,  and  to  come,  by  saying  look  to  the  future 
with  hope,  and  as  regards  the  destiny  of  your  profession 
**  Be  not  faithleBS  but  believing." 


Ketters  to  t\ft  i&b^ar. 


COST  BOOK  SYSTEM. 

To  the  Editor  of  the  Accountants*  Students*  Journal 

Sir, — A  correspondent  in  your  issue  of  July  lait  asls  L: 
some  information  on  the  above  subject. 

If  he  will  refer  to  "  Practical  Bookkeeping "  by  P.  W. 
Carter,  pages  66  to  74,  no  doubt  he  will  find  what  le  in- 
quires. 

I  may  mention  that  the  work  referred  to  is  a  zncat  *  :• 
mirable  one,  but  as  many  of  the  syBtems  exp>l&t£i 
therein  are  adapted  to  the  Scotch  system  of  keeping  I^;-- 
and  other  accounts,  it  is  hardly  adapted  to  the  En^^ 
student,  but  it  is  sueh  a  work  we  want — and  I  hc^  ^  ^' 
one  published  shortly  adapted  to  English  GonimerciflJ  ^^ 
Judicial  Accounting. 

Mr.  Astrup  Cariss  promises  us  one  in  liia  woik  on  boci- 
keeping.    Let  us  hope  soon  to  see  it. 

Your  obedient  servant, 

CALCULARIT^ 

London,  18th  August,  1884. 

(We  hear  that  Mr.  Astrup  Cariss  has  some  time  ^-  - 
gone  away  and  left  no  address. — Ed.  Accountants'  S'^^- '  ' 
Journal.) 


THE  EXAMINATIONS. 

To  the  Editor  of  the  Accountants*  StudeiUs*  Jout%&^ 

Sib, — From  the  figures  you  give  in  the  leading  ardr:^ : 
your  August  number  it  appears  that,  since  the  exajur?' 
under  the  provisions  of  the  Chgirter  was  held,  there  h&- 1 
a  steady  and  constant  increase  in  the  number  of  cani. . 
imtil,  at  the  recent  June  examinations  there  ^^-ere   &-^  :i 
as  one  hundred  and  fifty  four,  of  whom  one    hondre '.  x 
seven,  or  nearly  seventy  per  cent,  were  saccessful.    7 
fact,  serious  enough  in  itself,  becomes  additionally  so  ^. 
looked  at  in  the  light  of  the  interesting   report    e* 
Inspector-General  in  Bankruptcy  which  you  print  iz 
same  issue.    It  is  there   stated  that    while    the    zrt'- 
annual  number  of  insolvencies  under  the  Bankrup:^ 
1869,  during  the  last  five  years  has  been  10,149,  the  Zi,"    - 
number  under  the  new  act  is  only  at  the  rate  of  abo>it  ' 
per  annum.    Moreover,  in  nearly  all  these  cases  thv  «. . 
management  of  the  estate  is  completely  taken  ouw  •': 
hands  of  the  accountant,    and   entrusted    to    an    cr 
receiver ;  and  out  of  even  this  diminished  nomber  c4  - 
vent  estates  considerably  more  than  half  are  now  ^' 
wound  up  by  the  official  receivers  ;  for  while  ther^  - 
only  739    operative     receiving    orders   during   the    : 
months  ending  81st  March,  1884,  476  estates  were  anl:f  r> 
be  summarily  administered.    The  Inspector-GeDe;:&J 
endeavours  to  show  that  the  expenses    of  admiitis-rr 
have  been  very  much  reduced  under  the  new  act,  aai  ^' 
the  marvellous  falling  ofi  in  the  number  ol 
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by  no  means  explained  by  a  corresponding  increase  in  the 
number  of  private  arrangements.  The  case  of  the  Manches- 
ter Trade  Protection  Society  is  cited  to  prove  this,  and  it  is 
alleged  that  whereas  in  the  first  four  months  of  last  year  its 
representatives  attended  meetings  in  101  estates,  during  the 
same  period  of  the  present  year  they  have  only  attended 
meetings  in  39  estates,  including  both  those  administered 
under  Uie  act  and  private  arrangements.  These  facts  are 
simply  startling  :  on  the  one  hand  we  have  an  immense 
falling  off  in  our  bankruptcy  work — formerly  one  of  the 
most  remunerative  and  important  branches  of  the  profession — 
and  on  the  other  hand  we  have  a  continual  and  growing 
increase  in  the  number  of  accountants.  That  is  to  say,  the 
field  of  our  labours  is  being  most  seriously  narrowed,  whilst 
the  number  of  labourers  is  being  largely  and  rapidly 
augumented. 

The  Council  do  not  appear  to  be  fully  alive  to  the  signifi- 
cance of  these  facts,  for  they  have  recently  decided  with 
great  complacency  that  accountancy  and  auctioneering  are 
incompatible — which,  by  the  way,  seems  somewhat  ques- 
tionable— and  the  result  of  their  decision  will  be  to  still 
further  restrict  the  scope  of  our  professional  duties.    And  in 
addition  to  this,  they  have  been  disinterestedly  occupying 
themselves  in  making  it  as  easy  as  possible  for  the  rising 
generation  to  rush  Into  the  beneficent  arms  of  the  Institute, 
by  striking  four  subjects  from  the  Intermediate  Examina- 
tion, and  by  exchanging  the  abstruse  legal  treatises  which 
they  recommended  to  earlier  candidates  for  short  and  lucid 
epitomes]of  the  law — a  thorough  knowledge  of  which  can  be 
acquired  with  facility.    It  seems  not  improbable,  unless 
something  is  done  either  to  enlarge  the  sphere  of  our  avoca- 
tions or  to  limit  the  number  of  those  who  are  desirous  of 
becoming  accountants,  or  both,  that  accountancy  will  soon 
be  as  crowded  as  the  rest  of  the  professions ;  and  that  those 
who  imagine  it  to  be  a  veritable  gold  mine,  instead  of  making 
the  expected  fortune  will  have  considerable  difficulty  in 
making  a  decent  living. 

X  am,  &C.J 


CHARTERED  ACCOUNTANT. 


August  22,  1884. 


INSTITUTE  EXAMINATIONS. 

The  following  correspondence  has  appeared  in  the  Account- 
ant on  the  above  subject. 

To  the  Editor  of   The  Accountant. 

Sib, — I  should  like  to  say  a  few  words  in  regard  to  the 
candidates  who  fail  in  the  Preliminary  Examinations  of  the 
Institute.  Most,  if  not  all  of  them,  are  in  accountants' 
offices  before  they  present  themselves  for  examination,  and 
in  some  cases  the  employers  are  good  enough  to  let  the 
candidates  read  up  for  their  examination  in  office  hours. 
NTow  if  the  candidate  fails,  the  employer  does  not  like  to 
refuse  to  grant  him  the  time  he  used  to,  so  he  allows  it  to 
hiin  again,  though,  perhaps,  unwillingly.  Does  not  this 
seem  to  you  to  be  an  absolute  weuste  of  the  candidate's  and 
amployer's  time. 

Kow,  I  would  suggest  that  if  a  candidate  fails  he  be 
examined  in  the  following  examination  in  the  subjects  only  I 


in  which  he  failed,  paying  the  fee  as  usual.  In  this  way 
the  candidate  would  not  require  time  to  read  at  the  office, 
and  he  would  be  able  to  learn  something  about  the  business 
which  he  is  anxious  to  leam.  I  hope  this  may  have 
immediate  attention  from  the  Institute,  so  that  the  candi- 
dates who  failed  in  the  June  examination  may  not  waste 
their  time  in  reading  up  the  subjects  in  which  they  have 
already  passed. — Yours  truly, 

Z. 


Sir. — I  cordially  endorse  the  suggestion  contained  in  the 
letter  of  your  correspondent  *'  z  '*  in  last  week's  issue  of  The 
Accountant,  1  think  that  the  suggestion,  to  allow  an  unsuc- 
cessful candidate  to  have  credit  for  the  subjects  in  which  he 
has  been  successful  would  not  only  be  an  act  of  justice  to 
the  candidate  himself,  but  also  to  his  employers,  as  savmg 
the  time  of  both.  It  would  be  still  better  if  the  candidate 
were  precluded  from  being  articled  until  he  had  passed  his 
preliminary  examination,  as,  under  those  circumstances,  he 
could  be  prepared  for  it  at  the  school  where  he  was  being 
educated.  1  believe  this  is  the  rule  in  all  the  law  examina- 
tions, and  I  think  it  would  work  well,  and  be  a  great  saving 
of  time  if  it  were  introduced  into  our  own  system,  and 
adopted  by  the  Council. 

Yours  &c., 

JUVENIS. 
London,  8th  August. 


THE   INSTITUTE   OF   CHARTERED   ACCOUNTANTS 
IN  ENGLAND  AND  WALES. 


At  a  special  meeting  of  the  CouncU  held  at  the  offices  of 
the  Institute,  3,  Copthall  Buildings,  London,  E.C.,  on  the 
6th  August,  there  were  present  Mr.  F.  Whinney,  President, 
(in  the  chair),  Messrs.  J.  W.  Barber,  J.  Bcddow,  J.  C.  Bolton, 
E.  Carter,  W.  Cash,  A.  W.  Chalmers,  W.  Edmonds,  W.  N. 
Fisher,  J.  G.  Griffiths,'  E.  Guthrie,  F.  Nicholls,  T.  G. 
Shuttleworth,  and  F.  Tendron. 

A  letter  was  read  from  Mr.  Thomas  Hayes  Sheen,  F.C.A., 
21,  North  John  Street,  Liverpool,  who  had  commenced 
business  as  an  auctioneer,  tendering  resignation  of  his  mem- 
bership, which  was  accepted  by  the  Council. 

The  following  applicants  were  admitted  as  Associates 
under  Section  14  of  the  Charter. 

Hardcastle,  Basil  William,  76,  Coleman  Street,  E.O 

HiBST,  James  Rhodes,  61  and  52,  Castle  Gate,  Newark. 

At  the  ordinary  meeting  held  at  the  conclusion  of  the 

above,  there  were  present  the  above  members,  snd  Messrs. 

J.  Bath,  G.  A.  Cape,  G.  B.  Monkhouse,  S.  L.  Piice,  J.  H. 

TiUy,  W.  H.  Watson. 

The  following  applicants  were  admitted  Associates. 

Addiksell,   William    Abthub,    15,   Bennett's   Hill, 

Birmingham. 
Fox,  Ohables  James,  76,  Coleman  Street,  E.Ct 
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BiDSDAiiSi  Geobge  Robebt,  14,  Imperial  Chambers, 
A,  Golmore  Row,  Birmingham. 

Shephebd,  James,  Bank  Buildings,  Baoup. 

Thobne,  Thomas  Fbedxbick,  80  and  31,  St.  Swithin's 
Lane,  E.G. 

Wilkinson,  John,  16,  Bennett's  Hill,  Birmingham. 
CoiiLis,  Alfbed,  clerk  to  F.  Lucas,  Son,  &  Co.,  20. 

Great  Marlborough  Street,  W. 
Hall,  Joseph,  clerk  to  Tasker  &  Shuttleworth,  Wham- 

cliffe  Chambers,  Bank  Street,  Sheffield. 
Hopps,  John  Alfbed,  clerk  to  E.  P.  Steeds,  A.C.A.,ao, 

Friar  Lane,  Liecester. 
Page,  Fbedebick  Palmeb,  clerk  to  T.  Westerby,  9, 

Queen  Street,  Huddersfield. 

BozEA,  Abthub  Jessintoub,  clerk  to  A.  Lass,  F.C.A., 
SO,  Gracechurch  Street,  E.C. 

A  letter  was  read  from  Mr.  B.  A.  Smithson,  tendering  the 
resignation  of  Mr.  Charles  Edward  Bolton,  F.C.A.,  2,  Park 
Bow,  Leeds,  which  was  accepted  by  the  Council. 

A  letter  was  read  from  Mr.  William  Shaw,  F.C.A.,  2,  Clegg 
Street,  Oldham,  tendering  resignation  of  his  membership 
on  his  commencing  business  as  auctioneer,  which  was 
accepted  by  the  Council. 

A  letter  was  read  from  Mr.  Ernest  Bolls  Sharpe,  A.C.A., 
119  and  120,  London  Wall,  E.C,  tendering  resignation  of 
his  membership  on  his  retirement  from  the  profession, 
which  was  accepted  by  the  Council. 

A  letter  was  read  from  T.  Bowden,  Hon.  Sec.  of  the 
Northern  Institute  of  Chartered  Accountants,  enclosing  a 
copy  of  the  following  resolution  passed  by  the  Council  of 
that  Institute. 

**That  the  Council  congratulate  the  Council  of  the 
Institute  upon  their  decision  that  the  business  of  auctioneer 
is  not  cognate  to  that  of  chartered  accountant,  believing 
that  such  decision  tends  to  raise  the  status  of  the  pro- 
fession." 

The  draft  rules  and  regulations  of  the  Accoiuitants' 
Benevolent  Association,  drawn  up  by  the  Accountants' 
Benevolent  Association  Committee,  were  considered  and 
agreed  to,  and  the  Conmiittee  were  instructed  to  consider 
what  further  steps  should  be  taken  in  order  to  form  the 
Association. 


MANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 
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At  a  meeting  of  the  Members  of  this  Society,  held  in  the 
Old  Town  Hall.  King-street,  Manchester,  with  Adam  Murray, 
Esq.,  F.C.A.,  in  the  chair,  the  Honorary  Secretary,  Mr.  A. 


E.  Plggott,  read  the  minutes  of  the  last  meeting  wliich 
were  declai^sd  correctly  recorded. 

The  President  called  upon  Mr.  GharlesT.  Tallent  Batemic, 
solicitor,  to  deliver  his  lecture  on  "The  Law  and  Pnctici 
of  Executorship  and  Administrations." 

Mr.  Bateman  first  congratulated  the  memben  botho&tlM 
formation  of  their  society  and  upon  the  baginess  d 
accountancy  being  raised  to  the  raxik  of  apioiessi(a,iiad 
said  that  tne  old  idea  of  rivalry  was  dying  oat,a!idtiiat 
accountants  had  enough  to  do  without  enoroaohingontba 
lawyers'  duties,  and  trusted  that  the  two  professioni  togete 
would  go  hand*in-hand.  The  lecturer  then  commenced  ^ 
lecture  as  follows : — 

One  of  the  most  responsible  business  duties  thathll  (otk 
lot  of  anv  man  is  that  of   administering  the  estate  i 
a  deceased  person.    The  peculiar  difficulty  which  belong  U 
this  duty  is  owing  to  the  fact  that  the  trustee  or  bAwim 
trator  has  not  the  advantage  of  the  personal  directioos  ^ 
explanations  of  the  party  whose  wishes  he  is  supposed  to  ik 
carrying  out.    If  a  banfampt's  or  liquidating  debtor's  mk 
is  being  wound  up,  the  trustee  or  receiver  has  the  crediua 
to  consult  as  to  their  wishes,  and  the  debtor  himBelito  &^^ 
to  for  information  and  explanation ;  and  he  has,  besides,  u 
Court  itself  to  appeal  toon  short  notice  for  guidance  ai: 
protection.    In  the  case  of  a  settlement,  it  almost  inwi^y 
happens  that  the  trustee  has  the  opportunity  of  obtainq 
help  from  one  or  other  of  the  original  parties  to  thedeei 
and  he  always  has  well  and  accurately  and  exphci^^ 
pressed  clauses,  either  actually  or  constructively  casmii 
m  the  settlement,  to  refer  to,  when  desirous  of  ImoTisi  i^ 
wishes  of  the  setUor.    But,  in  the  case  of  a  will  or  ioteaa^! 
the  executor  or  administrator  is  left  very  much  to  )sii^ 
devices  or  those  of  his  inseparable  solicitor.    And,  v^. 
a  will  is  prepared  by  an  incompetent  lajrman  (wbsu^ 
settlement  must  be  prepared  by  a  duly  qualified  sft'^.; 
and  as  many  a  will  prepared  by  a  solicitor  is  intpeik. 
(viewing  it  from  the  position  of  the  estate)  owing  to  thi^ 
perfect  nature  of  the  instructions  given  by  the  testti:* 
even  the  assistance  of  a  legal  adviser  does  not  essiR^ 
a  satisfactory  performance  of  the  trust.   Another  comp^ 
between  the  will  and  the  settlement  to  the  disadvantig:  ^ 
the  will  is  that  the  property  comprised  in  the  Bettles&\'- 
particularly  described  and  defined;  whereas  propertf^ 
a  will  passes,  ordinarily,  by  means  of  a  general  devisee: 
general    bequest ;  and  the  executor  has  not  the  tm^ 
idea,  until  he  looks  into  the  accounts,  what  pronertr^^ 
to  deal  with  ;  and  not  having,  as  in  the  case  of  bankrcf;'.' 
the  aid  of  the  prior  holder  to  guide  him  as  to  the  estei- 
the  assets  to  be  administered,  much  less  as  to  the  haia-^ 
to  be  met. 

I  propose,  however,  in  this  lecture,  to  deal  onlywitli^^ 
points  which  occur  over  and  over  again  in  fp^ 
experience. 

Much  of  the  winding-up  of  a  deceased  person's  est&tf'-^' 
to  the  lot  of  the  public  accountant  from  the  time  vha!^'^ 
called  upon,  immediately  after  the  death,  to  ascertunt:'- 
the  deceased  trader's  books  the  amount  of  capital  ^  - 
business,  the  amount  of  profits  due  to  the  testator  u*- 
share  of  the   current  liabilities;    the  amount  of  c^*^ 
standing  to  his  credit  in  the  bank--duly  apportioning  t^ 
which  the  deceased  was  absolutely  entitled,  and  that  <- 
belongs  to  some  special  account  (for  instance,  trust  accr^ 
From  these   early  stages  of  the  proceedings  down  to  - 
preparation    of    the    distribution  account — that  p*^ 
occasion,  when  all  the  children,  sons-in-law,  nephe*^  '- 
nieces,  and  grandchildren  are   assembled  to  rec«i^  ^ 
shares  actuallv  ascertained  to  be  due  to  th^m  after  pay^' 
of  the  funeral  expenses,  testamentary  expenses,  deb:^- 
administration  expenses ;  after  the  lawyer,  and  ^'^- j 
accountant   have   received  their   modest  aUowa&cCf  ^ 
(perhaps)  grateful  acknowledgment. 
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Without  further  introduction,  I  will  at  once  plunge  into 
the  practical  working  of  an  administration  either  under  a 
will  or  an  intestacy. 

First,  with  regard  to  a  will. 

The  first  duty  of  an  executor,  on  discovering  the  will,  is  to 
search  thoroughly  among  his  testator's  papers,  and  parti- 
cularly in  the  locality  where  the  will  was  found,  for  any 
accompanying  testamentary  document,  either  in  the  shape 
of  a  codicil  or  incidental  direction.  How  often  have  hopes 
which  have  been  raised  by  a  will  been  dashed  to  the  ground 
on  production  of  a  codicil — found,  it  may  be,  many  months 
after  the  will  itself  has  been  proved,  and  when,  perchance, 
the  expectant  legatee  has  presumed  upon  his  legacy,  and 
ventured  out  where  otherwise  he  would  have  had  to  re- 
trench. 

The  next  duty  of  an  executor  is  to  see  who  are  his  co- 
executors,  and  whether  any  one  of  them  is  a  solicitor,  and  by 
the  will  auUforised  to  act  as  law  adviser  to  the  trust.  If  the 
latter  is  the  case,  the  will  should,  unless  there  is  very  good 
reason  to  the  contrary,  be  handed  to  the  solicitor-executor, 
so  that  he  can  fully  consider  the  will,  and  take  the  necessary 
steps  to  prove  it  and  act  upon  the  trust.  In  case  there  is  no 
solicitor-executor,  authorised  to  act  as  law  adviser,  the 
acting  executor  must  then  consult  his  co-executors  as  to  the 
choice  of  a  solicitor  to  act  for  them  all.  It  is,  of  course, 
advisable  in  the  interests  of  the  estate  that  one  solicitor 
should  be  agreed  upon  to  act  for  all,  as  otherwise,  if  each 
executor  prove  separately,  and  has  his  separate  solicitor, 
much  needless  expense  is  incurred. 

We  now  come  to  the  consideration  of  the  duties  of  an 
executor ;  and,  in  order  to  distinctly  understand  these  duties 
and  their  consequent  liabilities  and  privileges,  we  must  deal 
generally  (but  only  very  briefly)  witn  the  subject  of  "  The 
office  of  an  executor." 

To  fully  understand  the  subject,  we  may  divide  it,  as  an 
old  law  writer  has  divided  it,  into  three  heads : — 

(1)  The  being  of  an  executor. 

(2)  His  having. 

(3)  His  doing. 

By  the  first  head  we  understand  the  rules  relating  to  the 
:;reation  and  constitution  of  an  executor ;  by  the  second, 
tiis  interest,  possession,  property  and  rights  *,  and,  by  the 
iKird,  his  mode  of  managing  and  executing  the  duties  of  his 
>ffice. 

The  last  is,  of  course,  the  principal  subject  of  this  lecture ; 
but,  in  order  to  logically  lead  to  a  proper  consideration  of 
^his,  we  must  deal  slightly  with  the  second  head,  and  very 
slightly  with  the  first. 

It  is  scarcely  within  the  scope  of  our  purpose  to-night  to 
leal  with  the  many  questions,  as  to  who  can  and  who  can 
lot  be  an  executor,  either  general  or  limited,  or  the  executor 
»f  any  particular  will.  We  must  assume  that  the  will,  the 
rusts  of  which  we  are  called  upon  to  administer,  is  provided 
yith  a  duly  appointed  general  executor. 

The  duty  of  an  executor  is,  as  his  own  name  demonstrates, 
o  execute,  or  carr^  out,  the  wishes  of  the  testator,  as 
iicpressed  in  the  will,  and  it  is  necessary  that  he  should 
:now  at  once,  in  order  to  carry  out  those  wishes,  over  what 
iroperty  the  wishes  extend,  or,  in  other  words,  what  is  the 

having  "  of  the  executor  in  question.  At  this  stage  it  will 
.«  best  for  me  to  lay  down  the  first  maxim  necessary  for 
ou  to  remember  in  decidmg  as  to  the  rights  and  the  duties 
f  an  executor. 

The  will  speaks  from  the  date  of  the  death.  The  law 
ith  respect  to  this  was  not  always  so ;  but  for  the  purpose 
t  this  lecture  I  need  not  go  back  into  the  old  law,  which  is 
sry  seldom  called  into  operation,  and  then,  of  course,  only 
1.  cases  of  ancient  wills.    The  will,  dating  from  the  date  of 


the  death,  and  not  from  the  date  of  the  will  itself,  it  follows 
that  whatever  property  was  acquired  by  the  testator  after 
the  date  of  his  will,  and  still  belonged  to  him  at  the  time  of 
his  death,  will  pass  by  tiie  will  in  the  same  way  as  if  it 
belonged  to  the  testator  at  the  date  of  the  will.  I  cannot  too 
forciblv  impress  this  rule  of  law  upon  you,  as  its  disregard  is 
so  liable  to  lead  an  executor  and  his  advisors  into  endless 
mistakes. 

The  next  maxim  which  I  wish  you  to  remember  may  be 
well  stated  at  the  present  stage:  The  authority  of  the 
executor  commences  not  from  the  date  of  the  probate,  but 
from  the  date  of  the  testator's  death.  This  forms,  as  I  state 
hereafter,  a  great  point  of  distinction  between  an  executor 
and  an  administrator.  An  executor  may  direct  and  do  many 
acts  before  he  proves  the  will,  but  an  administrator  may  do 
nothing  until  letters  of  administration  are  issued. 

Another  •important  rule  to  be  borne  in  mind  is,  that  "  All 
personal  estate  [that  is,  ever^hing  except  real  estate]  vests 
in  the  executor,  unless  speciallv  excepted."  This  rule  is  of 
importance,  as  we  shall  see  later  on,  when  dealing  with 
pecuniary  and  other  legatees.  Therefore,  all  demands  of 
the  testator's  creditors  are  personally  against  the  executori 
and  not  against  any  legatee. 

It  is  well  that  the  executor  should  know  at  the  outset  that 
he  is  not  entitled  to  any  remuneration  for  his  own  personal 
trouble  or  loss  of  time,  unless  expressly  allowed  m  the  will. 
While  mentioning  this,  it  is  interesting  to  observe  that  it  was 
on  account  of  this  disadvantage  that  the  law  formerly  gave 
to  the  executor  the  whole  of  the  undisposed-of  residue-«a 
right  now  conferred  on  the  next-of-kin.  Of  course  an  execu- 
tor may  decline  the  office ;  but  it  must  be  dearly  understood 
that  this  power  ceases  as  soon  as  he  has  taken  any  step  in 
the  way  of  executing  the  trusts  of  the  will,  or  intermcdlled 
with  the  estate.  This  leads  me  to  deal  at  once  with  one  of 
the  most  important  matters,  so  far  as  a  layman  is  concerned, 
connected  with  the  management  of  a  deceased  person's 
estate. 

The  law  is  very  clear  and  emphatic  on  this  point :  that  if 
any  person,  whether  an  intended  administrator  or  not,  inter- 
meddles with  the  deceased  person's  property,  in  however 
small  a  de^pree,  such  a  person  at  once  becomes  responsible 
to  the  creditors  of  tne  estate,  of  course  to  a  limited  extent, 
which  it  is  not  necessary  here  exactly  to  define.  If  this 
person  is  an  executor  under  the  will,  and  he  afterwards 

S roves  the  will,  he  is  quite  safe,  for  his  title  dates  back  to  the 
eath ;  but  if  he  does  not  hold  such  a  capacity,  the  conse- 
quences are  very  serious.  Such  a  person  is  known  as  "  an 
executor  de  son  tort"  One  of  the  old  authorities  (Lord  Dyer) 
has  stated  that  milking  the  cows  (even  by  the  widow  of  the 
deceased),  or  taking  a  dog,  will  constitute  an  executor  de 
son  torty  as  also  the  taking  a  Bible  or  a  bedstead,  the  killing 
of  cattle,  or  the  use  or  giving  away  or  sale  of  any  of  the 
deceased's  goods,  however  trifling,  even  to  satisfy  his  own 
debt  or  legacy.  And  it  has  been  held  that  the  wife  of  the 
deceased  ^came  an  executrix  de  son  tort  bv  taking  more 
apparel  than  she  was  entitled  to.  It  can,  therefore,  be  readily 
understood  that  if  a  man  demands  any  of  the  debts  of  the 
deceased,  or  even  receives  them,  he  will  become  an  executor 
de  son  tort.  And  it  is  important  to  know  that  it  is  possible 
for  a  man  to  be  constituted  an  executor  de  son  tort  by  the 
acts  of  his  servant,  il  he  has  in  any  way  ratified  them,  or 
not  repudiated  them. 

Before  I  go  further  I  will,  in  order  to  show  you  the  import- 
ance of  this  subject,  impress  upon  you  the  terms  of  the  in- 
variable rule.  The  executor  de  son  tort  has  all  the  liabilities 
without  any  of  the  privileges  of  an  executor  or  administra- 
tor. As  the  general  rule  is  that  intermeddling  by  a  stranger 
creates  an  executorship  de  son  tort,  I  had  better,  rather  than 
quote  instances  of  the  rule,  give  instances  of  exception. 

A  stranger  may  perform  certain  friendly,  kind,  or  charit- 
able acts,  without  incurring  the  hazard  of  leing  involved  in 
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such  an  executorship ;  acts  such  as,  for  instance,  locking  up 
the  goods  for  preservation,  directing  the  funeral  in  the 
manner  suitable  to  the  estate  \vhich  is  left,  and  defraying 
the  expenses  of  such  funeral  himself  or  out  of  the  deceased's 
effects,  making  an  inventory  of  the  deceased's  property, 
feeding  his  cattle,  repairing  his  house,  or  providing  necessaries 
for  his  children. 

I  have,  however,  dealt  sufficiently  with  this  subject  to  put 
you  on  your  guard  when  approaching  this  dangerous  quarter. 

In  order  to  complete  an  executor's  title  the  will  must  be 
proved ;  and,  in  oraer  to  give  an  administrator  any  title, 
letters  of  administration  must  bo  granted  by  the  Probate 
Court. 

I  need  not,  I  think,  in  this  lecture,  do  more  than  state 
that  fact,  as  I  scarcely  think  it  within  the  scope  of  our  pre- 
sent purpose  to  deal  with  proceedings  in  the  Probate  Court, 
but  it  will  be  useful  for  me  to  explain  the  terms  you  must 
often  meet  with,  "  administration  with  the  will  annexed," 
and  **  administration  de  bonis  rum."  The  former  authority 
is  granted  in  cases  where  no  executor  is  appointed  by  the 
Will,  or  where  the  only  executor  is  dead.  The  latter  authority 
is  conferred  where  assets  are  left  unadministered  by  a 
deceased  prior  administrator.  It  often  happens  that  the 
Court  is  called  upon  to  appoint  an  **  administrator  de  botiis 
non  with  the  will  annexed,"  who  combines  both  the  special 
representations.  I  would  here  point  out  the  important  rule 
that,  like  a  trusteeship,  an  executorship  vests  in  the  sur- 
vivor, and  further  that  on  the  death  of  all  the  executors,  the 
representation  of  the  testator's  estate  falls  upon  the  executor 
of  the  last  surviving  executor,  if  the  last-mentioned  leaves 
a  will. 

With  regard  to  administrators,  however,  the  representa- 
tion dies  absolutely  with  the  administrator,  who  is  not 
empowered  to  transmit  his  interest. 

Before  I  proceed  further  I  should  like  to  point  out  one  im- 
portant incident  often  arising  under  a  will,  viz.,  where  a 
creditor  appoints  his  debtor  a  sole  executor.  In  law,  the 
debt  is  absolutely  extinguished  :  but  in  equity  (and  this  rule, 
of  course,  since  the  Judicature  Act,  prevails  over  the  rule  of 
law)  provides  certain  remedies  for  legatees  and  general 
creditors  to  prevent  the  hardship  or  wrong  occasioned  by 
this  rule ;  but  yet  you  must  take  it  as  a  general  rule  that  as 
between  a  testator's  estate  and  the  executor,  the  executor  is 
released  from  his  liability. 

The  occasional  incident  of  a  debtor  appointing  his  creditor 
an  executor,  I  will  deal  with  when  considering  the  actual 
administration. 

Now  with  regard  to  the  "  having  "  of  an  executor  or  ad- 
ministrator. 

Executors  have,  by  virtue  of  an  old  statute  passed  in 
Elizabeth's  reign,  a  power  to  sell,  not  only  the  personal 
estate,  but  also  the  real  estate  for  payment  of  debts,  even 
where  there  is  no  expressed  power  given  by  the  will.  With 
this,  perhaps  'the  only  exception,  you  may  take  it  that  an 
executor  or  administrator's  interest  extends  only  to  personal 
property  (including,  of  course,  leasehold  estate),  and  not  to 
irjehold  or  customary  freehold  estates.  A  familiar  instance 
of  the  strange  effect  of  this  rule  is  the  case  of  a  mortgagee 
in  fee.  After  his  death,  the  legal  estate,  the  lani,  may  go 
to  one  party  (the  heir,  for  instance),  whereas  the  mortgage 
debt  itfe'eif  passes  to  another  (an  administrator,  for  instance), 
though  recent  legislation  has  given  the  latter  party  consider- 
able powers  over  the  law  itself. 

The  rules  as  to  the  executor's  limited  rights  over  heirlooms, 
fixtures,  and  paraphernalia,  are,  perhaps,  too  adstruse  for 
our  present  purpose  ;  but  one  special  subject,  under  the  pre- 
sent hecul  of  the  "  having  "  of  an  executor,  is  that  arising 
under  the  rules  relating  to  ••  donations,  mortis  causa,"  a  few 
notes  relating  to  which  rather  difficult,  though  important, 
branch  of  law  and  practice  may  not  be  out  of  place.    The 


law  relating  to  these  gifts  dates  from  the  Roman  Civil  L»w. 
and  forms  a  distinct  branch  of  study.  As  the  name  imp^:^:. 
the  donation  is  a  gift  made  during  life  in  view  of  death,  sh-^ 
to  render  it  valid  against  the  executor  or  admimstnter, .: 
must  have  the  following  three  attributes : — 

(1)  It  must  bo  with  a  view  to  the  donor's  death. 

(2)  It  must  be  made  to  take  effect  only  by  the  death  of  th 
donor  by  his  existing  disorder. 

(3)  There  must  be  a  delivery  of  the  subject  of  the  cj::tt>' 
tion. 

An  executor  or  administrator  has,  of  course,  arighttcHK. 
to  distrain,  to  sell,  and  to  exercise  generally  the  hcht*  x 
ownership  and  possession  *,  and  I  need  not  further  ^z:'- 
larige  his  ordinary  rights,  which  are  almost  identical  v,± 
those  of  the  testator  or  intestate  himself.  There  are.  b:-> 
ever,  several  causes  of  action  which  the  latter  may  r..< 
and  which  die  with  him,  and  do  not,  therefore,  flkccnze  u .'. 
execator  or  administrator — for  example,  personal  &(tic:<. 
such  as  for  slander,  libel,  breach  of  promise,  compem^us 
for  personal  injury,  &c. 

It  is  useful  to  know  that,  whereas  ordinary  trustees  es: 
not,  as  a  rule,  act  disjointly,  but  must  combine  in  caiF. : 
out  the  duties  of  their  office,  even  in  the  comparativi'lj  «^  - 
matter  of  signing  a  receipt,  any  executor  may  exercia^  ^  :- 
most  of  the  powers  belonging  to  his  office,  and  may.  ^  F^' 
ticular,  give  a  good  discharge  for  money  paid  to  him  fo:  l 
trust  estate. 

Now  with  regajrd  to  the  '*  doing  **  of  an  execctof  r. 
administrator. 

The  duties  of  an  executor  or  administrator — ^bejoc-^"  ^' 
relating  to  the  probate  or  letters  of  administration-^.  -^ 
classified  under  the  following  head : — 

I.  The  funeral. 

II.  The  inventory. 

III.  The  debts. 

IV.  The  legacies. 

y.  The  Government  duties  and  accounts. 
VI.  The  distribution. 

I.  With  re&rard  to  the  funeral,  I  need  only  sav,  i: 
purpose  of  this  lecture,  that  no  more  should  be  ex^-- 
than  is  necessary,  in  view  of  the  station  in  life  ?i  - 
deceased,  and,  more  particularly,  the  solvency  of  the  e^:^ 

II.  An  executor  or  administrator  is  bound  to  make  i  ^^ 
and  perfect  inventory  (for  the  purpose  of  the  Ecclesi^  - 
or  Probate  authorities)  of  '*  all  the  goods,  chattels.  ''^ 
merchandises,  as  well  movable  as  not  moveable  whacK' 
that  were  of  the  said  person  so  deceased.*'     [Stan--  - 
Hen.  VIII.,  c.  5,  8.  4.]     But  the  present  practice  is  to  ^r 
full  particulars  (as  they  are  required  from  time  to  ti:^' 
rules  of  Court)  to  the  Commissioners  of  Inland  Revenr. : 
so  mush  for  the  purpose  of  protecting  the  interests  of  !ki'' 
or  next-of-kin,  as  for  providing  that  the  Government  ^> 
secured  the  amount  of   duties  payable  to   them,    l' 
recent  rules  the  executor  or  administrator  must,  onap: 
for  his  grant,  file  rt  the  Probate  Registry  a  full  geri«> 
ventory  (exhibited  to  an  affidavit)  of  all  thepers«<r. 
perty  of  which   the  deceased  died  possessed,  acu  c 
sundry  other  particulars  as  to  real  estate  andaccumx- 
of  income.    I  now  lay  on  the  table  a  specimen  of  tbt  : 
of  such  inventory  for  reference  by  those  who  may 
already  familiar  with  it.     In  cases  of  small  cstii^  ' 
under  £500  gross)  this  inventory  dispenses  with  Ui  ' 
residuary  account,  an  account  which  1  will  later  n'-'-'" 
iftore  particularly. 

III.  After  collecting  the  effects  of  the  decaa^- 4 
executor  or  administrator  must  proceed  to  pay  the  4 
and  I  will  now  deal  with  the  question  of  i»iority  ci  «^ 
payable  out  of  the  estate. 


i 
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(1.)  Before  any  debt  or  duty  whatsoever,  funeral  expenses 
(properly  limitea  as  to  amonnt)  are  to  be  allowed  out  of  the 
estate.  These  expenses  are  preferred  even  to  a  debt  due  to 
the  Crown. 

(2.)  The  next  disbursement  is  that  for  proving  the  will  or 
taking  out  administration. 

(3.)  The  next  item  is  debts  properly  so  called ;  and,  with 
regard  to  these,  an  executor  or  administrator  must  be  care- 
ful to  observe  the  nature  of  the  various  debts  due  from  the 
estate,  so  that  he  may  observe  proper  preference.  He  is 
bound  to  plead  a  debt  of  a  higher  nature  in  bar  of  an  action 
brought  against  him  for  a  debt  of  inferior  degree.  A  testator 
has  no  power  to  disregard  the  rules  of  law  as  to  the  prece- 
dency of  debts,  by  directing  his  executors  to  make  an  equal 
distribution  of  the  assets  among  all  his  creditors,  of  whatso- 
ever degree.  The  following  you  may  take  as  the  order  in 
which  debts  should  be  paid : — 

(a.)  A  solicitor,  in  consideration  of  his  trouble  and  the 
money  disbursed  for  his  client,  has  a  right  to  be  paid  before 
the  specialty  creditors  of  the  deceased,  who  was  a  plaintiff 
in  a  Chancery  suit  and  a  client  of  this  solicitor. 

fb.)  Debts  due  to  the  Crown  (by  record  or  specialty). 
[The  lecturer  here  explained  the  meaning  of  these  technical 

terms.] 

(c.)  Special  debts  to  be  preferred,  under  the  directions 
of  an  Act  of  Parliament,  e.g.j  debts  for  letters  not  exceeding 
£5  to  the  Post-office,  an  overseer's  official  liability  to  the 
churchwardens,  an  officer's  liability  to  a  friendly  society, 
regimental  debts,  paving  commissioners'  claims  on  the 
treasurer  or  collector,  &c. 

(Under  the  Judicature  Act,  1875,  however,  insolvent 
estates  of  deceased  persons  are  to  be  wound  up  (when  being 
wound  up  by  the  Court)  under  the  rules  prescribed  in  the 
Law  of  Bankruptcy  with  respect  to  the  assets  of  persons 
a,djudged  bankrupt). 

(d.)  Judgments  in  Courts  of  Record. 

(e.)  Recognisances  and  statutes  (merchant  and  staple). 
[The  lecturer  here  explained  these  technical  ancient 
securities.] 

(f.)  Debts  by  special  contract  (as  on  bonds,  covenants, 
md  instruments  under  seal). 

(g.)  Debts  of  simple  contract. 

With  regard  to  the  distinction  and  comparison  between 
specialty  and  simple-contract  debts,  I  might  here  observe 
hat  when  there  is  a  sufficiency  of  assets  for  payment  of 
Icbts  an  executor  maiy  pay  simple-contract  debts,  though 
lot  bearing  interest,  before  specialty-debts  bearing  interest, 
inless  objected  to  by  the  specialty  creditors;  and  the 
cgateos  are  not  at  liberty  to  complain  of  the  order  of  pay- 
iient ;  and  I  would  draw  your  attention  to-  what  is  still 
aoro  important— the  Act  of  32  and  33  Vict.  c.  46  (1869), 
r'hich  practically  abolishes  "  the  distinction  as  to  priority 
f  payment  between  special  and  simple-contract  debts  of  a 
eceased  person,  in  the  administration  of  the  estate  of  every 
erson  who  shall  die  on  and  after  the  1st  Januar}',  1870,  .  .  . 
rovided  always  that  this  Act  shall  not  prejudice  or  aiiSect 
ny  lien-charge  or  other  security  which  any  creditor  may 
old  or  be  entitled  to  the  payment  of  his  debt." 

With  regard  to  rent,  this  ranks  in  the  same  degree  as  a 
ebt  under  seal,  whether  the  rent  be  reserved  by  a  written, 
r  a  verbal  lease. 

Although  the  foregoing  are  the  rules  of  distribution,  the 
xccutor  or  administrator  has  (limited)  power  of  preference, 

1  particular  among  creditors  of  equal  degree,  and  he  may 
ay  one  creditor  who  has  obtained  judgment  against  him  in 
reference  to  any  other  of  equal  degree. 

I  will  now  deal  briefly  with  the  case  I  mentioned  of   a 


creditor  being  appointed  his  debtor's  executor.  Such  an 
executor  has  a  right  of  retainer  of  his  own  debt  in  preference 
to  all  other  creditors  of  equal  degree :  whether  the  debt  is 
due  to  him  beneficially,  or  in  his  capacity  as  trustee  for 
someone  else ;  and  this  applies  whether  he  is  -an  original 
executor  of  his  debtor  or  only  the  representative  executor  of 
his  debtor's  executor. 

IV. — The  next  duty  of  an  executor  is  to  pay  legacies. 

The  general  subject  of  legacies  forms  a  separate  branch  of 
law  and  practice,  and  is  not  within  the  scope  of  this  lecture. 
But  two  or  three  words  with  regard  to  the  abatement  of 
legacies.  Where  estates  are  sufficient  to  answer  the  debts 
and  specific  legacies,  but  not  the  general  legacies,  the  latter 
are  subject  to  an  abatement.  [The  lecturer  here  explained 
the  various  classes  of  legacies.]  This  abatement  ibust  take 
place  among  all  the  general  legatees  in  equal  proportions, 
and  the  executor  has  no  power  to  give  himself  a  preference 
in  regard  to  his  own  legacy,  as  he  has  in  the  instance  of  his 
own  debt. 

It  is  important  to  observe  that  a  residuary  legatee  has  no 
right  to  call  upon  particular  general  legatees  to  abate.  The 
whole  of  the  personal  estate  not  specifically  bequeathed  must 
be  exhausted  before  these  legatees  can  be  obliged  to  con- 
tribute  anything  out  of  their  bequest.  And  again,  in  case 
the  assets,  independently  of  property  specifically  bequeathed, 
is  insufficient  to  pay  debts,  then  of  course  specific  legatees 
must  abate  in  proportion  to  the  value  of  their  individual 
legacies. 

As  the  law  vests  all  personal  property  of  the  testator  in 
the  executor,  and  it  is  his  duty  to  apply  it  according  to  the 
principles  I  have  laid  down,  the  well-known  rule  is  under- 
stood, that  a  legacy  is  not  recoverable  until  the  executor 
has  given  his  assent  to  it. 

V. — Before  an  executor  or  administrator  is  safely  released 
from  his  trust,  there  is  beside  the  residuary  legatee  or  the 
next  of  kin  another  claimant  to  satisfy,  viz.,  the  Crown 
authorities.  I  had  proposed  to  have  dealt  in  considerable 
detail  with  the  matter  of  succession  and  legacy  and  re- 
siduary duty,  but,  learning  from  your  programme  that  you 
are  to  have  a  lecture  on  this  subject  in  particular,  I  have 
abandoned  my  purpose  in  this  regard.  A  few  notes,  how- 
ever, may  be  of  some  value  now. 

A  legacy  (not  under  £20)  of  any  description,  and  even  a 
donation  nwrtis  causa^  whether  the  legacy  is  given  by  way  of 
annuity  or  otherwise,  or  subject  to  contingencies,  is  liable  to 
legacy  duty.  Leaseholds,  however,  are  now  no  longer 
chargeable  with  legacy  duty,  but  with  succession  duty. 
Although  the  legacy  duty  is  actually  payable  by  the  legatee 
or  next  of  kin,  the  executor  or  administrator  is  responsible 
to  Government  for  the  amount ;  and  it  is  therefore  advisable 
that  the  latter  should  deduct  the  legacy  duty  on  settling 
with  the  legatee  or  next-of-kin. 

VI. — Persons  ultimately  entitled  to  the  residues  of  a  testa- 
tor's estate  are  either  fixed  by  the  will  itself,  or  by  certain 
legal  rules  of  distribution.  In  case  the  residuary  legatees 
are  not  mentioned  or  pointed  to,  the  testator  is  said  to  die 
"  intestate  as  to  his  residue,"  and  the  rules  I  am  now  going 
to  state  will  apply  to  his  residuary  property,  just  as 
they  apply  to  the  general  estate  of  an  intestate.  The 
Statute  of  Distribution,  passed  in  the  reign  of  Charles  II., 
provides  the  following  rules  of  distribution  among  next-of- 
kin  : 

Rule  1. — "  One-third  part ...  to  the  wife  of  the  intestate, 
and  all  the  residue  by  equal  portions  to  and  amongst  the 
children  ....  (and  such  persons  as  legally  represent  such 
children,  in  case  any  of  the  said  children  be  then  dead)  other 
than  any  such  child  or  children  (not  being  heir-at-law)  who 
shall  have  any  estate  by  the  settlement  of  the  intestate,  or 
shall  bo  advanced  by  the  intestate,  in  his  lifetime,  by  portion 
or  portions  equal  to  the  share  which  shall,  by  such  distribu- 
tion, be  left  to  the  other  children."  [Section  5.] 
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Bole  2, — **  In  case  there  be  no  children  (nor  any  legal 
representatives  of  them),  then  one  moiety  of  the  estate  to  be 
left  to  the  wife  of  the  intestate,  the  residue  of  the  said  estate 
to  be  distributed  equally  to  every  next -of -kindred  of  the 
intestate  who  are  in  equal  degree  (and  those  who  legally 
represent  them."     [Section  6.] 

Bule  3. — ''That  there  be  no  representatives  admitted 
among  collaterals  of  brothers'  and  sisters'  children  ;  and,  in 
case  tiiere  be  no  wife,  then  all  the  said  estate  to  be  dis- 
tributed equally  to  and  amongst  the  children :  and  in  case 
there  be  no  child,  then  to  the  next-of-kindred  in  equal 
degree  of  or  unto  the  intestate  and  their  legal  representatives 
as  aforesaid."  fSection  7.] 

By  section  8  of  the  same  statute  it  is  enacted,  "  to  the 
end  that  a  due  regard  be  had  to  creditors,  that  no  such 
distribution  of  the  goods  of  any  person  dying  intestate  be 
made  till  within  one  year  be  expired  after  the  intestate's 
death,"  and  security  is  provided  for  in  case  of  an  earlier 
distribution  of  the  whole  or  part  of  the  assets,  and  the 
subsequent  discovery  of  debts. 

I  need  hardly  state  that  on  the  death  of  a  wife  the  hus- 
band is  entitled  not  only  to  the  administration,  but  to  the 
beneficial  enjoyment  of  all  the  personal  property  she  dies 
possessed  of. 

Anything  savouring  of  accounts  must  have  peculiar  interest 
to  my  audience,  and  therefore  the  subject  of  the  residuary 
account  should  not  be  overlooked. 

The  rules  with  regard  to  the  residuary  account  have 
varied  so  often  during  the  last  few  years,  that  it  would  take 
me  a  long  time  to  give  the  regulations  which  affect  the 
various  periods  in  respect  of  which  accounts  are  still  pre- 
pared and  delivered  ;  so  I  will  confine  my  remarks  to  the 
accounts  for  estates  which  affect  persons  dying  after 
June  1, 1881. 

[The  lecturer  then  produced  the  forms  of  account  issued 
by  the  Inland  Bevenue  authorities,  and  fully  explained  the 
practice  in  relation  thereto,  and  as  to  paying  duty  and  extra 
duty.] 

While  on  the  subject  of  the  distribution  I  must  impress 
upon  you  one  important  point  which  should  never  be  over- 
looked. It  is  an  old-established  principle  of  law,  that  an 
executor  or  administrator  is  always  liable  to  unpaid  credi- 
tors, so  long  as  he  cannot  prove  that  all  the  assets  have  not 
been  exhausted  in  payment  of  debts  ;  further,  that  if  any 
executed  or  administrator  parts  with  his  property  to  a 
legatee  or  next-of-kin,  without  taking  proper  security,  he 
has  no  remedy  against  such  legatee  or  next-of-kin,  if  after 
payment  it  is  discovered  that  some  debts  have  not  been  dis- 
charged. This  rule  naturally  works  hardship  on  trustees, 
but  their  liability  can  be  reduced  to  a  minimum  by  their 
taking  advantage  of  the  Trustee  Belief  Act — which  provides 
that  after  an  advertisement  in  proper  form  has  been 
inserted  in  the  necessary  newspapers,  calling  upon  creditors 
to  send  in  their  claims  before  a  certain  date,  the  trustee 
may,  after  that  date,  proceed  to  the  distribution  of  the 
estate  without  being  personally  liable  to  the  creditor,  who 
omits  to  send  in  notice  of  his  claim.  It  does  not,  however, 
follow  that  the  creditor  necessarily  loses  his  money  ;  since 
his  remedy  against  the  assets  themselves  is  not  lost,  and 
{subject,  of  course,  to  the  statute  of  limitations)  he  may 
follow  such  assets  in  the  hands  of  beneficiaries  who  have 
received  their  shares  in  ignorance  of  his  claim. 

In  conclusion,  I  would  refer  to  the  power  of  an  executor 
or  administrator  to  benefit  professional  men,  especially 
members  of  your  profession.  Generally  speaking,  an 
executor  who  has  proved  a  will,  or  a  person  taking  out 
letters  of  administration,  cannot  renounce  or  even  delegate 
his  duty ;  but  must  collect  the  estate  himself. 

However,  an  executor  is  justified  in  having  recourse  to  an  | 


agenb,  to  collect  the  assets,  in  cases  where  tiie  provident 
o>vner  might  well  employ  a  collector;  and  the  exccntot 
will  therefore  be  allowed  the  expenses  so  incnned,  in  hii 
accounts.  Accordingly  where  a  testator  even  giya 
annuities  to  his  executors  for  their  trouble  in  the  execotiGn 
of  his  will,  and  died  possessed  of  several  hons^  let  at 
weekly  rents,  it  was  held  that  the  executors  were  justified 
in  paying  a  person  to  collect  the  rents,  and  yet  did  not  lose 
their  annuities.  So,  on  one  occasion  it  was  held  tiiat  from 
the  nature  of  the  accounts  the  executor  was  justified  in 
employing  an  accountant,  and  that  the  expenses  ooghttobe 
allowed  to  the  executor.  I  need  hardly  say  that  in  trusts  cf 
any  magnitude,  or  of  any  length  of  duration,  it  is  nsatl  &nc 
quite  proper  to  employ  a  public  accountant  to  settle  the 
accounts  ;  and  I  hope  that  when  it  is  the  duty  of  any  c! 
you  to  prepare  such  account,  or  to  assist  in  the  distribatici 
of  an  estate,  the  few  notes  that  I  have  given  you  of  tb« 
*'  Law  and  Practice  of  Executorships  and  AdministratiQiis.' 
may  be  found  to  have  been  of  a  little  service  to  joa. 

At  the  conclusion  Mr.  Trevor  rose  to  proiKwe  a  vote  of 
thanks  to  Mr.  Bate  man,  saying  that  he  did  so  with  ^es: 
pleasure,  both  on  account  of  the  interesting  lecture  and  aiao 
owing  to  Mr.  Bateman  being  a  member  of  the  legal  praSes- 
sion.  He  said  the  subject  was  admirably  adapted  to  accocfiV 
ants'  clerks,  as  it  not  unfrequently  happened  that  they  voe 
selected  to  perform  the  duties  of  executors;  aaapeismos 
making  his  will  naturally  chose  as  his  executor  one  yooofer 
than  himself,  and  having  some  knowledge  of  law.  Mr.  T.  R 
Brooks  seconded  the  proposition. 

Mr.  Murray  supported  the  resolution,  and  made  srztt 
remarks  reviewing  the  lecture,  and  after  giving  some  ite» 
of  information  expressed  the  pleasure  he  had  had  in  bs^* 
ing  to  Mr.  Bateman's  valuable  address. 


The  motion  being  put  to  the  meeting  woe  eotiied  ^ace 
mously  amidst  applause. 

Mr.  Bateman  in  reply  thanked  the  members  for  iLi- 
expressions  of  pleasure,  and  said  that  he  would  wiUingir.  ti 
some  future  time,  prepare  another  paper.  He  reph«dt: 
questions  that  had  been  mooted,  and,  in  oonclosion,  szMTJti 
that  he  could  speak  of  the  value  of  Student's  Societies  fr^r: 
experience,  as  he  himself  owed  much  to  his  connection  ^1± 
the  Manchester  Law  Students*  Society  to  which  be  w^ 
honorary  secretary  for  a  long  period;  he  urged  upon  C 
the  members  to  be  regular  in  attendance,  to  take  part  s 
all  the  debates,  and  to  aid  each  other  in  carrying  oa£  ibi 
objects  of  the  Society. 

The  meeting  was  next  engaged  with  Torioas  mattr? 
connected  with  the  working  of  the  society,  after  wi..^ 
the  proceedings  terminated. 


GENERAL   REPORT    BY   THE    ACTING   COMF 
TROLLER  IN  BANKRUPTCY, 

Fob  thb  Yeab  XNDma  Slsr  DtcEMBME,  1883u 


To  the  Secretary  of  the  Board  of  Trade. 

SiB, — ^Having  been  appointed  by  the  Board  of  Trw 
imder  Section  153  of  the  Bankruptcy  Act,  1883,  to  peif -^^ 
the  remaining  duties  of  the  office  of  the  Comptiolicr  - 
Bankruptcy,  under  the  Act  of  1869,  I  have  now  to  sab:^ 
the  following  Report  as  to  the  proceedings  donn^  the  ft* 
1883.  It  will,  of  course,  be  understood  that  I  have  -' 
nothing  to  do  with  these  proceedings  in  the  course  c^  S" 
year  itself ;  the  changes  arising  oat  of  the  Bankzoptcy  1-^ 
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1883,  in  conneotion  ivith  the  Comptroller's  Office  having 
only  taken  effect  from  the  begimiing  of  the  present  year. 
In  making  up  the  following  Report,  I  am  simply  availing 
myself  of  the  information  in  the  Comptroller's  Office,  which 
is  now  amalgamated  with  that  of  the  Inspector  General  of 
Bankruptcy,  appointed  under  the  Act  of  1883. 

For  some  ^ears  past  the  number  of  failures  has  been 
steadily  diminishing,  and  in  1883    there  was   a   further 
decrease  as  compared  with  the  previous  year,  the  number  in 
1682  haying  been  9,040  and  the  number  in  1883  being  only 
8,555.    It  is  to  be  observed,  however,  that  the  diminution  is 
almost  exclusively  in  liquidations  and  compositions,  the 
former  having  diminished  from  4,679  to  4,571,  and  the  latter 
from  3,866  to  2,938,  while  bankruptcies   have   increased 
from  995  to  1,046.    Mr.  Parkvns,  the  late  Comptroller,  had 
frequently  to  observe  that  there  was  less  variation  in  the 
number  of  bankruptcies  under  the  Act  of  1869,  from  year  to 
year,  than  there  was  in  the  number  of  liquidations  and  com- 
positions, and  the  experience  of  the  past  year  would  appear 
fully  to  confirm  his  ooeervation.    During  the  latter  months 
of  1883  there  was  some  increase  in  the  number  of  petitions 
for  liquidation  or  composition,  which  was  apparently  due  to 
the  anticipation  by  debtors  of  the  severity  of  the  Act  of  1883, 
and  probably  throughout  the  whole  year  the  same  feeling 
prevailed  among  insolvent  debtors  to  some  extent.    It  may 
be  considered,  therefore,  that  but  for  the  anticipated  com- 
mencement of  the  Act  of  1883  the  reduction  in  failures 
would  have  been  even  larger  than  it  is. 

Now  that  the  Act  of  1869  has  come  to  an  end,  as  far  as 
lew  cases  are  concerned,  it  becomes  interesting  to  notice 
he  great  fluctuations  in  the  number  of  failures  from  period 
o  period.  The  following  Table  gives  the  number  of  failures 
or  each  year,  beginning  with  1870,  when  the  Act  of  1869 
ame  into  operation. 

Statement  of  the  number  of  Bankruptcies,  Liquidations, 
nd  Compositions  under  the  Act  of  1869,  in  each  year  from 
870  to  1883,  inclusive. 


1. 

i. 

8. 

4. 

Total 

5. 

Total 

Bnkiptcies. 

LiqdiioBB. 

TEAB8. 

Bank- 

liiqnida* 

Compoci- 

Liqdations. 

rnptcies. 

tions. 

tions. 

and 

CmpstionB. 

Colurans 

and 
Cmpetions. 

Columns 

a  and  3. 

land  4. 

1870 

1,351 

2,035 

1,616 

3,651 

5,002 

1871 

1,238 

2,872 

2,170 

5,042 

6,280 

1872 

933 

3,694 

2,208 

5,902 

6,835 

1873 

915 

4,152 

2,422 

6.574 

7.489 

1874 

930 

4,440 

2,549 

6,989 

7,919 

L875 

965 

4,233 

2,691 

6,924 

7,889 

876 

976 

4,986 

3,287 

8,273 

9,249 

877 

967 

5,239 

3,327 

8,566 

9,533 

878 

1,084 

6,856 

4,010 

10,366 

11,450 

879 

1,156 

7,167 

4,809 

11,976 

13,132 

880 

995 

5,546 

3,757 

9,303 

10,298 

881 

1,005 

5,216 

3,506 

8,722 

9,727 

882 

995 

4,679 

3,367 

8,046 

9,041 

883 

1,046 

4,571 

2,938 

7,609 

8,555 

Vom  this  it  would  appear,  that  while  the  total  failures 
3  from  a  minimum  of  5,000  in  1870  to  a  maximum  of 
ler  OTer  13,000  in  1879,  there  has  since  been  a  rapid 
line  in  the  number,  until  last  year  the  total  was  only,  as 
been  stated,  8,555,  that  total  being  also  rather  more 
a  "n'ould  have  been  recorded  but  for  exceptional  circum- 
ices.  Admitting  that  the  number  in  1870  was  excep- 
ally  small,  owing  to  special  circumstances,  it  may  be  con- 
red  that,  according  to  the  experience  of  the  Act  of  1869, 
fluctuation  in  failures  was  from  about  6,000  to  7,000  in 


minimum  years  to  from  10,000  to  13,000  in  maximum  years. 
The  fluctuation  in  bankruptcies  therefore  is  much  greater 
than  the  ordinary  fluctuations  in  trade.  While  the  total 
Returns  of  trade,  whether  we  take  production,  or  imports  or 
exports,  or  railway  traffic,  as  a  test,  vary  only  by  small  per- 
centages in  different  years,  the  variation  in  failures,  com- 
paring the  maximum  with  the  minimum,  is  as  much  as  100 
per  cent.  To  fSk  certain  extent,  therefore,  the  number  of 
failures  would  appear  to  be  a  better  test  of  the  state  of 
credit  at  different  times  than  other  trade  returns.  For  some 
reason  or  other  the  extremes  as  regards  fedlures  are  more 
marked;  and  that  reason  appears  to  be,  that  while  the 
difference  between  depression  and  prosperity  in  trade  is 
really  very  small,  as  far  as  statistics  as  to  uie  amount  of 
production  can  show  the  difference,  yet  this  is  not  so  with 
failures  themselves,  which  are  not  exactly  proportioned  to 
the  variations  in  depression  and  prosperity,  but  occur  most 
largely  in  the  bad  times,  immediately  following  a  great 
inflation,  and  not  nearly  so  much  at  other  times.  Similar 
appearances  have  been  observed  in  other  statistics  of 
failures,  and  the  fact  of  this  great  fluctuation,  owing  to 
natural  causes,  has  of  course  to  be  allowed  for  in  all  dis- 
cussions as  to  the  working  of  Bankruptcy  Acts ;  the  falling 
off,  which  is  merely  due  to  the  ordinary  fluctuation  in  the 
matter,  ought  not  to  be  ascribed  to  the  effect  of  new  legisla- 
tion ;  nor  should  an  increase,  which  is  merely  due  in  like 
manner  to  the  ordinary  fluctuation,  be  ascribed  to  newly- 
discovered  defects  in  the  working  of  the  Acts  relating  to 
bankruptcy  themselves.  The  ordinary  fluctuations  should 
always  oe  allowed  for. 

Although  the  number  of  cases  in  1883  fell  off  as  compared 
with  1882,  the  total  amounts  of  liabilities  and  assets 
involved,  rather  increased.  In  bankruptcies  the  increase  in 
liabilities  is  from  £3,367,000  in  1882  to  £4,321,000  in  1883 ; 
in  liquidations,  by  arrangement,  from  £10,936,000  to 
£13,039.000 ;  and  notwithstcmding  a  decrease  in  liabilities 
in  cases  of  compositions  with  creditors,  from  £4,804,000  to 
£3,908,000,  there  is  an  increase  in  the  total  liabilities  from 
£19,108,000  to  £21,268,000.  The  increase  of  assete  altogether, 
on  the  other  hand,  is  from  £5,493,000  to  £5,987,000.  This 
increase  in  the  total  amounts  of  liabilities  and  assets,  while 
the  number  of  cases  has  diminished,  would  appear  to  be 
largely  due  to  one  or  two  bankruptcies  and  liquidations 
which  arose  out  of  petitions  presented  very  late  in  1883,  and 
presumably  in  anticipation  of  the  commencement  of  the 
Act  of  that  year.  The  following  Table  shows  the  number 
of  cases,  and  the  amount  of  estimated  liabilities  and  assets 
in  each  of  the  last  five  years,  putting  bankruptcies,  liquida- 
tions, and  compositions  together.  The  increase  in  liabilities 
and  assets  between  1880  and  1883,  along  with  a  steady 
diminution  in  the  number  of  cases,  is  very  noticeable. 

Statement  of  the  Number  of  Failures,  and  Gross  Amount 
of  Estimated  Liabilities  and  Assets  in  each  of  the  last  Five 
Years.  Summarised  from  Table  XI.  in  the  Appendix,  and 
from  similar  Tables  in  previous  Reports. 


No.  of  Cases. 

Gross  Amount  of 

YEARS. 

LiabUities. 

Assets. 

1879 
1880 
1881 
1882 
1883 

13,132 

10,298 

9,727 

9,041 

8,655 

£. 

29,678,193 
16,188,636 
17,679,345 
19.108,060 
21,208,151 

£. 

10,193,617 
4,701,504 
4,890,898 
5,492,919 
5,987,544 

The  following  Table  brings  out  more  clearly  the  increaft  in 
the  average  liabilities  and  average  assets  of  each  estate  since 
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1880.  It  is  only  in  compositions,  it  will  be  observed,  that 
there  is  a  decrease  in  1883,  as  compared  with  iaS2,  while 
there  is  an  increase  in  all  cases  comparing  1883  with 
1880. 

Statement  showing  the  Average  Amount  per  Case  of 
Liabilities  and  Assets  in  Bankruptcies,  Liquidations,  and 
Compositions  in  each  of  the  last  Five  Years.  (Compiled 
from  preceding  Table.) 


Years. 

Bankniptcies. 

Liqaidation.s  by 
Arrangement 

Compositions. 

Average 
iabUities. 

• 

Average 
Value  of 
EsUtes. 

Average 
i  labilities. 

Average 
Value  of 
Estates. 

Average 

liabilities. 

Average 
Value  of 
Estates. 

1879 

1880.... 
1881.... 
1HH2.... 
1888. . . . 

£. 
8,719 
2,747 
2,715 
8,881 
4,181 

£. 
494 
886 
818 
403 
442 

£. 
2,510 
1,080 
2,042 
2,837 
2,853 

£. 
1,020 
601 
686 
836 
992 

£. 
1,537 
1,101 
1,227 
1,427 
1.380 

£. 
481 
273 
283 
851 
&S7 

The  Tables  in  the  Appendix  are  precisely  in  the  form  of 
similar  Tables  in  previous  years,  and  exhibit  the  working  of 
the  Act,  as  far  as  oankruptcies  are  concerned,  in  a  similar 
manner.  For  the  purposes  of  statistical  reference,  these 
Tables  for  a  long  time  to  come  will  undoubtedly  be  very 
useful,  and  I  have  especially  to  refer  to  Table  8,  which 
shows  the  results  m  bankruptcy  as  to  estates  closed  during 
the  year.  Now  that  it  has  been  possible  to  obtain  some 
information  as  to  the  results  in  liquidations  under  the  Act  of 
1869,  these  figures  become  still  more  useful  for  comparison, 
and  the  two  together  will  be  available  for  comparison  with 
the  results  under  the  new  Act,  as  well  as  with  the  records 
that  are  left  of  the  results  under  Acts  prior  to  that  of  1869. 
It  would  be  premature,  however,  to  enter  into  a  full  discus- 
sion of  comparative  results,  which  has  been  carried  as  far  as 
it  can  properly  be  carried  at  the  present  time  in  the  First 
Report  of  the  Inspector  General  in  Bankruptcy,  already  in 
your  hands.  Having  analysed,  however,  the  particulars  of 
the  law  costs  in  about  6i50  bankruptcy  oases,  which  are 
dealt  with  in  Table  8,  where  the  returns  enable  me  to  do 
BO,  I  have  been  able  to  draw  up  the  following  Summary, 
showing  the  per-centage  of  these  law  costs  to  the  net  assete, 
according  to  the  size  of  the  different  estates.  From  this  it 
would  appear  that  the  law  costs  exceed  20  per  cent,  of  the 
assets  in  cases  where  the  average  assets  are  not  more  than 
£700,  and  that  along  with  a  reduction  of  the  average  assets 
per  caee,  the  jper-centage  of  these  law  costs  to  the  net  assets 
increases  until  in  estates  where  the  average  assets  are  a 
little  over  £100.  the  per-centage  of  the  law  costs  is  90  per 
cent,  and  upwards.  In  far  more  than  half  the  cases  also  the 
proportion  of  the  law  costs  exceeds  50  per  cent.  The  follow- 
ing is  the  Table : — 

Statement  showing  the  Per-centage  of  the  Law  Costs  to 
the  Total  Assets  in  667  Cases  closed  in  Bankruptcy  in  1883  ; 
distinguishing  the  number  of  Cases  at  the  different  Bates  of 
Per-centage,  and  the  Average  Amount  of  the  Assets  in  each 
Class  of  Cases. 


Nznbr. 

of 
Cases. 

ASSETS. 

PER  CENTAGES. 

Total. 

Average  per 

Case. 

£. 

s. 

d. 

£.     R.    d. 

Not  exceeding    •     10  per  cent. . 

11 

86,955 

5 

10 

3,359    11      5 

Excdng  10  and  not  90        »     . . 

51 

118,013 

15 

6 

2,313    19    11 

»      90         ,1      80        „     .. 

60 

41,937 

15 

7 

698    19      3 

H      80         ,1      40         „     .. 

61 

81,951 

— 

6 

528    15      9 

,1      40         ,1      60         1,     .. 

64 

80,006 

4 

7 

468    16    11 

,1      60         „      60         ,1     .. 

59 

12,008 

1 

— 

208     8    10 

II      60         „      70         .,     .. 

77 

17,468 

19 

8 

226    16      1 

It      70         „      80         „     .. 

80 

11,817 

13 

— 

147    14      6 

II      80         „      90         II     •  • 

90 

16,067 

11 

7 

178     8      4 

I,      90  per  cent,  ft  above   . . 

114 

12  842 

15 

6 

108      6      5 

have  to  suggest,  in  connection  with  the  administration 
oi  the  Act,  the  desirability,  at  an  early  date,  of  making 


special  arrangements  for  enforcing  the  winding-up  of  back- 
ruptcy  proceedings  under  the  Act  of  1869.  It  would  appe  •: 
from  statistics  which  have  been  laid  before  you,  that  ^trt 
is  now  a  large  number  of  old  bankruptcies  in  which  ac 
further  proceedings  can  be  taken,  owing  to  the  death  or  cis- 
appearance  of  the  trustees,  and  the  unwillingnes.^  oc 
indifference  of  creditors.  As  the  Act  of  1869  requires  th: 
there  should  be  a  formal  closing  of  these  proceeding;  ly 
order  of  the  Court,  the  result  is,  that  many  cases  of  'r^-^i- 
ruptcy  are  nominally  on  the  Comptroller's  books,  slih:>;:r 
to  all  intents  and  purposes  they  are  practically  close!  It 
would  be  very  desirable  to  relieve  the  Department  of  a  g.vJ 
deal  of  the  mechanical  work  which  is  thus  ca£t  upon  it  &!l 
thus  set  it  free  for  the  performance  of  duties  under  Uie  Ctt 
Act  in  the  Department  of  the  Inspector  General. 

I  have,  &c. 

(signed)         R.  GIFFE>' 
Board  of  Trade, 

27  June  1884. 


APPENDIX. 


Table  1. 


BANKRUPTCY. 


Proceedings  before  Adjudication  of  Bankruptej. 


London 

Bankruptcy 

Court. 

Coanty         y,. 

ConrtB. 

1 

Debtors'  sommons  issaed 

2,020 

lAW       ,     u- 

Deolarationi  of  inabflity  filed  by 
debtors 

80 

1 
144                 1*^ 

Petitions  for  odjadiofttions  filed. . 

841 

919              1  '* 

Table  2. 


Adjudications. 


Iiondon 
Bankruptcy 
Court. 

County 
Courta. 

♦  . 

1       ^ 

__^^__^__ 

No.  of  dbtrs.  adjudicated  bnkrpt. . 
On  debtor's  sttmnions 

ao2 

80 

78 
41 

915 
119 

190 
183 

On  declaxation  of  inabtlitv   

On  petitions  for  liquidation,  and 

failure  of  prcdngs  thereunder. . 

On  other  aota  of  bankruptcy 

Total  Adjudications 

846 

TOO 

Traders 

199 
147 

531 
1» 

Non-traders 

Si6 

*»» 
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Table  3. 


Proceedings  at  First  Meetings  of  Creditors  to  appoint 
Trustees  and  Committees  of  Inspection. 


London 

Bankruptcy 

Court 

County 
Courts. 

Total. 

'rastees  aroointed   with    Com- 
mittees of  Inanection 

386 

a 

468 

158 

758 

'rastees  appointed  without  Com- 
mittees of  Inspeotion 

160 

'otal  tnutees  app*nted  by  crdtors 
rustees  not  being  appointed  (Sect- 
ion 81) :  Bankruptcies  carried  on 
by  Registrars  as  Trustees 

07 

6 
14 

621 

18 
90 

918 

18 
81 

Total  Meetings 

816 

654 

970 

Table  4. 


Discharges. 


liondon 

Bankruptcy 

Court. 

County 
Courts. 

Total. 

ischarges  granted  where  10s.  in  the  £.  had 
or  mifht  hare  been  paid 

•       • 
66 

0 
9S 

Q 

ischarges  on  reslntion  of  creditors,  where 
dividend  of  less  than  10s.  in  the  4,  paid . . 

147 

Total  Discharges  Granted 

Suspended 

66 

101 

156 

Wf4ibeld 

Total  Applications  for  Discharges. . 

66 

101 

166 

Table  5. 
Bankruptcies  dealt  with  during  the  Year. 


London 

Bankruptcy 

Court. 

County 
Courts. 

London 

Bankruptcy 

Court. 

County 
Courts. 

Total. 

Pending  1st  Jan.  1883. 
Adjudicated  in  1888.. 
Sbstrot  tmsfers  from. 

816  ' 
S 

700 
88 

1,634 
877 

1,960 
660 

8,604 

Add,  transf en  to  ... . 

844 
88 

667 
9 

1,046 

2J0OI 

9,649 

4,660 

Annnlled  on  aoeeptani 

scheme  of  sel 

H       byreaaonofi] 

appointed(8e 

,}       on  appeal 

„       for  <^erreai 

Pnoeediags  stayed    . 

Total  An 

Closed  after  payment  < 

„      without  diride 

AnnuUed,  Proceeding! 
during  the  Ye) 

Be  of  composition  or 
^tlement 

80 

14 

1 

17 

48 

90 
1 

14 
96 

89 

lo  trstee  haTingbeen 
ction84)     

84 

• 

s 

Mmi  

81 

96 

nulled,  Ac  

of  dividend     

ad      

71 

60 

170 

104 
801 
886 

175 
864 
606 

\  Stayed,  and    closed 
sr  

801 
1,700 

748 
1,906 

1,044 
8,606 

881     

9,001 

9,649 

4,660 

Table  6. 
Bankrupts*  Liabilities  and  Assets. 


London 

Bankruptcy 

Court. 

County 
Courts. 

TotaL 

LUbiUties  as  stated 
by  bnkrupts,  or  where 
no  statements  of  aftrs 
filed,  as  estimated  by 
trustees 

£.        B.    d. 
9,866^96  ~    - 

£.        s.    d. 
1,964,686 

£.        s.    d. 
4381,919 

Assets  as  estimated  by 
Trustees £• 

188,989 

978.141  ~    - 

469098-    - 

Table  7. 


Summary  of  Receipts  and  Payments  by  Trustees. 


lance  under  control  of  trus- 
ocs  on  81st  Dec.  1889 


lance  in  Bank  of  England  on 
1st  Dec.  1889 


ceiptR  by  trustees  from  Slst 
>co.  1883  to  81st  Dec.  1888. . . . 

ranees  by  trustees  for  carry- 
ig  on  business,  completing 
:>ntract8,  ftc.  remaining  due 
>  them  on  81st  Dec.  1888 


8,  Payments  to  secured  cred 
oTB  and  extraordinary  outlay 


£,       s.     d. 
916,419       7       1 

91300       8       8 


477.446       9       9 


17.011 


8 


494,457      19       6 
89.114       6      10 


Total £ 

Balance  bvosght  down £•,    999.041     16 


17 


419348 


d. 


986309     10 


649.145      16      11 


Repayments  of  adTnoes  by  trus 
tees,  due  on  the  8l8t  Dec.  1883 

Sundry  payments,  indding  divi- 
dends.  from  81st  Dec.  1883  to 
81st  Dec.  1888 

Balance  under  the  control  of 
trustees  on  Slst  Dec.  1888 

Balance  in  Bank  of  England  on 
Slst  Dec.  1883,  being  undaimd 
dividends  and  unappropriated 
balances  remaining  after  close 
of  bankruptcy   


Total £. 


£.       s.     d. 
15318       8       6 

404390     18       4 


,041     16       9 


649,145     16     11 
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Tablb  8. 
Beiults  of  869  Estates  Closed  during  the  Year. 


TiUbilities.* 

Grots  Beoeiptf. 

Extraordinary 

Payments 
in  carrying  on 

Baainess, 

Completix« 

Contracts,  Ac. 

Payments 

in  fall 

to.  Secured  or 

Preferential 

Creditors. 

1 

Auets. 

OO8T8  0F 

Kmhr 

of 
EsUtei. 

Law  Costs, 

inclnding 

Stamp  Duty. 

Per 
Cent. 

of 
AsseU 

ReoeiTCTt 

Managier,  or 

Tnistee. 

Per 
Cent 

of 

•  864 

5  841 
<;168 

d     1 

£         B.    d. 

1,780,804  15    6 
7154101  13    8 
419,848  18    7 

£         •.    d. 
400,666  10    9 
66,617  11    8 

I         s.    d. 
63,879  19    6 
18,781  19  10 

£         s.    d. 
48,491    3  11 
10,786  16    8 

£         s.    d. 

396,396    8    4 
83,006  14    9 

£         s,    d. 

44,933  13    9 
16,588  19    1 

15-06 
51*51 

£         a.    d. 
86,806    S    > 
9,881    8    8 

1»S1 
8&79 

1 
) 
t 

* 

809 

3,864,949    6    9 

466,384    3    - 

78,661  19    4 

59,337  19    7 

880394    8    1 

61,466  11  10 

18^ 

46,978  10    8 

14-0 

S 

*  The  liahilities  abore  stated  are,  in  the  estates  vrhich  paid  dlridends,  the  amonnt  proved  against  those  estates.   In 
a  Number  of  estates  in  which  a  dividend  was  paid.  5  Mumber  of  estates  in  which  the  w1id« 

d  This  estate  was  dosed  after  oompositioa  or 


Analysis  of  the  above,  showing  the  Average  Assets  and  Costs  of  several  Classes  of  Estates, 


Class. 

Average. 

Sou 

NUMBER    OF    ESTATES  AT 
!.-The  number  given  under  the  several  Headinsa  inclnae  aG  tbi 

Nnmber 
of 

Assets. 

Costs. 

Per 
Cent,  of 
Assets. 

cent,  OI  tne  aenoung  ngure ;  uub,  nnaer  uie  ueBfaiag  » 
from  7*5  to  13*5  of  Assets. 

Estates. 

Undr. 

Si 
p*ont. 

6 

p*cnt. 

10 
p'ont. 

15 
p'ont. 

80 
p'cnt. 

36 
p*cnt. 

80 
p'cnt. 

8S 

p'cnt. 

( 
40 
p'cnt. 

1 

4S  :  sr 

p'  e&t.  j>'  c^ 

1 

168 

188 

80 

54 

49 

84 

88 

11 

88 

18 

81 

16 

19 

18 

11 

15 

11 

A 

1 

8 

1 

•  • 

8 

•  ■ 
1 

Under  460 
£60  to    ieioo 

100  „       160 

160  „       800 

800  „       350 

850  „       800 

800  „       850 

860  „       400 

400  „       500 

500  „       600 

600  „       700 

700  „       800 

800  „     l/WO 

1,000,,     1,300 

1,800  „     1,500 

1,500.,     8,000 

8,000,,     8,000 

8,000  „     4,000 

4,000,,     5,000 

6,000  „     6,000 

6,000,,     7,000 

7,000  „     8,000 

8,000  „     9,000 

9,000  „  10,000 

10,000.,  80,000 

90,000  „  40,000 

40,000  „  80,000 

4  s.    d. 

31  15    0 

71    8    8 

134    9    1 

174  18    1 

885  11    5 
378    4    8 

886  8    6 
870    0    8 
487  18    0 
550  15    5 
687    5    5 
760    1    8 

887  18    8 
1,000    8  11 
1,831  18    5 
1,727    8    6 
3,664    0    8 
8,538    7    7 
4,079  18  11 
5,458    1  11 
6,788    8  10 

•  • 

•  ■ 

18,906"9    4 
48,07o'i9   6 

£   s.    d. 
81  18    8 
63    9  10 
104  14    4 
189  10    8 
153  14    4 
180    9    3 
301    6    6 
354    6    9 
314  17    0 
385  17  10 

880  19    9 

881  5    1 
886  16    8 
881    8    3 
668    4  10 
531  19    8 

796  18  11 
843  15    8 
461    6    1 

797  11    7 
908  18    6 

•  • 

•  • 

l/{66"4    7 
8,968"8  10 

9633 
87*48 
84-14 
79-78 
67-70 
66-05 
61-73 
68-74 
49-06 
51 -90 
58-85 
50-16 
87-98 
80-89 
50-17 
80-33 
38-85 
88-91 
11<06 
14-61 
18-43 

•  • 

•  • 

11'78 
19-16 

i' 

1 

1 

■  • 

•  • 

•  • 

1 

•  • 

•  • 

•  • 

1 

•  • 
■  • 

1 

•  • 
1 

•  ■ 

•  * 

3 
1 

•  • 

8 

1 

■  • 

•  • 

1 

•  • 

•  ■ 

■  • 

1 

•  « 

•  • 

18 

■  • 

•  • 

■  • 

•  • 

8 

•  • 

•  • 

1 

•  • 

1 

•  • 

1 

•  • 

1 

1 

1 

8 

a 

8 

1 

1 
1 

•  • 

•  • 

•  • 

% 

••    1  ,     .' 

1       i     • 

8       i     ] 

a     ?  u 
a      1 

•  «                  *          « 

8        I     .< 

8      1   ; 

•  • 

1      i    ? 

« •            * 

•  •                   w           ^ 

1         i     . 

a 

•  ■ 

e 

•  •                •  •         * 

•  •                 •  • 

•  •                              * 

706 
168 

KoRaceiptf. 
OompodnoDS. 

*  • 

8 

11 

80 

88 

18 

80         81         Mi        m 

1 

869 

TotaL 

Tablb  9. 


Liquidations  by  Arrangement. 


— 

PeUtns. 
filed. 

Resola- 

tions 

Rgstrd. 

Resolu- 
tions for 
Dsohge. 

Oross 

Amonnt 

of  Debta. 

Gross 
Value  of 
Estate. 

Oross  amnt. 

of  Stamp 

Duty. 

London 

Bnkrpty. 

Court. 

Coonty 

Coorta. 

1,711 
7JN7 

614 
8,907 

807 
1,888 

£     sd 

4,646,86900 
8393,55600 

iS    sd 

1311.5160  0 
3,788319  0  0 

£,    s.    d. 

7178    0    0 
30,716  11    7 

Total^ 

Lsfis. 

4,671  1  ajoo 

UMI88J91600 

43843850  0 

S7380  11    7 

Tablb  10. 


Compositions  with  Creditors. 


— 

Resoltions 
Regis- 
tered. 

Qross 

Amount  of 

Debts. 

Oroaa 

Amount  of 

Compoaitlcui. 

of  SMS- 

London 
Bankruptcy 
Court .... 
County 
Courta  .. 

657 
3,881 

£       s.    d. 

1,888,458     0    0 
3374371     8    6 

4       a.    d. 

886485     0    0 
665301      6  11 

£       V 

Totol.^j;^. 

8388 

8308384     8    6 

991386     6  11 

MAf  -± 
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THE  YEAR   ENDING   Sler   DECEMBEB,   leSS.^  Continued  from  lait  isnu.) 


Tablb  8. 


Beinlte  of  869  Estates  Closed  daring  the  Year. 


REALIZATION   AND  DISTRIBUTION. 

Allowed 

to 
BMiknipi. 

Per 

Cent. 

of 

Diridendi 
Deolared. 

Per 
Cent. 

of 
Anete. 

BAlanoei. 

Per 
Cent 

of 
Aieets. 

Anotioneer, 

Aoooantuit, 

fto. 

Per 

Cent. 

of 

ASMtiU 

Inoidentel. 

Per 
Cent. 

of 
Anete. 

TotiJ. 

Per 
Cent. 

of 
AflMte. 

1 
9 
8 
4 

i      •.   d. 
7,091  16    0 
1,779   4    6 

* . 
•  • 

1 

6-68 

•  e 

•  • 

7306  18   1 
9388  16    6 

a  . 
•  • 

9-58 
9*16 

•  • 

•  • 

4     1.    d. 
96,009    8  10 
81496    8    8 

.  • 

89^ 
96-97 

•  e 

£     •.    d. 
9346  17    6 
888    0    8 

• . 

•80 
1-91 

•  • 

•  • 

4      ■.    d. 

198316  19    9 

•  ■ 

66*44 

•  • 

e  • 

•  • 

4     ■.   d. 

1306   9  10 

684   6    6 

•  • 

•47 
1-89 

•  • 

•  • 

5 

8,797   0   0 

9« 

10386  14    6 

8« 

197466  17   6 

88-48 

8388  18    9 

0-99 

198316  19   9 

80-00 

1377    8   8 

•60 

the  other  eeeei,  they  ere  the  emoant  itated  by  bankrupte,  or  roughly  estimated  where  no  gtetemente  hare  been  filed, 
of  the  euete  wu  absorbed  in  ooeti.  e  Namber  M  estates  in  which  no  assets  were  receired. 

had  been  completed,  and  the  costs  do  not  appear  in  the  accoonts. 


with  the  Namber  of  Estates  at  several  Rates  of  Cost,  and  the  Rates  of  Dividend  Paid. 


SEVERAIi  RATES  OP  COflT. 

Estates  in  which  the  per-oentsfe  of  Costs  Is  within  9*8 


'St 


per  Cent.,  are  given  all  Estates  in  which  the  Costs 


1*8  per 
Taned 


66 

p'  cnt. 


1 
9 
I 
9 
4 
1 
1 

•  • 

1 
1 

2 


60 
p'ont 


1 
7 
9 

9 
8 
1 

a  ■ 

8 
1 
8 


9 
1 


66 

p'cnt. 


6 
8 
1 
8 
1 
9 


70 


p*  cnt.  p'  cnt 


4 
4 
9 
9 

4 
9 


18 


97 


90 


1 
1 
1 


76 


8 
6 
6 
4 

4 
1 
1 


80 
p'cnt 


91 


9 

6 
7 
6 

8 
9 

1 

9 


p'cnt 


95 


81 


6 
6 
1 


90 
p'cnt 


p'cnt 


100 
p'cnt 


9 

9 


91 


8 
6 

8 
1 


1 
9 
1 
1 
1 


1 

7 
6 

9 

9 
9 


9 

•  • 

9 


168 
71 
84 
91 
9 
7 
6 
9 
1 
1 
9 
1 


No. 

of 

Estated 


818 


168 

199 

80 

64 

48 

84 

99 

11 

89 

18 

90 

17 

19 

18 

11 

14 

19 

6 

1 

8 

1 


BATES    OF    DIVIDEND 
on  864  Estates,  dosed  as  above. 


9 

i 


706 


Not  exceeding  Is.  in  the  pound     • 
Exceeding  Is.,  and  not  exceeding  9s.  6d. 

9i.  6d.,  and  not  exceeding  6s. 

6s.,  and  not  exceeding  7s.  6d. 

7s.  6d.,  and  not  exceemng  lOs. 

lOs.,  and  not  exceeding  15s. 

Us.,  and  not  exceeding  90k 


It 


n 


At  90s. 


Exceeding  10s.  in  Aie  ponnd  • 
Not  exceeding  10s.  in  the  poond    •• 


No. 


118 
86 
81 
89 
16 
18 
9 
6 


864 


Per  Cent 


89-49 


1079 
4-19 
4-96 
0-66 
1-64 


■<    w 


100 


7*14 
9»86 


100 


dumber  of  Compositions  at  the  following  Rates :— 


cceeding  Is.  in  the  J. . 
f .  1 8.  A  not  excdg.  9b.  6d 
8.  6d.ft  not  exodng.  6s 
s.  A  not  excdg.  7f .  6d. 
n.  6d.  A  not  excdg.  lOs 
Ds.  A  not  excdg.  Us . . 
3n.  A  not  excdg.  90s  . . 


Total 


aizifflte.inthe4.... 
:c4log.  lOs.  inthej  .. 


London 

Bankruptcy 

Court 


184 

997 

190 

49 

86 

8 

8 

6 


667 


91 


County 
Courts. 


881 
791 


949 

180 

86 

9 

9 


Total. 


616 

1,018 

868 


176 
48 
17 
14 


Per  Cent 


17*68 

84*66 

99*90 

10*14 

6*96 

1*46 

•68 

•48 


9381 


9388 


68 

9,gl8 


74 
9364 


100- 


Tabls  11. 


Summary  of  Liabilities  and  Assets  in  Bankruvteles,  Liquidations  by 
Arrangement,  and  ComposiUons  with  Creditors. 


9*69 
97-48 


LIABILITIES. 

ASSETS. 

■  •  •  . 

London 

Bnkrptcy. 

Court. 

County 
Courts. 

Total. 

London 

Bnkrptoy. 

Court 

County 
Courts. 

Total. 

Bnkrptdes. 
Lqdtfons  by 
Arrangmnt. 
Compstiona 
with  crdtrs. 

£. 
9366396 

4346360 

JL 

1364386 

8309,666 

9374371 

4391319 

i83883U 

8308,084 

188389 

I3U3I6 

896,186 

J. 

978441 

9,7993U 
666301 

£, 

46i498 

4384,086 
991386 

Total.. ie. 

8  886388 

19361318  91366.161 

9391388  18366361 

5387344 
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Table  12. 
Betum  made  by  the  Senior  Registrar  of  the  London  Bank- 

raptcj  Court  as  to  Appeals. 
If  amber  of  Appeals  presented  to  the  Court  of  Appeal  in  Chancery  from 

Ist  Jan.  to  aist  Deo.  1883  (both  days  inolasive)    115 

Pending  8l8t  Deo.  1882  12 


127 


Judgments  AfBrmed   S-1 

Reversed 29 

Varied    4 

Appeals  Referred  back 1 

Withdrawn  or  Arranged 80 

Pending  81st  Dec.  1888 .., 29 


It 
»• 


» 
it 


127 


Number  of  Appeals  pressnted  to  the  Ohief  Judge  in  Bankntptey,  bss 

Ist  Jan.  to  8l8t  Dec.  1883  (both  days  indusire) Wt 

Pending  8l8t  Dec.  188S  # s 


Judgments  Affirmed  *. 

„     Reveraed  

,.     Varied    

Appeals  Referred  back 

Arranged  or  Withdrawn 

Pending  Slst  Dec.  1883  . . 


If 


n 


Table  18. 


m 


46 

ar7 
6 

4 

17 
10 


120 


Summary  of  Bills  Taxed  during  the  Tear  1883. 


SoUoitors*  Bills : 
Bankruptcy  (London). 

Ditto        (Country). 

Insolvency 

Liquidation  (L.)    

Ditto         (C.)    


High  Bailiff's  BiUs: 
Bankruptcy  (L.) 

Ditto         (C.) 

Liquidation  (L.) 

Ditto         (C) 


Assignees*  BUls: 

Bankruptcy  (L.). . . 

Ditto         (C.)... 


Auctioneers/  Receiv- 
ers/Ac.,  Bills: 
Bankruptcy  (L.) 

Ditto         (C.) 

Liquidation  (L.) 

Ditto         (C.) 


Trustees*  Bills: 
Bankruptcy  (L.). . 

Ditto  (C.).. 
Liqmdation  (L.). . 

Ditto         (C). . 


Accountants*  Bills : 
Bankruptcy  (L.)    .... 

Ditto  (C.)   .... 

Liquidation  (L.)    .... 

Ditto         (C.)    .... 


Other  Bills: 
Bankruptcy  (L.) 

Ditto  (C.) 

Liquidation  (L.) 

Ditto         (C.) 


Bankruptcy  Act,  1809  . . 

Other  Acts 

Totals 


BANXBTTFrCT  AoT,  1869. 


No. 

of 

BUhi. 


710 
1,288 

•  • 

961 
0,069 


£  8.  d. 
86,782  1  8 
68^20    8    0 

52,128    4*8 
210,278    6    8 


8,498 


•  ■ 


260 

406 

148 

2,487 


2 

258 

102 

1.909 


8 
18 

*SB7 


116 
'aL5 


19,983 
168 


20,066 


Gross 
Amount  of 
Bills. 


1,667  10  10 
4,914  16    2 


0    0 


8379  18  9 

7.611    6  2 

7,207  19  6 

45,490  IS  8 


156  11  1 

11,910  19  0 

24,766    4  7 

87.963  16  0 


158  12    8 
268    9    0 

2,061  16    1 


1.068  19    6 
2,888  18    9 


583,661    7    7 
4,201  18    9 


687*768    6    4 


Btmckoif. 


S    s.    d. 

8.487  14    4 

10,604  12    6 

li^    4*0 
44,072    8    9 


27    6    8 


828    9  2 

881  18  2 

1,890    0  9 

6.432  16  1 


89    7    0 
1,489    9    7 

2^    2  "6 


6  11    4 
87  12    6 

139' 8  10 


201    2    6 
426*15    9 


88,497  18  10 


801    8    1 


Net. 


£    B.    d. 

27,294    6  11 
48,116  15    6 

46,'266    0**8 
196.209  17    6 


1,667  10  10 
4^87  10  11 

296*  0    0 


2,661    0  7 

6,729    7  0 

5,317  18  8 

40,057  17  2 


117    4  1 

10,471    9  5 

24,768    4  7 

85,702  12  7 


168    Oil 
280  16    6 

1,922*6    8 


89,299    111 


862  17   1 
2,466*8    0 


495/)68    8 
8,400  16    8 


496.464    4    6 


No. 

of 

BlUs. 


65 

19 
16 

•  ■ 


48 

7 

•  t 


8 


•  m 


8 


Othxb  Acts. 


158 


Oroas 

Amount  of 
BiUs. 


M    s.  d. 

1,706  11  7 

1,067  12  6 

887  17  4 


f  • 


168    1    1 
11  17  10 


89    8    1 


780  12    6 


■  t  •  • 


68    2  11 


4,201  18    9 


Struck  off. 


£    s.  d. 

285    4  0 

808  17  6 

66  16  0 


Net. 


0  10    0 


1  14    8 


168    S    0 


801    8    1 


iB    B.  d. 

1,468    7  7 

748  15  0 

801    a  4 


Total 


£    s.   i 

an  s  i 

40,^(55   e  ! 

IT  i 


7  I  I 


158    1     1 
11    7  10 

•  ■ 
•             •• 

1.8SIX::: 

7^1»% 

87*8    5 

it  5 

(naio  « 

•  •  • 

•  •  • 

a4«4  •  • 

6,739    T  « 
%^i  1*  • 
40,6n  IT    - 

a3»  •-'■' 

•             • « 
• 

111     4    • 
IMH     i 
24,TBes    4 
85,7W  li  ' 

• 

121^9S»li 

IS    r 
SB  I* 

IW    ^ 

2j9IB 

— — — ~-~ 

•  • 


68        U 

•  •             • . 

*  • 

•  •            •• 

a^aw 

S.400  15    8 

•• 

«l^«H    i 
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NTERMEDIATE    &    FINAL 
EXAMINATIONS. 


The  following  books  have  been  recommended  by  the 
'ouncil  of  the  Institute  for  the  use  of  Candidates  desirous 
f  passing  the  Intbbmediate  and  Final  Examinations  of 

ho  Institute. 


PRINCIPLES    OF  MERCANTILE    LAW, 


BT 


JOSHUA  SLATER. 


Price  7/6  net. 


EPITOIE  OF  THE  U¥  OF  ARBITRATIONS, 


BT 


JOSHUA  SLATER. 


Price  7/6  net. 


GEE  ft  Ck>.,  St.  Btephen'B  Chambers,  Telegraph  Street,  E.O. 


SECOND  EDITION.— A  GREAT  SUCCESS. 


RARGEIEIITS  BETWEEN  DEBTORS  ft  CREDITORS, 

Being  a  colleotion  of  Precedents  by  FRANK  DODD,  of  Gray's  Inn, 
[.,  Barrister-at-Law,  with  Imtrodcctiok  by  HENRY  HOLLAND, 

Priet  $$,  6d, 
GEE  ft  CO.,  St.  Stephen's  Chambers,  Telegraph  Street,  E.C. 


E  CHARTERED  ACCOUNTANTS  EXAMINATION  GUIDE. 

Hudent  s  help  to  Self* Preparation  for  the  iDtermediate  and  Final 

Examinations, 

GEORGE  PEPIiAR  NORTON,  C.A.  (Armitage,  Qongh  ft  Co., 
dersfleld  and  London.)  Pdxe  Winner,  Final  Examination,  Jane,  1888 

work  will  contain:— <1)  aboat  500  questions  on  the  sobjects  set  for 
he  above  examinations,  wiUi  references,  showing  where  to  find  the 
mswers,  and  dealing  ¥dth  all  those  points  requiring  a  Student's 
pccial  attention. 

i  larRc  number  of  suggestions  and  hints  on  important  subjects, 
Pointing  out  to  Students  what  to  study  and  what  to  avoid. 

^anslatins  of  legal  words  and  phrases. 

The  wholo  approved  by  the  various  authors,  whose  works  have 

cen  quoted. 

PrUe  10$.  6d. 

GEE  ft  Co.,  St.  Stephen's  Chambers,  Telegraph  Street,  E.C. 


R.    JOSHUA   SLATER,  Bamster-at-law, 

.  author  of  **  Arbitrations  and  Awards,**  **  Mercantile  Law  ftc.,'* 
>wden-building8,  Temple,  is  now  PREPARING  PUPILS  for  the 
ncdiate  and  Final  Examinations  of  the  Institute  of  Chartered 
lutozits.   Candidates  also  prepared  privately  or  by  correspondence. 


dU  Mr,  BlaUr^i  PupU$  were  eueeeetful  at  Ike  la»t  BxaminaHon, 


EXAMINATION  PAPERS 


or  THB 


INSTITUTE  OF  CHARTERED  ACCOUNTANTS. 


The  Questions  set  at  the  INTERMEDIATE  and  FINAL  EXAMINA« 
TIONS  held  in  June  last  with  the  answers  thereto,  neatly  bound  in 
paper  cover,  58  pages. 

Price  1$.     Poet  Free  U.  Id, 


GEE  ft  CO.,  St.  Stephen's  Chambers,  Telegraph  Street,  E.C. 


DEEDS    OF    ASSiaNMENT. 

MESSRS.  GEE  &  GO.  undertake  the  stamping 
of  these  documents  which,  if  received  by  first  poet,  will  be  i« 
turned  to  the  senders  in  the  course  of  the  same  day. 


GEE    &    CO., 

Legal,  GonmLerGial,  and  Geneial 

PRINTERS, 

/^  EE  &  GO.,  having  an  exclusive  connection 
^^  amongst  Accountants,  have  special  facilities 
of  the  execution  of  all  forms  in  use  amongst  the 
members  of  the  profession. 


STATEMENTS  OF  AFFAIRS. 


NOTICES  OF  MEETINGS. 
CIRCULARS. 


PROSPECTUSES. 


CATALOGUES. 
PAMPHLETS. 
LAW  BOOKS,  &c. 


Executed  with  promptitude  and  despatch. 


St.  Stephen's  Chambers,  Telegraph  Street,  E.C. 


MAGIC  CUBE.     Post  Fbee,  6d. 

ANEW  and  Original  arrangement  of  numbers. 
••Truly  a  marvel  of  ingenuity."— Scitiwr*  Monthlg.  "Rea'ly  a 
marvel,  and  worthy  of  notice.— "  Kiuncieilpr."—**  A  Curiosily."— **  A 
Feat."— Dandle  Advertieer,  ftc.  Apply  to  JAMES  CRAM,  Aooountant, 
Dundee. 
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Ittsttttrt^  d  €h«tltxth  ^ttmntatxts. 


SUBJECTS  FOR  PBELIMINABT  EXAMINATION,  1st,  2nd,  and  3rd  December,  188i 


u^iiMo  ^^  rvofvti.iii4-i^».     flftt  and  2nd  Days— 10  to  12—2  to 
Hours  of  Examination:—  3p^  Day-lO  to  12— 2  to  4. 


.30  to  6. 


\ 

1. — ^Writing  from  dictation. 

2. — ^Writing  a  short  English  composition. 

8. — Arithmetic. 

4. — Algebra,  to  Quadratic  Equations  (inclusive). 


5.— Euclid  (the  first  fonr  books). 
6. — Geography— The  British  Isles,  and  Bnsai 
7.— History  of  England— 1485— 1608. 
8. — Latin  Elementaiy. 


9.— And  in  any  two  of  the  following  subjects,  one  of  which,  at  least,  must  be  a  langua^ge,  to  be  selected  bjtbi 
Candidate  :—(l)  Latin ;  (2)  Greek,  Ancient ;  (3)  French ;  (4)  German ;  (5)  Physics  ;  (6)  Chemistry ;  (7)  Animal  Phywlogy; 
(8)  Electricity,  Magnetism,  Light  and  Heat ;  (9)  Geology ;  (10)  Higher  Mathematics. 

The  following  Books  have  been  selected  for  the  Examination  of  Candidates  In  the  optiontl 
suUects  of  the  Preliminary  Examination,  to  be  held  In  December,  1884:— 


1. —  Latin,    Virgil  Aen.  XII. 

S. — Greek,    Xenophon  Anabasis  II. 
*8. — French,    No  special  book. 
*4. — Oerman,    No  special  book 

6. — Physics,    The  elements  ol  Mechanics, 
Hydrostatics,  and  Pneumatics. 


6. — Chemistry,    The  principal  elements  and  tiidr 

more  important  inorganic  oompoundi. 
7i — Animal  Physiology. 
Q,— Electricity^  Magnetism^  Light  and  Beat. 
9. — Qeology, 


10. — Higher  Mathematics.    Algebra,  Trigonometry  Mid  the  first  six  books  of  Euclid,  or  the  subjects  thered 
Books  Recommended.  —Epochs  of  Modem  History  (Longmans,  1/6).    5.  Magnus's  Mechanics  andHjdno^'t 
(Longmans,  1/6).    Lodge's  Mechanics  (Chambers,  8/-).    6.  Hoscoe's  Lessons  I.  to  XXV.  (Macmillan,  4/6).  7.  H:3ity> 
Physiology  (Macmillan,  4/6).  8.  Balfour  Stewart's  Physics  (Macmillan,  4/6).  10.  Hamblin  Smith's  Algebra  (BiTiai^ 
8/-.)    Todhunter's  Trigonometi^  (Macmillan,  5/-). 

*  The  examination  in  French  and  German  will  consist  of  the  translation  of  easy  passages  from  those  Itngugesis 
English,  questions  in  Grammar,  and  translation  of  single  sentences  from  English  into  French  or  German. 


SUBJECTS  FOR 


INTERMEDUTE  EXAMINATION,  8th,  9th,  10th  December,  1884. 
FINAL    EXAMINATION,    AND    EXAMINATION    EQUIVALENT  TO 
FINAL,  15th,  16th,  and  17th  December,  1881 


Subjects  for 
JntermeduUe 
Examination, 


Hours  of  Examination :— 11  to  1—2.30  to  4.30. 

1.  Book-keeping  and  Accounts. 

2.  Auditing. 

8.  The  adjustment  of  Partnership  and  Executorship  Accounts. 

4.  The  rights  and  duties  of  Liquidators,  Trustees  and  Receivers. 

5.  The  principles  of  the  law  of  Bankruptcy. 

6.  The  principles  of  the  law  relating  to  Joint  Stock  Companies. 

7.  The  principles  of  Mercantile  Law. 

8.  The  principles  of  the  law  of  Arbitrations  and  Awards. 


Fml 
Examinaiii^ 


The  following  Books  on  the  subjects  of  the  Intermediate  and  Final  Examinations  are  recommended  to  Stsdcs 


{ 


Pollock's  Digest  of  the  Law  of  Partnership,  Second  Edition,  (Stevens  &  Sons,  8/6). 

Bingwood  on  the  Principles  of  Bankruptcy,  Third  Edition,  (Stevens  &  Haynes,  10/6). 

Buckley  on  the  Companies'  Acts,  Fourth  Edition,  (Stevens  &  Haynes,  82/-,  or 

Hurrell  and  Hyde  on  the  Law  of  Joint  Stock  Companies,  Clowes  &  Sons,  17/6). 

Slater  on  the  Principles  of  Mercantile  Law,  Gee  &  Co.,  7/6.  ^ 

Slater's  Epitome  of  the  Law  of  Arbitration  and  Awards,  Gee  &  Co.,  7/6. 

Walker's  Compendium  of  the  Law  of  Executors  and  Administrators,  (Stevens  &  Haynes,  21/-). 


Printed  by  Gxi  &  Co.,  St.  Stephen's  Chambers,  Telegraph  Street,  London,  £.0.    Seftembeb  1.  -^ 
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NOTICE. 


There  died  at  Balham,  on  the  17th  instant,  Sam  Mendel, 

Esq.,  a  gentleman  who  in  his  day  wa?,  perhaps  the  greatest 

The   Accountants'    Students*   JouRNAIi  is  jmb-    ot  the  merchant  princes  of  Manchester.     The  district,  of 

T^i.^T  ^    *i.     t  A    X  XT.  a7         •/•  which  that  city  is  the  centre  would  have  heard  of  the  sad 

lisnea  on  the  1st  of  the  7nonth,  price  6s.  per  anninn  i         ^     ..,    .  .   ,      .,  •    ,      , 

^  -^  event  with  true  regret,  for  the  memory  of  the  deceased 

in  advance.     All  communications  should  he  addressed  '  recalls,  and  is  intimately  bound  up  with  the  great  era  of  com- 

to   Gee  it  Co,,  St,  Stephens'  Chambers,  Telegraphl  """""^^  Prosperity  and  proats  in  which  so  many  of  the 

'^     !  collossal  fortunes  of  the  present  day  had  their  origin.    The 
I  gigantic  nature  of  the  business  which  the  deceased  carried  on 
may  be  inferred  from  the  fact  that  in  one  year  he    is 
j  reported  to  have  paid  Income  Tax  on  £300,000. 


Street,  London,  E,C, 
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One  curious  feature  in  connection  with  the  late  Mr. 
Mendel  was  that  he  had  his  private  books  written  up  by  a 
gentleman,  who  in  all  other  respects  was  a  perfect  stranger 
to  his  business.  The  deceased,  doubtless,  was  greatly 
impressed  with  the  importance  of  keeping  his  private 
accounts  entirely  secret  from  his  regular  employes,  and  this 
furnishes  a  good  example  of  the  absolute  silence  which 
accountants  and  their  staffs  are  required  to  observe  with 
regard  to  the  affairs  of  clients.  In  fact,  it  is  mainly,  if  not 
solely,  because  of  tlieir  entire  disinterestedness  that  they  are 
many  times  engaged  in  this  way. 


^ammtants'  Mnhtnts'  Intintal. 

OCTOBEK  1,  1884. 


We  would  like  to  know  how  many  of  our  readers  write 
shorthand  ?    We  were  speaking  the  other  day  to  a  student 
who  has  attained  a  very  fair  degree  of  success    in    his 
I  g^Q^jeg^  g^Q^  jj^  Q^J.  general  conversation  with  him,  he  said 

>  that  one  of  his  most  powerful  helps  he  had  in  his  studies 
The  beginning  of  another  month  brings  the  time  for  the    was  a  good  knowledge  of    shorthand,   but  his  experience 


December  examinations  very  near,  and  we  would  like  to 
remind  students,  who  are  preparing,  to  look  more  carefully 


was  that  out  of  ten  who  commenced  the  study,  not  more 
than  two  on  an  average  gave  the  time  and  patience  needed 


than  ever  to  their  reading  up.  Good  solid  work  from  this  '  to  make  them  fairly  expert.  The  great  advantevge  which  he 
time  forward  should  have  an  appreciable  effect  on  the  said  he  derived  when  attending  lectures  we  well  believed, 
results.  '  indeed  that  is  obvious  to  any  one.    We  would  hope  that 

this  humble  but  useful  aid  to  the  student  will  in  future  be 


Thr  principle  of  Limited  Liability  was  the  subject  of  a  '  better  known  than  at  present, 
discussion  at  the  Social  Science  Congress,  now  being  held  at  ' 


Birmingham,  and  students  who  are  at  all  interested  in  the  '      The  order  and  disposition  clause  of  the  Bankruptcy  Act, 
subject  may  usefully  read  the  report  of  the  meeting.    It  is  |  1883,  has  already  been  the  subject  of  varying  decisions.    One 
not  at  all  improbable  that  the  Companies'  Acts  will,  before    judge  has  held  that  the  clause  in  the  present  Act  has  almost^ 
oiig,  be  consolidated  and  revised,  and  it  is  desirable  that    the  same  effect  as  the  corresponding  clause  in  the  Act  of  1869, 
audents   should  endeavour  to   understand  in   what    way    but  the  better  opinion  seems  to  be  that  this  is  not  so.  To  us  it. 


reform  may  be  effected  with  advantage. 


i 


seems  that  the  alterations  aze  of  the  most  important  kind.  As 
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it  now  stands  the  operation  of  the  clanse  is  extended  to  all 
iMakrapts ;  not  merely  traders  as  in  the  Act  of  1809,  and  it  is 
limited  in  so  far  that  the  goods  must  be  in  the  trade  or  busi- 
ness of  the  banknipt.  Household  furniture  on  hire,  for 
instaaoe,  would  not,  we  imagine,  come  within  the  clause. 


Wx  have  received  a  copy  of  the  Library  Catalogue  of  the 
Manchester  Accountants*  Students*  Society,  and  comparing 
it  with  that  issued  in  March,  1883,  the  great  progress  made 
in  this  highly  useful  direction,  by  the  Manchester  Society  is 
strikingly  apparent.  In  this  matter,  alone,  it  has  given 
substantial  reason  for  the  support  of  the  accountants*  clerks 
of  Manchester. 


Wb  observe,  with  satisfaction,  that  the  Manchester 
students  have  laid  the  foundation  for  a  collection  of  pub- 
lished accounts  of  municipal  corporations,  public  companies, 
and  other  bodies.  We  think  that  in  doing  this  they  are 
acting  very  wisely  indeed,  and  we  hope  that  when  the  next 
issue  of  their  catalogue  appears,  it  will  show  further  pro- 
gress. 


If  we  may  be  allowed  we  would  like  to  suggest  to  the 
librarians  of  all  societies,  that  the  rule  as  to  a  member  not 
being  able  to  borrow  more  than  one  book  at  a  time  should 
not  be  rigidly  enforced  in  regard  to  members  preparing  for 
examinations.  We  think  it  would  be  to  the  interest  of  the 
societies  to  give  all  facilities  to  such  members  to  pass' the 
examinations  with  credit.  The  grievance,  we  feel  sure,  only 
needs  to  be  brought  before  the  committees  of  the  various 
societies  in  order  to  be  recognised  and  removed. 


Wx  have  before  had  to  comment  on  the  public  spirit  that 
characterises  the  Manchester  Accountants  Students*  Society, 
and  to  hold  it  up  as  an  example  of  what  the  Americans 
would  call  **  Qoaheadiveness.'*  The  memorandum  of  a 
scheme  which  we  publish  elsewhere,  is  another  instance  of 
its  desire  to  promote  amongst  the  rising  members  of  the 
profession  a  spirit  of  emulation,  the  result  of  which  cannot 
be  too  highly  commended.  The  scheme  consists  of  award- 
ing three  prises  to  those  students  of  the  Society,  who  have 
taken  the  highest  prizes  in  the  sessional  examinations, 
which  take  place  at  Owen's  College,  in  connection  with  the 
law  classes  held  during  the  winter  months  in  Manchester. 
The  scheme  appears  very  fair  and  reasonable,  but  we  think 
that  clause  4,  which  gives  any  student  who  has  passed  an 
examination  and  taken  the  second  or  third  prise,  an  oppor- 
tunity of  competing  **  for  the  higher  prise  in  any  subsequent 
examination  dn  the  same  subject,**  might  with  advantage  be 
modified.  It  will  be  readily  understood  by  thote  familiar  with 


these  subjects,  that  the  fact  of  having  been  suecessfol  tXcm. 
examination  gives  a  candidate  much  greater  confidence 
when  going  in  for  another ;  and  we  fail  to  see  whj  a  sQcee& 
ful  student  who  has  only  been  able  to  cany  ofi  the  second cf 
third  prise,  should  have  an  opportunity  of  carrying  ofi  (x 
first  on  a  subsequent  occasion.  Of  course  there  is  this  to  be 
considered,  that  a  deduction  is  to  be  made  of  the  amoont  ol 
the  previous  prise  obtained.  But  we  think  that  the  mool 
effect  on  those  students  who  havo  not  before  presented 
themselves  for  examinati«>n  will  be  disheartenmg,  wik: 
they  find  themselves  in  competition  vrith  saccefisfol  8tadeLU 
who  have  gained  previous  experience  of  the  ways  of  enn- 
iners.  Apart  fiom  this  point,  which  we  just  mention  a  i 
subject  for  the  consideration  of  the  Manchester  Societr. 
we  approve  very  highly  of  the  scheme,  as  it  shovn  a  dean 
on  the  part  of  Manchester,  at  any  rate,  to  raise  the  tone  ci 
the  profession.  This  Society  evidently  desires  to  g:^ 
every  possible  opportunity  of  preparing  for  the  ftttnie.  u 
those  who  are  hereafter  to  be  responsible  for  the  honor  (^  is 
profession.  It  is  the  rising  generation  who  have  to  eanj  ce 
the  work  of  the  profession,  and  we  can  well  afford  to  la>c 
them  to  do  it  when  they  use  such  efforts  for  the  stabiJiij  d 
its  future  position  as  those  being  made  by  the  Uandie^T 
Accountants*  Students*  Society. 


KXAMINATIOIIS  AND  HOW  TO  FBBPABB  TOR  TBtL 
AN  ADDBBSS  TO  STUDENTS. 

This  is  an  age  of  competitive  examinations.  Tbt'it 
principle  can  be  misapplied  there  is  no  doubt,  and  tka 
could  be  found  many  instances  in  which  the  result,  if  is  ve; 
analysed,  would  not  be  completely  satisfactory.  Is  ^ 
first  place  there  is  temperament  to  consider,  and  that  is  t 
very  powerful  factor  in  the  success  or  non-sacoes  of  4 
candidate.  To  some  an  examination  room  with  its  ro«sci 
desks  and  its  papers  and  pens  arranged  with  precisix  &e 
stated  intervals  is  an  awe-inspiring  sight.  It  fills  the  il^t: 
of  the  beholder  with  fear  suid  trembling,  and  if  vhsh^  ^ 
transport  him  bodily  and  land  him  in  another  sphen,- 
would  not  be  long  before  the  wish  was  put  into  opens:^ 
and  so  far  as  he  was  concerned,  the  place  of  examinAt..: 
would  know  him  no  more.  In  other  cases  the  candids^' 
enters  into  the  contest  like  M.  Olivier  entered  into  the  ?c 
with  Germany,  *'  with  a  light  heart,*'  and  frequentlv  «*•- 
the  same  result  vis.,  failure  and  disaster  thiongh  o^ 
confidence.  It  is,  therefore,  not  always  a  man's  knovl«l 
that  is  his  passport  to  success  in  an  examination,  and  i*.  ^ 
happened  that  this  question  of  nervousness  and  no  neir*- 
nesshas  contributed  in  no  small  degree  to  the  resclt.i^ 
will  so  contribute  until  examinations  are  things  of  the  ^ 
Now,  in  face  of  the  approaching  examinations  it  wiU^pei^! 
be  advisable  to  say  a  few  words  as  to  the  best  v»/ 
preparation  for  the   inevitable   future.      Every  con^ 
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knows  what  books  he  has  to  read,  and  likewise  considers  in 
many  cases  that  it  is  foolish  and  absurd  that  an  accountant 
should  have  to  study  books  like  "  Buckley  on  GompanieSi" 
with  its  array  of  cases,  and  its  page  after  page  of  closely 
written  notes  and   explanations.      We   hear   the  student 
exclaim — what  possible  use  can  all  this  be  to  me  in  after 
life  ?    I  want  a  knowledge  of  some  subject  that  will  be  of 
use  to  me  in  my    profession  I      I   am    going   to   be    an 
accountant,  not  a   lawyer !    Quite  so,  but  remember,  all 
knowledge  from  whatever  source  derived  will  be  useful,  and 
there  never  yet  was  a  case  in  whicli  knowledge  once  acquired 
and  carefully  digested  was  not  useful  as  well  as  profitable. 
Whatever  then  may  be  the  subject,  whether  Comi>any  Law, 
Mercantile  Law,  Arbitrations,  or  Bankruptcy,  read  it  care- 
fully and  with  understanding ;  don't  skip  over  the  page  that 
you  do  not  understand,  read  it  and  try  to  understand  it,  and 
if  by  your  own  unaided  efforts  you  fail  to  do  so,  don't  be 
afraid  to  ask  some  one  who  can  give  you  the  necessary 
information.      It  is   by  enquiring  and  thereby   acquiring 
information  that  knowledge  is  obtained,  and  knowledge  we 
are  told  is  power.    It  i5  a  power,  and  it  has  wrought  a 
mighty  work.     The  British  workman  is  also  a  power,  but 
knowledge  has  made  him  one.    What  avails  the  strength  of 
limb  and  the  muscular  development  of  the  human  frame 
unless  there  is  knowledge  to  direct  the  operation  of  both. 
It  is  knowledge  that  has  invented,  it  is  knowledge  that  has 
created  and  that  has  found  a  use  for  steam  and  electricity. 
Knowledge  of    bookkeeping    and    accounts,    to    come    to 
commezcial  matters,  has  also  saved  many  a  man  from  the 
court  of  bankruptcy.    Read,  therefore,  your  subjects  one  at  a 
time  with  understanding,  do  not  be  dismayed  at  a  difficulty, 
but  struggle  with  it.    There  never  was  a  victory  without  a 
struggle,  and  although  it  may  be  a  hard  one,  you  will  have 
a  great  many  harder  to  contend  with  through  life,  and  the 
victory  that  will  crown  your  efforts  will  be  all  the  more 
decisive  and  glorious.    There  is  one  thing  very  necessary  to 
avoid  in  reading  for  an  examination  and  that  is  careless- 
ness, avoid  it  by  all  means  as  you  would  avoid  any  other 
hindrance  to  success.    Keep  your  mind  fixed  on  your  book, 
and  in  order  to  do  so  more  thoroughly,  read  with  a  fellow 
student,  or  if  that  is  not  possible — read  alone.    It  is  no 
earthly  use  trying  to  read  for  any  necessary  purpose  if  you 
are  disturbed  by  conversation,  or  surrounded  by  your  family 
and  friends.    Retire  then  from  these  distracting  influences 
into  your  own  room  and  bring  your  mind  to  bear  upon  your 
subject.    Read  only  so  long   as   you   can   do    so   without 
weariness.    The  mind  is  only  capable  of  absorbing  so  much, 
and    if    you   give    it   more    than    it    can   do,    you    are 
'Wasting  your  time  as  well  as  injuring  the  powers  of  your 
mind.    Do  not  be  over  confident  but  read  up  to  a  few  days  of 
the  examination,  and  so  be  prepared  for  the  worst.     Many  a 
battle  has  been  lost  through  under  estimating  the  strength 
of  the  foe — so  has  many  an  examination. 


V^ti^rs  to  ttft  €5ttor. 


To  the  Editor  of  the  Accountants*  Students*  JcuriuiL 

Sib, — It  may  be  of  interest  to  your  readers  to  know  that 
at  the  last  meeting  of  my  committee  the  question  of  the 
printing  of  the  Transactions  of  our  Society  for  the  current 
year  was  raised  and  considered. 

The  issue  of  the  Transactions  for  1883  gave  such  eatisfac- 
tion  to  our  members  that  many  of  the  committee  were  pre- 
pared to  make  the  strongest  efforts  for  the  continuance  of 
the  work ;  but  important  as  the  matter  yrtLP,  it  was  felt  to  be 
impossible  for  us  to  meet  such  a  heavy  expenditure  as  the 
1883  book  entailed. 

After  full  consideration,  it  was  resolved  that  the  transac- 
tions for  the  current  year,  be  printed  from  the  same  type  as 
that  used  for  reporting  the  meetings  in  your  columns,  and 
the  sub-committee  was  directed  to  make  arrangements  with 
you  accordingly.  In  this  way  we  shall  have  a  book  similar 
to  that  for  the  past  year  at  a  little  over  one  half  the  cost. 

The  matter  is  of  so  much  importance  that  I  think  it 
would  be  desirable  for  the  various  student  societies  through* 
out  the  country,  to  consider  the  expediency  of  issuing  a 
similar  work.  It  may  be  mentioned  that  the  cost  of  printing 
two  or  three  hundred  copies  over  and  above  the  actual 
requirements  of  each  society  would  be  comparatively  trifling 
on  the  original  cost,  and  if  the  matter  were  considered  soon 
I  believe  my  committee  would  willingly  agree  to  have 
sufficient  printed  as  to  enable  interchanges  of  fifty  or  a 
hundred  spare  copies  of  our  transactions,  for  a  similar 
number  of  any  other  society  or  societies. — Yours  truly, 

Wm.    HARRIS. 

Manchester,  25th  September,  1884.  Hon.  Librarian, 


THE  CHARTERED  ACCOUNTANTS'  STUDENTS' 
SOCIETY  OP  LONDON. 


The  following  Programme  has  been  arranged   for   the 
ensuing  Session : — 

AUTUMN  (1884)  SESSION. 

Sept.  30.    Lecture—"  Bank  Auditing."    By  T.  A.  Weltow, 

Esq.,  F.C.A. 
Oct.   14.    Lecture—*'  Effect  of  the  Bankruptcy  Act  (1883)." 

By  A.  R.  Whitewat,  Esq.,  Barristei- 

at-Law. 
„    28.    Lecture— "  Liquidations   under   the   Companies 

Acts  (1862-83) ."  By  HxNBT  Hubbeix, 

Esq.,  Barrister-at-Law. 
Nov.  11.    Debate. 
„    25.    Lecture — "The  Law  relating  to  Partnerships," 

By  Richard  Rinowood,  Esq.,  M.A., 
Barrister-at-Law. 


I 
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THE    MANCHESTER    ACCOUNTANTS'     STUDENTS' 

.SOCIETY 

AND  THK  OWKNS'  COLLEGE  EVSNINO  0LAS6S8. 


At  a  Meeting  of  the  Committee  of  the  Manchester 
Accountants'  Students'  Society,  hold  on  Friday,  26th 
September,  1884,  the  following  matter  was  brought  for- 
ward and  passed : — 

Memorandum  of  a  scheme  to  be  submitted  to  the  Com- 
mittee of  the  above  Society  for  approval  and  adoption. 

1.  For  the  better  encouragement  of  members  of  the 
Manchester  Accountants'  Students'  Society  attending  the 
Owens'  College  Evening  Law  Classes,  and  for  the  promotion 
of  a  higher  standard  of  professional  knowledge  and  skill, 
prizes  shall  be  offered  in  connection  therewith,  as  hereunder 
provided. 

2.  The  prizes  shall  be  strictly  limited  to  students  of  the 
classes  who  are  also  members  of  the  Manchester  Account- 
ants' Students'  Society,  and  shall  be  awarded  to  students 
who  take  the  first,  second,  or  third  places  respectively,  in 
the  first  class  at  any  of  the  sessional  examinations  of  the 
college  on  the  subjects  of  the  Evening  Law  Classes. 

3.  If  two  or  more  students  are  bracketed  as  equal  in  any 
of  the  said  places  in  the  first  class,  they  shall  each  be 
awarded  the  full  amount  or  value  for  the  time  being  of  the 
prize  for  such  place. 

4.  Any  student  who  at  any  examination  held  after  the 
date  hereof  takes  a  prize  hereunder,  shall  be  disqualified 
in  any  subsequent  examination  in  the  same  subject  or 
branch  for  competing  for  the  same  prize,  or  a  lower  prize. 
Provided,  hat  if  any  student  shall  in  any  examination  have 
taken  the  second  or  the  third  prize  he  shall  be  free  to  com- 
pete for  the  higher  prize  in  any  subsequent  examination  on 
the  same  subject,  with  this  limitation  that  he  shall  only  be 
awarded  either  the  amount  or  value  for  the  time  being  of 
the  higher  prize,  after  deducting  therefrom  the  amount  or 
value  of  the  prize  previously  taken,  or  at  his  option,  one 
half  of  the  amount  or  value  of  the  higher  prize  for  the  time 
being. 

6.  If  all  or  any  of  the  places  in  the  first  class  carrying 
prizes  are  taken  by  students  disqualified  as  above,  the  Com- 
mittee shall  ascertain  whether,  if  such  disqualified  students 
had  not  competed,  those  places  or  any  of  them  would  have 
been  taken  by  other  students,  members  of  this  Society,  and 
if  so,  then  the  prizes  shall  be  awarded  accordingly. 

6.  If  the  Committee  should  be  at  any  time  in  doubt  as  to 
whether  the  subject  of  any  course  is  the  same  or  practically 
the  same  as  the  subject  of  a  previous  course  given  after  the 
date  hereof,  the  matter  shall  be  referred  for  determination 
to  the  Principal  of  the  College. 

7.  A  sub-commit  .ce,  to  be  called  "  The  Prize  Fund  Com- 
mittee," shall  be  appointed  annually,  to  consider  and  deal 


with  matters  arising  in  connection  herewith,  and  to  t.\ki 
cognizance  of  all  other  matters  relating  to  the  classes,  asi 
where  necessary  to  report  to  the  general  committee,  anl  h 
particular  it  shall  be  part  of  the  duty  of  "  The  Prize  Funl 
Committee  "  to  obtain,  where  practicable,  for  all  mem\is 
who  pass  the  college  examinations  a  certificate  from  :b 
college  authorities. 

8.  Any  award  of  prizes  made  by  this  Society  to  mcm'«:r> 
passing  the  college  examinations  shall  be  recorded  on  tL. 
college  certificate,  or  separately,  and  shall  be  signcJ  ly  le 
president  and  secretary  for  the  time  being  of  the  bo:  ...y. 

9.  The  amounts  or  values  of  the  prizes  to  be  oHered  f.i  l.- 
College  Session  1884-5  shall  be  as  follows : — 

For  the  First  Prizes,  Three  Guineas. 
For  the  Second  Prizes,  Two  Guineas. 
For  the  Third  Prizes,  One  Guineas. 

10.  The  following  members  of  the  General  Commitu.  !< 
appointed  •*  The  Prize  Fund  Committee  "  for  the  cj:r .: 
year: — The  President,  Vice-President,  Mr.  A  Munar  : : 
Secretary,  and  the  Treasurer. 


TRADING    ACCOUNTS. 


BR  E  WEBS. 


The  following  articles  on  Brewers*  Accounts  have  x\ . 
in  The  Accountant^  and  will  not  be  devoid  of  inierti'. :  • 
Student : — 

On  the  subject  of  efficient  auditing  a  good  deal  a.-  ■ 
said  from  time  to  time,  and  the  opinion   ha&  oiur. 
expressed  that  an  audit  to  be  any  good  must  be  Lu  .  • 
and  complete  in  every  detail.     The  auditor  not  only  . 
examine  the  actual  ligures,  but  know  in  some  dcvr-  - 
they  are  arrived  at ;  if  presented  with  a  stock  shoe:  .t . 
not  only  be  able  to  check  the  extensions  and  addiu.:.^ 
also  know  whether  the  prices  at  which  the  gocd:^  ktc  *  - 
are  somewhat  near  the  market  value  of  the  same ;  b-.  i 
to  a  certain  extent  be  conversant  with  the  trade  cu-^t  !> 
various  businesses,   so  as   to  be   able   to   check  i..- 
properly,  and  as  ho  is  at  present  expected  to  h:;\t 
than  a  slight  knowledge  of  legal  matters  so  be  mu>:  i'' 
fair  idea  of  the  routine  adopted  in  every  and  all  l)-> '  ^ 
the  accounts  of  which  he  may  bo  called  upon  to  ex.u- 

Of  course,  the  principles  of  bookkeeping  must  i^i'y^^ 
same  when  applied  to  all  trades  and  businesses,  but .?  ^ 
as  you  get  beyond  the  main  books,   viz.,  cajjh,  i-» 
bought  books,  journal  and  ledger,  you  find  a  moliip'^ - 
books    of   detail    or   subsidiary   books,    which   hau  > 
adopted  from  time  to  time  as  most  suitable,  ami  &^'-  I  - 
the  Dusiness  under  notice,  and  these  books  an  auiir.^'  - 
understand  and  examine  if  his  audit  is  to  be  coiup.L:< 
much  has  this  principle  been    recognised  that  i(  -^ 
uncommon  thing  to  find  accountants  devoting  tbin  - 
to  particular  classes  of   business,  and  styling  then: 
'*  woollen   trades  "    accountants,    **  brewers  "  accc  ' 
and  so  on.    This  is  all  very   well   in  Loudon,  vvlif ' 
immense  number  of    concerns  cauh^es   this  suLm:i\  - 
work  to  be  proti  table,  and  at  the  same  time  ecoiicut:- 
in  the  country  it  would  be  almost  iinpc^sible,  •a.niS.  ^'•• 
view   I  propose  to   give  from    week    to   >vock  f. 
articles  on  bookkeeping  as  adapted   to   various  t:  •  .-^ 
taining  the  most  comj)lete  details  I   am  able  to  !- 
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supplemented  by  specimen  forms  of  the  books  found  useful 

in  particular  businesses. 

I  need  hardly  say  that  the  nndcrtaking  is  an  important 
one,  and  the  cohimns  of  this  paper  will  bo  open  to  any 
criticisms  or  suprgestions  that  will  help  to  elucidate  the 
questions  under  discussion. 

Amongst  many  important  industries  there  is  one  that 
appeals  to  all,  or  nearly  all  of  us — that  of  brewing — even 
the  teetotaller  is  interested  in  it,  as  it  is  the  opponent  he  has 
most  to  fear  from  ;  the  man  who  takes  to  drinking  spirits 
speuilily  becomes  a  wreck,  and  an  object  the  man  of  water 
can  point  the  finger  of  scorn  at,  but  a  man  must  be  a 
tremendous  beer  drinker  before  it  can  interfere  with  his 
ordinary  occupation,  while  it  is  an  actual  benefit  to  thousands 
who  indulge  in  it  with  moderation. 

Many  have,  doubtless,  from  time  to  time,  noticed  the 
\on^  string  of  drays  turning  out  from  any  large  brewery 
yard  in  the  morning,  drawn  by  their  heavy,  sleek. 
iiite]li;,'ent  looking  horses,  in  charge  of  big  burly  men, 
clothed  in  wonderful  garments  made  of  a  substance  which 
ai^poars  like  quilted  flannel,  and  loaded  with  kilderkins, 
hot^.^lieads  and  barrels  full  of  beer  of  all  qualities,  from  the 
pale  ale  or  bitter,  the  merchant  or  stock  broker  quails  with 
liis  mid-day  meal,  down  to  the  humble  porter  of  which  on 
tendering  Id.  the  artizan  or  mechanic  is  furnished  with  a 
mo'Ucinn  to  wash  down  the  dinner  he  produces  from  a  side 
pocket ;  or  as  they  have  tripped  over  the  rope  extended 
across  the  pavement,  have  at  the  same  time  given  more 
than  a  passing  thought  to  an  industry  whi^h  appears  to  be 
so  necessary  to  our  comfort,  if  not  our  welfare,  aiMl  gives 
employment  to  thousands  and  thousands  of  men. 

With  the  actual  brewing  or  making  the  beer  I  have 
nothing  to  do,  as  were  1  to  attempt  to  describe  the  various 
processes  by  which  malt  and  hops  becomes  a  refreshing 
beverage,  we  should  become  involved  in  technicalities  and 
terms  that  would  be  needless  for  my  purpose.  I  will,  there- 
fore go  at  once  to  the  object  of  this  article  and  deal  with 
the  books  of  account,  and  supporting,  or  subsidiary  books. 

The  first  and  most  important  book  in  this,  as  in  all  other 
businesses,  is  the  Cash  Book ;  the  form  of  this  book  differs 
very  little,  but  I  would  recommend  the  following  as  showing 
not  only  the  amount  received  and  paid  away,  but  also 
whether  it  is  paid  into,  or  out,  of  the  bank. 


From  the  subjoined  specimen  it  will  be  seen  jthat  on  a 
given  date  there  was  a  balance  of  cash  in  hand  at  the 
otliec  or  house,  as  it  is  denominated,  of  £13,  and  £750  in  the 
bank.  John  Smith  pays  £9  10s.,  which,  for  convenience 
sake,  is  entered  in  the  detail  column  in  two  amounts,  being 
two  separate  accounts,  the  total  is  carried  into  the  *'  House  " 
column,  the  cash  having  been  actually  received.  The  next 
entry  is  £200  received  from  A.  Brown,  but  as  he  paid  this 
direct  into  the  bank,  it  is  entered  in  the  Bank  column. 
(t.  Taylor  pays  £3  in  the  ordinary  way,  and  then  thinking 
more  money  might  be  required  in  the  House,  a  cheque  for 
£10  is  drawn  in  favour  of  House,  and  the  amount  is  carried 
to  the  debit  of  House  in  the  House  column  on  the  debit 
side  of  the  Cash  Book,  and  the  credit  of  Bank  in  the  Bank 
column  on  the  credit  side.  The  sum  of  £176  is  next 
received  from  William  Snooks,  on  which  £150  is  paid  into 
the  Bank.  Bank  is  therefore  debited  with  £150  on  the 
debit  side  of  the  Cash  Book,  and  House  credited  with  the 
amount  on  the  credit  side. 

For  the  benefit  of  thosc  who  may  not  be  well  versed  in 
accounts,  I  would  remind  them  that  in  a  Cash  Book  the 
entries  are  practically  reversed,  so  that  the  more  money 
that  comes  in  the  more  appears  to  the  debit  of  Cash. 
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In  the  previous  article  I  ga  ea  toscription  a<id  8  )>'>.in  n  of 
the  Cash  Book,  which  I  rightly  described  as  Lhc;  luj.t 
important  book  in  any  business,  since  it  was  in  print,  I  have 
been  asked  how  I  deaJt  with  disoount,  for  which,  apparently, 
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I  made  no  provision ;  this  item  is  dealt  with  in  various  wavs 
by  different  persons,  many  having  a  separate  column  in  tne 
Cash  Book  in  which  the  discount  is  entered  and  the  total 
journalized  at  stated  intervals,  and  I  have  also  known  the 
gross  amount  of  the  account  entered  on  the  debit  side  of 
the  Gash  Book,  and  the  amount  of  the  discount  written  off 
on  the  credit  side,  and  thence  posted  to  a  "  Discount  and 
Allowances*'  account  in  the  Ledger;  although  this  is  not 
strictly  correct,  the  actual  cash  never  having  been  received  or 

rid,  it  is  found  practically  convenient  in  many  instances, 
may  also  here  note  that  in  the  specimen  of  ihe  Cash 
Book  given  in  my  last  article,  Bank  contra  "  £150,  on  the 
debit  side  should  be  "House  contra,"  and,  as  a  further 
explanation  of  the  use  of  a  "Details  column,"  state 
that  a  man  might  pay  a  sum  of  money  on  a  certain  date, 
part  of  which  would  be  for  beer  supplied  and  the  rest  for 
interest  on  loan  or  payment  on  account  of  principal,  as 
these  amounts  would  be  posted  in  separate  ledgers,  speci- 
mens of  which  I  shall  give  later  on,  it  is  advisable  to 
keep  them  separate  in  the  Cash  Book. 

Although  I  commenced  with  the  Cash  Book  it  will  bo 
quite  evident  that  bt>fore  customers  commence  to  pay  in 
money  they  must  have  received  beer ;  and  before  receiving 
beer  they  must  have  given  orders.  To  ensure  accuracy 
in  executing  orders  it  is  necessaxy  that  they  should 
be  systematically  arranged,  and  at  the  end  of  this  article 
I  give  a  specimen  of  a  page  of  order  book  (A),  which  will, 
I  think,  be  found  useful.  In  this  book  all  orders  received 
from  time  to  time  during  the  day,  whether  by  letter  or 
personally,  should  be  enclosed,  and  as  it  is  a  custom  to 
give  orders  to  draymen  when  they  are  delivering  goods,  the 
orders  they  bring  in  should  also,  oh  their  return,  he  entered 
in  this  book.  The  draymen  themselves  should  also  be 
provided  with  order  books  for  the  customers  to  fill  in  and 
sign,  or  a  better  plan  is  to  have  an  order  form  printed  on  the 
back  of  the  counterfoil,  or  their  delivery  books,  specimens 
of  both  of  which  I  also  append  (B  &  C). 

For  the  benefit  of  those  of  my  readers  who  have  forgotten 
the  tables  of  weights  and  measures  they  had  drilled  into 
them  at  school  I  may  here  remark  that — 

a  Hogshead  contains  M  gallons, 
a  Bariel  „      S6 

a  Kilderkin  „      18 

a  Firkin  ..        9 


»» 


in  addition  to  these  there  is  a  Butt  containing  108  gallons, 
a  Puncheon  72,  and  a  Fin  4J  gallons,  but  the  two  former  of 


these  are  not  very  much  used  on  account  of  their  size 
and  the  latter  only  in  the  family  trade.  Any  orders  icr 
these  can  easily  be  entered  in  the  sundries  column. 

The  Order  Book  having  been  duly  completed  each  day 
the  Draymen's  Delivery  Books  must  be  made  up  from  it, 
and  for  convenience  double  sets  of  delivery  books  w* 
generally  provided,  one  containing  the  entries  for  MoiiHiiy. 
Wednesday,  and  Friday  in  the  week,  and  the  other  ecu- 
taining  those  for  Tuesday,  Thursday,  and  Saturday,  b» 
this  means  one  set  of  books  can  always  be  kept  in  the  oft:t 
for  entering  and  checking  purposes,  whilst  the  draymen  bw 
the  other  set  with  them. 

Each  Drayman's  book  again  must  correspond  mHi  tbi 
Cellarman's  book,  as  in  issuing  beer  for  delivery  the  lat:e: 
takes  no  notice  of  the  customer's  name  but  notes  in  his  hjok 
that  he  has  issued  so  much  of  such  and  such  qualities  ef 
beer  to  sucn  and  such  a  carman. 

Another  book,  which  is  of  considerable  importance,  k  ie 
Cask  Ledger,  which  although,  I  believe,  neglected  bj  act: 
London  brewers,  is  kept  by  nearly  all  country  firms. 

Every  cask  when  purchased  should  be  branded  with  'a 
firm's  name  or  initials,  and  also  with  a  consecutive  num^r: 
it  is  also  advisable  to  keep  the  different  sizes  of  the  c&  ii 
distinct,   thus   Kilderkins  could    be   numbered  1  to  Ij.m 
Barrels  1,001  to  1,500,  Firkins  1,501  to  2,000,  and  so  on. 

The  Cask  Ledger  itself  should  consist  of  a  nuinber  d 
pages  or  colums,  also  numbered  consecutively,  anJ  ^■ 
taining  a  column  or  page  with  a  number  corresponding  ^n 
the  number  on  each  cask. 

When  sent  out  the  date  is  noted  in  a  column,  a&:' '-; 
name  and  address  of  the  person  to  whom  it  is  sr:i  s^ 
when  returned,  the  date  on  which  it  is  actually  rccei<f- 

By  means  of  this  book,  if  properly  kept,  it  is  pos^i^i^  »^ 
always  ascertain  where  such  cask  is,  and  should  ^}  ^ 
missing,  if  necessary,  they  can  be  charged  to  the  pt»£ 
responsible  for  their  return. 

Some  firms  charge  their  customers  not  only  with  u^ 
cost  of  the  beer,  but  also  with  the  cost  of  the  c^^&^ 
and  give  them  credit  for  the  amount  of  the  latter  ^'i^- 
re turned,  but  this  plan  is  objectionable  in  many  w&ys,  i'^ 
not  only  does  it  represent  a  false  amount  outstanding  on '^^ 
books  at  any  given  period  (as  the  casks,  if  realized,  vcc^ 
never  fetch  the  amount  at  which  they  are  invoiced!  b^- 
where  a  man  is  prompt  in  his  payments,  it  obliges  him  to  l'>^i 
up  a  certain  amount  of  his  capital  in  casks,  which  voi^^ '' 
profitably  employed  elsewhere. 


ORDER  BOOK. 


Date.     1 

Jan 

.  4 

»» 
»» 

It 

>i 
7 

10 
16 

ft 

tl  , 
18 

tf 

i» 

It 

ir 
II 

20 
23  . 

29! 

Name. 


Wm.  Jones,  *'  Jumbo  and  Alice." 
.  Thos.  Snooks,  "  Blue  Lion." 
Jas.  Adams,  "  The  Headless  Woman." 
A.  Williams,  **  Lamb  and  Butcher." 
Jno.  Cox,  "  Flying  Horse." 
Robt.  Green,  '*  Printer's  Arms." 
Fredk.  Smith,  "  Coach  and  Horses." 
Albert  Grant,  "  Miner's  Friend." 
Edwd.  Jackson,  "  Green  Gate." 
Chas.  Meinck,-"  Wingless  Angel." 
Jno.  Hodgson,  "  Bluecoat  Boy." 
Frank  Ives,  "  The  Crown." 


Qaality. 


Hbds. 


xxxx 

p 

IPA 

XXXX 

XX 

AK 

X 

s 
p 

XX 
IPA 

AK 


1 
4 


Bis. 


1 

3 


2 
6 


Kils.       Firs. 


15 


3 
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Please  receive  from 

CBOWN  BREWKBY  CO. 


Brla 


KUb 


Fin 


Qoalty. 


M 


Drayman, 


Back  of  CcunterfaU* 


To  the 


CBOWH  BBXWKBT  CO. 


Please  supply  me  with  :*- 


Brli. 


Kils. 


Firs. 


QnaUty. 


SmcB  the  two  previous  articles  were  written  on  this 
series,  which  series  the  first  writer,  through  unforeseen 
circumstances,  was  not  able  to  continue,  it  has  been 
pointed  out  that,  as  the  intention  was  to  make  the 
scheme  not  only  as  readily  adaptable  as  possible  to 
large  and  small  concerns,  but  also  as  useful  as  possible 
both  to  experienced  and  inexperienced  persons,  it  would 
be  well  from  time  to  time  to  call  attention  to  any 
alternative  method  of  keeping  the  different  books.  To  refer 
back  to  the  Cash  Book  for  instance.  The  method  of  keeping 
the  Bank  Account  in  the  cash  book  is  undoubtedly  the  one 
that  will  commend  itself  to  all  who  are  accustomed  to  make 
book-keeping  as  short  as  possible,  and  at  the  same  time  as 
complete  in  as  small  a  space  as  it  could  be  if  it  were  spread 
out  so  as  to  involve  many  more  entries,  and  therefore  to 
take  up  much  more  room  and  much  more  time.  It  is  also 
desirable  to  have  a  column  in  the  cash  book  for  discounts 
and  allowances,  as  that  is  by  far  the  simplest  way  of  dealing 
with  them.  Where  it  is  thought,  therefore,  that  three 
columns  in  the  cash  book  might  lead  to  confusion,  and  in  a 
small  concern,  or  even  a  large  one,  where  the  Baxik  entries 
are  not  so  numerous  but  that  they  may  be  dealt  with  in 
another  way  and  posted  into  the  ledger  along  with  the 
remainder  of  the  cash  items,  another  form  of  cash  book 
might  be  usefully  adopted.  The  form  at  the  end  of  this  article 
is  suggested,  therefore,  as  an  alternative  to  be  used  by  more 
experienced  persons  where  they  think  desirable,  and  to  be  used 
by  or  recommended  to  the  inexperienced,  if  they  can  under- 
stand it  more  readily  than  they  can  the  other.  It  is  always 
difficult  to  foresee  exactly  where  those  for  whose  benefit  we 
are  writing  will  be  at  a  loss  to  follow  and  clearly  understand 
what  is  laid  down,  and  those  who  are  in  no  danger  of  being  in 
such  a  position  will  be  glad  to  have  forms  which  they  can 
use  under  different  circumstances  as  it  may  seem  desirable. 

It  will  be  observed  that,  instead  of  posting  the  total 
amout  of  Discounts  on  each  side  to  the  debit  and  credit  of 
Discount  Account,  only  the  balance  of  13/2  is  dealt  with 
and  carried  to  the  credit  of  that  account.  In  the  form  now 
given  it  will  be  seen  that  the  same  items  have  been  made 
made  use  of  as  in  the  previous  one,  and  a  careful  comparison 
of  the  two  forms  will  make  the  difference  between  them 
tolerably  clear.  In  the  later  one  all  cash  received  is  entered 
on  the  debit  side  of  the  cash  book  in  the  same  column  in 
the  first  place.  If  the  amount  is  kept  in  hand  no  more 
need  be  done,  except,  of  course,  the  posting  to  the  Ledger ; 
but  if  and  when  either  the  whole  or  a  part  of  the  amount 
is  paid  mto  the  Bank  by  itself,  or  together  with  other 
moneys,  then  an  entry  must  be  made  on  the  credit  side  of 
the  cash  book  for  the  amount  so  paid  into  the  Bank. 
The  contra  entries  required  in  the  former  plan  are  absent 
from  the  latter,  and  this  is  a  matter  worthy  of  note, 
as  the  frequent  occurrence  of  those  contras  does  a 
good  deal  to  make  the  plan  an  undesirable  one,  and, 
if  it  is  adopted,  all  amounts  received  should  either  be  paid 
direct  into  the  Bank  at  once,  or  should  be  kept  in  band  and 
paid  away  to  creditors  of  the  concern,  and,  where  there  is  ; 
not  enough  cash  in  hand  to  meet  all  requirements,  it  is  j 


better,  in  order  to  get  the  full  benefit  of  this  method  of 
keeping  the  Cash  Book,  to  pay  amounts  by  cheque  than 
first  to  draw  monev  out  of  the  Bank  and  then  distribute  it. 
This  is  the  rule— but,  of  course,  there  will  be  exceptions 
which  will  have  to  be  specially  dealt  with,  as  for  instance, 
in  the  payment  of  wages,  and,  perhaps,  in  the  payment  of  a 
quantitv  of  veiy  small  claims  falling  due  on  one  day.  The 
form  of  cash  book  just  given  requires  that  all  payments 
made  by  cheque  should  be  entered  on  both  sides  of  the  book, 
first  of  all  as  if  the  amount  had  been  drawn  out  of  the 
bank  and  received  in  the  office,  and  then  as  if  it  had  been  paid 
in  cash  to  the  creditor.  The  pajonent  to  J.  Davis  is  a  case 
in  point.  The  amount  is  £194,  and  is  paid  by  cheque  on 
January  13th.  An  entry  is  maide  in  the  cash  book  under 
that  date  on  the  debit  side  as  follows  :—'*  Bank  £194,"  and 
a  corresponding  entry  is  made  on  the  credit  side  on  the  same 
date  "  J.  Davis  £194." 

By  this  means  the  necessary  record  of  the  transactions  is 
made,  and  the  balance  of  cash  is  not  affected,  as  of  course  it 
should  not  be.  When  these  items  are  posted  to  the  ledger 
the  result  will  be  that  the  bank  will  be  credited  with  £194, 
and  Davies  will  be  debited  with  the  same  amount.  In  the 
form  of  Cash  Book  which  was  first  given,  it  would  have  been 
better  perhaps  to  enter  the  amount  received  from  Wm. 
Snooks  partly  in  the  "  House  "  column  and  partly  in  the 
**  Bank  "  column,  instead  of  entering  the  whole  of  it  first  of 
all  m  the  **  House  "  column  and  then  making  another  entry 
on  both  sides  of  the  book  when  part  of  the  amoimt  was  paid 
into  the  Bank.  This  would  have  had  precisely  the  same 
effect,  and  would  have  avoided  one  of  those  contras  which 
we  have  mentioned  as  being  undesirable,  and  a  drawback  to 
the  system,  except  when  they  are  the  proper  record  of  a 
separate  transaction. 

Do  not  let  anything  now  said,  as  to  the  alternative  fonn  of 
Cash  Book,  lead  any  student  who  may  read  these  napers 
into  any  doubt  as  to  which  is  considered  the  best  and  even 
the  simplest  and  more  logical  method  of  keeping  the  Bank 
Account,  which  is  undoubtedly  according  to  the  plan  that 
provides  a  Bank  column  in  the  Cash  Book.  But  in  the 
course  of  his  experience  the  writer  has  sometimes  found  it 
advisable,  when  somewhat  in  the  position  of  a  teacher  of 
book-keeping,  to  adopt  the  other  man  for  various  reasons, 
especially  in  cases  where  the  actuflJ  number  of  oash  transac- 
tions was  small,  and  he  has  therefore  thought  it  desirable 
to  refer  to  the  other  and  older  form,  whilst  giving  his  decided 
preference  to  the  form  first  suggested,  for  reasons  which 
will  be  fully  appreciated  by  every  trns  Acoonntant. 

The  method  of  keeping  the  Cash  Book  when  it  is  nrovided 
with  a  Bank  Column  may  be  summarised  as  follows; — 
Amounts  received  from  customers  or  others  and  paid  into 
the  Bank  are  entered  on  the  debit  side  of  the  Cash  Book  in 
the  Bank  column  only.  Amounts  received  and  kept  in 
hand  or  paid  away  otherwise  than  into  the  Bank  are  entered 
on  the  debit  side  of  the  Cash  Book  in  the  Cash  column  onlv. 
Amounts  paid  by  own  cheque  are  entered  on  the  credit  side 
of  the  Cash  Book  in  the  Bank  column  only.  Amounts  paid 
othezwise  than  by  own  cheque  are  entered  on  the  ciisdAt  side 
of  the  Cash  Book  in  the  Cash  c<Maiiui  only.    The  xe^iut  of 
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this  mode  of  entry  is  that  separate  entries  for  amounts  paid  | 
into  or  drawn  out  of  the  Bank  are  avoided,  and  that  as  the  ' 
Bank  Columns  hecome  a  debit  and  credit  account  with  the 
Bank,  no  Ledger  account  is  required.     But  when  amounts 
are  paid  inta  the   Bank  out  of    cash    m    hand,  or  when 
amounts  are  drawn  out  of  the  Bank  for  oftice  use,  contra  ' 
entries  on  both  sides  of  the  Cash  Book  are  required  ;  on  one  i 


side  in  the  Cash  Column,  and  on  the  other  side  in  the  Bank 
(Column,  as  the  case  may  be.  ,  -        • 

It  is  now  time  that  we  went  back  to  the  subject  c: 
subsiduary  books.  Forms  of  Order  Book  and  Draymai.% 
Delivery  Book  have  been  already  given,  and  we  a  * 
give  a  form  in  which  the  "Cask  Ledger"  already  reteiir. 
to  may  be  kept. 
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D.B. 


CASK  LEDGER. 


}SQ.  i 


Date      CiiHk 
Name  and  address,      i    sent    ;  *U"'      Re-     ,  Book      Remarks. 

ou_\  "•     turned^     Fo.      _  

^  1H84  TWI  ~ 

Wm.  Brown,  Market  8t.    i  Feb.  9        1     ;  Jan.  ilO       1 
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>  Date 
I  sent 
I     ou»._ 

fl881  " 
Henry  Jones,  Dolwich        Jan.  4 


Date 
Re-       Book 
tamed. '    f*o. 


lUr-:: 


1884 


La      ^^ 
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Name  and  address. 


turned.  [   Fo. 
~Ttm'  ~|  " 
Thos.  Evans,  Gordon  Sq.    Jan.  18      1    ,Feb.  1  !      1 


Date 
sent 
out. 


D.B. 
Fo.   ; 


CASK  LEDGER. 


Date    I  Cask 
Re-    I  Buok>    Remarks. 


Name  and  address. 


sent    l*^-**- 
out. 


I   Fo. 


I 


James  Smith,  High  tit. 


lH8i 
Jan.  ±i 


Date 
Re- 
turned. 


Cask 

Book 

fo. 


No.    -1 


RtBira 


No. 


5. 


Name  and  address. 


Date      n  „   '    Date     Cask 
sent      %,;"•       Re-      Book 
__t    out.     ,    ^-  ■  turned.     Fo.   ' 

1884      I  ItWI 

Frank  Moore,  Hill  Road    !  Jan.  29'      1    )  Feb.  lOi      1    , 


CASK  LEDCtP:R. 


Remarks. 


Name  and  address. 


Date.  ;  rin  I    ^>^^     ChA 
out.     .  .turned,      Fo. 


No. 


RecLAfU. 


I      I 


J 


It  may  be  saggested  that  as  a  means  of  avoiding  very 
high  figures,  it  might  be  possible  to  number  the  KilderHins 
••K  1"  "K  2"    and    so   on,   the   Barrels  *'B  1"  "  B  2,'" 
the  Firkins   ''F  1"  "  F  2"  and  other  sizes  in  the  same 
way.      This    Would    perha{)s   involve    a    separate    Ledger. - 
for   each    kind    of    cask,  and  whether   it  is  a  plan  that  I 
may  be  usefully  adopted  or  not  depends  upon  the  par- 
ticular firm  we  have  to  deal  with.    Where  there  is  only 
a   comparatively   small    stock   of    casks    they   might    be 
numbered  in  thousands  as  previously  suggested,  but  where 
there  is  a  large  stock  of  each  kind  it  will  probably  be  more 
convenient  to  have  them  marked  as  has  just  been  indicated. 
The  exact  size  of  the  Cask  Ledger  is  also  a  matter  to  be 
(Sarefully  considered.    As  a  rule,  we  should  recommend  that 
there  be  two  numbers^  or  at  all  events  two  distinct  sets  of 
oolumns   on    each    page,    as    that   would    give    a    more 
ooiiyeiu«ntly  shaped  Dook,  bat  it  may  be  arranged  just  as 


easily  to  have  only  one  number  and  one  set  of  colamr  < 
each  page.    Care  should  be  taken  to  havo  the  bools  ' 
enougli,  and  the  lines  close  enough    to    contain   a- 
entries  likely  to  be  required  for  each  cask,  and  if  ntc(f>>^ 
two  or  more  sets  of  columns  should  be  provided  for  •  i 
number,  to  avoid  having  to  transfer   from    one   \^^' 
another,  as  that  might  make  it  necessary  to  give  ibe  <.:>- 
fresh  number  for  the  sake  of  keeping  its  accoun:  ^ 
proper  order.     When  a  cask  is  disused  in  any  ^ay.  i^  ^ 
should  be  made  to  that  effect  on  the  correspc>ziding  p»> 
the  "  Cask  Ledger."  and  a  double  line  ruled  at  the  «.' 
the  entries  to  show  that  the  record  is  finally  closed. 

A  book  to  be  called  a  Cask  Book,  and   to  be  kcj*. 
Cellarman,  would,  if  it  were  properly  kept,  prove  vcn    - 
and  might  be  made  to  serve  the  purpose  of  a  st>A 
'  also.    It  might  be  drawn  up  in  the  following  form :— 
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CASK  BOOK. 


Cask 
No. 


Date 

Received 

in. 


[Enteredf 
in  Cask  |    Date  of 
Ledger,  Re-filling, 
by. 


8 
1 
5 


1884. 
Feb.  1 
9 
10 


♦» 


A.B. 
A.B. 
A.B. 


1884. 
Feb.  18. 
Feb.  18. 


Date  sent 
out. 


1884. 
Mar.  1 


Day 
Book 
Folio. 


Remrki. 


In  a  small  brewery,  perhaps,  a  single  cask  book,  in  use  at 
one  time  would  be  enough  ;  but  the  requirements  of  large 
ooncems  could  be  met  by  having  a  ca.sk  book  for  each  size 
of  cask,  or  as  an  alternative  by  having  several  men  respon- 
sible for  the  stock  in  different  places,  and  giving  them  a 
book  each.  This  would  make  no  difference  to  the  general 
plan,  for  it  may  easily  be  seen  that  a  number  of  books 
could  be  dealt  with  just  as  well  as  one.  When  any  new 
casks  are  brought  into  use  they  should  of  course  be  entered 
in  the  cask  book  which  would  then  show  the  total  number 
■)f  casks  in  hand,  and  by  going  through  the  book  at  any  date, 
md  making  out  a  list  of  cask  numbers,  classifying  them 
Lccording  to  the  last  column  filled  up  opposite  the  number 
n  the  cask  book,  a  complete  stock  account  of  empty  and 
;ull  casks  on  the  premises  would  be  obtained,  and  could  be 
jhecked  by  counting  over  the  casks  themselves.  To  this  should 
)o  added  the  numbers  of  casks  in  the  possession  of  customers 
ind  others,  as  shown  by  going  through  the  Cask  Ledger,  and 
t  would  give  at  once  a  stock  list  comprising  all  full  and 
(inpty  casks  belonging  to  the  finn.  Take  for  instance,  the 
ask  numbered  1  in  the  specimen  Cask  Book.  If  either 
tf  the  suggestions  previously  made  as  to  numbering 
ave  been  carried  out,  the  number  of  the  cask  would 
ndicate  the  size,  the  fact  of  there  being  no  entry  in 
he  "  date  sent  out  '*  column  opposite  this  number  would 
how  that  the  cask  bearing  that  number  should  be  in  stock, 
nd  the  fact  of  the  "  date  of  re-filling  "  column  being  filled 
p  would  show  that  the  cask  was  a  full  one.  All  the  infor- 
lation  necessary  for  a  stock  valuation  would,  therefore,  be 
btained  if  the  quality  of  the  beer  were  noted  in  the 
>Iunin  for  remarks,  or  in  an  additional  column  specially 
rovided  for  the  purpose.  In  order  to  avoid  having  to  refer 
long  way  back  in  case  any  particular  cask  were  to  remain 
>nie  time  in  stock,  the  book  might  be  ruled  of!  at  the  end 

a  quarter,  half  year  or  year,  and  the  entries  relating  to 
lU  and  empty  casks  in  stock  re-written  below  the  line 
uch  as  the  balances  of  a  ** sundry  persons  "  account  are 
•ought  down  in  a  ledger.  Another  advantage  arising  from 
le  use  of  this  book  is  that  when  sent  into  the  office,  as  it 
lould  be  at  the  end  of  each  day,  the  folios  of  tlie  Day 
3ok  can  be  inserted  as  in  the  form  given  above,  and  it  will 
en  be  a  proof  that  no  casks  have  gone  away  without  the 
ntents  being  duly  charged  for.  If  necessary  the  Day 
>ok  might  even  be  written  up  from  the  Cask  Book,  but  as 
rule  it  would  be  well  to  write  it  up  from  some  other 
urco,  say  from  Memoranda  of  Delivery  to  be  made  in  the 
cler  Book,  and  leave  the  Cask  Book  to  act  as  a  check 
•on  the  entries  already  made. 
Referring  back  for  a  moment  to  the  Order  Form  printed 

the  back  of  counterfoils  in  the  Drayman's  Delivery  Book, 
ne  large  firms  have  on  the  back  of  the  Delivery  Note  the 
rters  give  up  a  form  of  receipt  for  the  empty  casks  they 
J  ally  receive  when  they  deliver  a  full  one.  In  this  case  it 
uld  be  well  to  have  a  counterfoil  receipt  printed  on  the 
--k  of  the  Counterfoil  Delivery  Note,  and  have  separate 
Ic  r  forms  printed.  An  order  card  ^  ith  a  list  of  the  different 
1.11  ties  and  quantities  of  beer  supplied,  and  the  price  of 
rla  with  blanks  for  the  number  of  casks  refjuired,  and  tlio 
lie  and  address  of  the  customer  to  be  written  by  himself 
oimd  useful  by  some  brewers.  The  order  cards  may  be 
ntcd  w^ith  the  name  and  address  of  the  brewer  on  one 
;,  and  a  supply  can  be  left  with  each  customor,  so  that 
1X1  ay  have  at  hand  the  means  of  sending  an  order  with  as 


little  trouble  as  x>ossible.    The  cask  receipt  and   counterfoil 
may  be  in  the  following  forms : — 

lieceipf. 

CASK  RECEIPT. 

From  the 

CROWS  BREWERY  CO. 

Numbers. 
Hgsds.  Brls.  Kils.  !        Firs. 


Received  by 


Counterfoil. 
CASK  RETURNS. 


From 


Numbers. 


Hgsds. 


Brls. 


Kils. 


Firs. 


Entered  in  Cask  Book  Fo By 

It  cannot  be  too  clearly  borne  in  mind  that,  for  the  keeping 
of  such  books  and  forms  as  those  last  mentioned,  firms  are 
dependent  upon  men  who  know  little  or  nothing  about  book- 
keeping in  the  abstract,  and  if  books  are  required  to  be  kept 
by  them  at  all,  they  must  be  of  the  simplest  kind  and  quite 
free  from  any  complications,  and  they  must  not  be  such 
that  any  neglect  to  have  them  always  up  to  the  mark  will 
lead  immediately  to  any  serious  consequence  as  regards  the 
general  system  of  bookkeeping.  Moreover,  it  should  be 
arranged  for  such  books  to  be  frequently  inspected  by  some 
trustworthy  and  intelligent  clerk  or  other  person,  so  that 
errors  may  be  rectified  and  omissions  supplied  before  they 
have  had  time  to  lead  to  awkward  results.  If  any  different 
sizes  of  casks  from  those  provided  for  in  the  cask  receipt 
form  are  in  general  use,  the  heading  of  the  column  may  be 
varied  accordingly,  or  one  column  may  be  headed 
*'  Sundries"  if  the  sizes  are  too  numerous  for  each  to  have 
a  separate  column.  These  forms  and  the  onler  cards,  if 
tastefully  got  up,  will  be  a  good  advertisement  for  the  con- 
cern using  them,  as  they  will,  from  their  nature,  be  con- 
stantly in  the  hands  of  the  public. 


The  Wage  Book,  a  form  of  which  is  given  at  the  end  of 
this  article,  it  would  have  been  more  appropriate  to  men- 
tion when  discussing  the  Cash  Book,  but  there  are  one  or 
two  remarks  that  may  now  be  usefully  made  in  connec- 
tion with  it.  It  should  contain  a  full  list  of  the  wages  paid 
each  week,  and  should  contain  particulars  of  the  occupa- 
tion of  each  employ^,  so  that  the  total  amount  paid  could,  if 
necessary,  be  analysed  at  any  time.  The  book  should  be 
planned  for  one  column  to  hold  names,  and  four  or 
five  money  columns,  in  order  that  the  wages  of  that 
number  of  weeks  may  be  entered  without  the  names  having 
to  be  written  afresh  2 very  time.  On  the  other  hand,  we  do 
not  recommend  that  too  many  money  columns  should  be 
provided  for  each  list  of  names  as  that  would  be  likely  to 
lead  to  confusion,  throuRh  the  changes  that  are  constantly 
taking  place  where  a  number  of  men  are  employed. 

It  is  not  advisable,  as  a  rule  to  enter  the  salaries  of 
managers  or  cashiers,  or  chief  clerks,  in  a  book  that  is  open 
to  goiirral  inspection.  They  should,  for  obvious  reasons,  be 
cntertHl  in  a  small  book  to  be  provided  for  the  purpose,  and 
the  total  amount  should  be  brought  into  the  General  Cash 
Book  periodically.  It  is  sometimes  necessary  to  treat  some 
of  the  servants  of  a  concern  in  the  same  manner  as  regards 
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a  debit  and  credit  account  as  the  persons  who  supply  goods 
are  treated.  In  such  cases  an  account  is  opened  in  the 
Ledger,  and  the  salary  or  commission,  or  both  as  the  case 
may  be,  are  posted  to  the  credit  from  the  Abstract  Book. 
The  cash  paid  to  them  also  follows  the  rule  as  to  ordinary 
creditors,  and  is  posted  from  the  credit  side  of  the  Cash , 
Book,  where  it  should  be  entered  separately,  to  the  debit 
side  of  their  account  in  the  Ledger. 

The  Petty  Cash  Book  might  also  have  been  considered 
when  we  had  the  subject  of  the  General  Cash  Book  before 
us.  It  is  often  kept  by  a  junior  clerk,  but  in  some  offices  it 
8  kept  by  the  cashier  himself.  The  object  of  it  is  to  avoid 
entering  in  the  General  Cash  Book,  and  consequently  post- 
ing into  the  Ledger,  a  great  quantity  of  small  items.  The 
book  should  be  added  up  at  the  bottom  of  each  page,  and 
the  total  carried  forward  till  the  end  of  a  month  when  it 
should  be  ruled  off  and  carried  into  the  General  Cash  Book, 
and  from  there  posted  to  a  Petty  Cash  Account  in  the 
Ledger. 

When  stock  is  taken,  and  a  Profit  and  Loss  Account 
made  out,  an  analysis  of  the  amount  spent  through  Petty 
Cash  is  necessary,  and  should  be  made  under  the  same 
headings  as  will  be  found  in  the  Abstract  Book.  The  Petty 
Cash  Account  in  the  Ledger  should  then  bo  closed  by  trans- 
ferring the  different  parts  to  the  account  to  which  each 
properly  belongs.  This  is  the  method  which  will  be  found 
most  generally  convenient,  but  if  necessary  the  amount  can 
be  analysed  every  month  and  the  details  entered  in  the 
Cash  Book,  and  posted  direct  to  the  proper  account  in  the 
Ledger,  instead  of  first  being  posted  to  a  Petty  Cash 
Account  and  afterwards  divided.  When  anj  accounts  are 
paid  through  Petty  Cash  after  they  have  been  placed  to  the 
credit  of  a  personal  account  in  the  Ledger  it  is 
necessary  to  enter  those  specially  in  the  Cash  Book  at  the 
end  of  a  month.  Of  course,  there  are  other  ways  in  which 
it  might  be  dealt  with,  as  for  instance  by  a  journal  entry, 
but  however  it  is  done,  and  the  entry  in  the  Cash  Book  is 
much  to  be  preferred,  it  should  be  done  at  once  and  not 
left  to  the  end  of  a  year  or  half  year,  as  it  is  essential  to 
have  the  personaraccounts  posted  up  frequently  in  order  to 
show  exactly  the  correct  amounts  owing  to  or  by  any 
person,  and  this  can  not  be  done  if  anything  is  hidden  iiway 
m  the  Petty  Cash  Account.  Such  payments  as  these 
should  not  be  entered  through  the  Petty  Cash  Book  at  all  if  it 
can  be  avoided,  as  it  is  much  better  to  enter  them  at  once 
in  the  General  Cash  Book  under  the  date  on  which  they 
were  actually  paid. 

The  Petty  Cash  Book  should  be  examined  at  short 
intervals  as  the  items  it  contains  are  often  so  small  as  not 
to  be  capable  of  being  vouched  in  the  usual  way,  and  a 
careful  examination  of  each  payment  to  see  what  it  is  for 
and  when  it  was  made  is  generally  the  only  means  of  testing 
Its  accuracy.  It  should  not,  therefore,  be  left  to  an  auditor 
to  check,  as  though  of  cour&e  it  would  be  his  duty  to  look 
carefully  over  it  to  see  that  the  items  were  such  as  might 
reasonably  be  expected  to  appear  in  such  a  book,  and  that 
vouchers  are  produced  where  possible,  it  requires  somebody 
with  a  knowledge  of  what  has  actually  been  going  on  in  the 
ofiice  or  brewery  to  check  it  properly,  and  the  checking 
should  be  done  whilst  the  transactions  are  fresh  in  every- 
body's mind. 

An  illustration  of  a  page  in  the  Petty  Cash  Book  is  given 
at  the  end  of  this  article,  and  also  a  form  in  which  to  keep 
the  Bills  Payable  Book  and  the  Bills  Receivable  Book.  A 
whole  volume  might  easily  be  written  on  the  subject  of 
Bills  of  Exchange  their  advantages  and  disadvantages,  and 
the  liabilities  connected  with  their  use,  but  it  will  be  sufii- 
cient  for  the  present  purpose  to  indicate  what  record 
should  be  kept  of  them  in  the  books  of  an  ordinary  firm  of 
brewers.    Almost  any  stationer  will  keep  in  stock  the  books 


necessary  for  the  purpose,  and  though  they  vill  not  &l7r> 
be  ruled  to  contain  exactly  the  same  infonnation  there  r. 
not  be  much  difference  in  them.  They  are  often  amn;'. 
so  as  to  contain  Bills  Payable  at  one  end  of  the  booL  n 
Bills  Receivable  at  the  other  end,  and  this  is  a  iottr>  < 
convenient  plan  where  the  number  of  bill  transactions  hi: 
great. 

To  deal  first  of  all  with  the  Bills  Payable  Book,  Wtt . 
bill  is  received  for  acceptance  it  should  at  once  be  e&ir:t. 
in  the  Bills  Payable  Book,  and  should  be  numbercc  c 
secutively,  as  shown  in  tne  first  column.  The  second  coi:i. 
should  contain  the  date  when  the  bill  is  accepted,  uid  l:  i 
third  column  the  name  of  the  person  or  firm  to  whom  ii  > 
paid.     The  fourth  column  is  for  the  Ledger  folio  and  •:' 
to  be  filled  up  until  afterwards,  when  we  come  to  po:  u 
amount  into  the  Ledger  to  the  debit  of  those  who  rt-^. 
the  bill,  usually  the  drawers.    Then  follow  columns  fcr  .- 
amount,  the  date  upon  which  the  bill  is  drawn,  the ::: 
the  due  date,  and  the  place  at  which  the  bill  falls  die  r.  > 
to  be  met.    The  only  remaining  column  is  for  any  rea- 
that  may  be  necessary  in  special  cases.    When  the  cntn 
the  Bill  Book  has  been  made,  and  the  bill  duly  ar>; 
and  retAmed,  the  amount  is  to  be  posted  into  the  Lc-:..: 
the  debit,  as  we  said  before,  of  the  person  or  firm  to  «- 
it  is  paid.  At  the  end  of  a  month,  or  a  quarter, or atth;  • 
of  a  half  year,  if  the  entries  aro  not  numerous,  th^'-^- - 
amount  is  tn   be  posted  to  the  credit  of  a  BilU  P^;- 
Account  in  the  Ledger.    When  a  bill  falls  due  a»i  'i\-' 
the  amount  is  passed  through  the  Cash  Book  by  ; 
entered  on  the  credit  side  in  the  Bank  column  as  "  ^ 
Payable  No.  1,"  or  as  the  case  may  be,  and  is  posted  :«■  - 
debit  of  the  Bills  Payable  Account  inthel^^.^;- 
when  all  the  bills  are  met  that  account  is  balancrii^-'^^ 
before.    If  by  any  chance  or  for  any  reason  the  te-  '^'* 
met  when  it  falls  due  the  entry  in  the  Cash  Book  Li-  • 
made  just  the  same,  but  instead  of  the  amount  &eif  V> 
into   the   Bank  column  it  must  be  put  into  tbt  ^--^ 
column,  and  entered  on  the  debit  side  as  well &sie<-'^'' 
from  the  holder  of  the  Bill,  and  must  be  posted  to  a-y^ 
in  the  Ledger  so  that  the  original  entry  in  the  Bui  }>f  ' 
practically  reversed.    If  another  bill  is  given  in  ttu^- 
must  be  entered  in  the  Bill  Book  just  the  same  Asiii'  • 
a  new  bill,  and  an  entry  must  be  made  in  the  Abstrtf' -• 
to  credit  the  drawer  with  the  amount  which  will,  if  •- 
be  charged  by  way  of  expenses  on  the  old  bill  and  is'.-- 
on  the  amount. 

The  Bills  Receivable  Book    is  kept  in  much  the  vi 
way  as  the  Bills  Payable  Book,  except  that,  of  co:.r< 
amounts  are  posted  in  the  Ledger  to  the  credit^^ 
persons  from  whom  the  billiis  received,  and  to  the  >: 
a  Bills  Receivable  Account.    The  amount  is  passei  i - 
the  Cash  Book  when  the  Bill  is  discounted,  or,  ii  i'  ' 
discounted,  when  it  falls  due.     It  is  entered  ontb^ 
side  as  "  Bills  Receivable  No.  1,"  or  whatever  th€  r^ 
is,  and  is  entered  in  the  Bank  Column  or  the  House  >^< 
according  to  circumstances,  just  as  if  it  were  an  i^- 
received  in  cash  in  the  ordinary  way.    If  the  bill  is  Q- 
at  maturity,  but  is  returned  unpaid  with  the  cxpe'^ 
noting,  as  bills  unfortunately  sometimes  are,  the  faiU 
of  the  bill  an(i  expenses  should  be  entered  as  receive: 
from  the  Bank  or  whoever  it  may  be,  and  as  paid  r- 
the  customer  who  ought  to  have  met  the  bill,  and  ;^ 
debited  with  the  full  amount  when  the  item  is  pt^'^'- 
Ledger.    If  it  is  from  the  Bank  that  the  Bill  is  r. 
back  then  the  entry  required  will,  of  course,  be  onlf 
credit  side  of  the  Cash  Book  in  the  Bank  CcIuil: 
customer's  name ;  but  Bills  are  sometimes  paid  t^^K- 
wise  than  into  the  Bank,  in  which  case  anentrr 
sides  of  the  Cash  Book  in  the  House  Column  is  n^^^' 
the  entry  on  the  debit  side  being  in  the  name  of  (h<  K 
to  whom  the  bill  was  paid  and  by  whom  it  is  thei^^ 
returned. 
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In  passing  on  to  the  more  pjonoral  part  of  oar  subject,  nnd 
entering  upon  a  description  f»f  the  b.xjks  of  account,  wliich 
are  more  or   lehs   cuininon    to  all    tra<h's   aiitl   caliin;-.   a^ 
distinguished  fromtiie  teclmical  books  wliicii  vary  wi.h  e\cry 
business,  and  even  more  or  loss  with  every  (iitf''rcnt  concern, 
according  to  the  nature  of  its  coiniertions  and  to  thedep  ut- 
ment  ot  the  particular  trade  \\ith  which  it  ino-*t  connects 
itself,  in  passing  to  this  more  general  j)art  of  the  >iibj(it  of 
brewers*  book-keeping,  something  should  be  said  abt»'it  the 
principles  of  all  book-kee])ing.  and  especially  as  to  the  relative 
advantages  of  sintrle  and  double  entry.     It  almost  seems 
now-a-days  as  if  the  sin^^le  entry  syst(;ni  ha<l  ct•a>^cd  to  exist, 
and  as  if  all  ef!ieient  brjok-keeping  were  ('ouble  entry  in 
some  form  ;  or  perhaps  after  all  it  vvouUl  l)i;  more  correct 
to  say  that  the  boundary  line  bi'tween  the  two  systtMiis  has 
moved,  and  that  single  entry  has   been  driven   altogj-LJier 
outside  the  limits  of  scir'ntiti^'  book-keeping,  if  it  were  ever 
within  them.      The    ineflieieney  of   single   entry  has  been 
recognised  to  such  an  extent  by  all  who  have  the  slightest 
pretence  to  authority  on   such  a  ma'ter,  that  even  ihor^e 
who  have  at  any  time  for  oik*  rea-on  or  anotiier  he.-.itat(.'d  to 
recoiwmend   or   to  a(b)]'>t   the   usiial   (hvable   entry  plan  of 
dividing  the  Profit  and  J.o>s  Account  into  parts,  and  having 
a  ledger  account  to  corresj)ond  with  each  part,  have  never- 
theless devised,  as  a  sort  of  compron.i>«e,  a  ]>lan  by  which 
a  single  account  might  be  kept,  call  it  Trade  Account,  or 
Proht  and  Loss  Account,  or  what  you  like,  so  that  by  simply 
adding  up  the  totals  of  the  Day  IJook  and  tiie  Invoice  liook — 
in   other  words  of  tlie   sales  and  ])urchases — it  might  be 
possible  to  hav(5  the  advantages  of  a  balance,  and  tberefore, 
to  a  limited  extent,  the  ad\antages  of  double  entry,  at  the 
cost  of  the  smallest  possible  expi-nditure  of  time  and  labour, 
scarcely  more  in  fact  than  would  be  ref]uir(Nl  by  the  baldest 
system  of  single  entry.     In  opening  a  set   of  books,  as  tlie 
writer  has  many  times  done,  for  those  who  have  not  pre- 
viously had  any  practical  experience  of  how  to  keep  books 
in  a  systematic  manner  at  all,  but  who  have  no  alternative 
but  either  to  keep  the  books  themselves  or  do  witliout  them 
through  not  being  able  to  afford  the  expense  of  a  competent 
book-keeper,  it  lias  always  been  found  better  to   adopt  a 
system  of  double  entry  in  its  more  or  less  detailed  form. 
For  instance,  it  is  easier  we  think  to  make  an  inexperi«;i'-«Ml 
person  understand  that  all  amounts  paid   awav  for  v  :'•:.  ^ 
have  to  be  posted  to  a  "  Wages"  account,  that  all  dis-  »:i!its 
and  allowances  have  to  be  posted  to  a  "Discounts  and  Allow- 
ances "  account,  all  purchases  and  exf»enses  to  a  "  Purili  ises 
and  Expenses  "  account,  and  all  sale /to  a  "  Sales  "  account 
and  so  on.  than  to  make  it  clear  to  him  why  they  should  all 
be  posted  to  a  single  account  under  the  head  of  *'  Trade"  or 
••  Profit  and  Loss,"  where  everything  is  huddled  to;^'ether  in 
a  more  or  less  disorderly  manner.     The  fact  of  a  little  more 
work  being  required  at  balancing  time  so  as  to  bring  all 
amounts    together    in    one    account,   before    carrying  the 
amount  of  Profit  or  Loss  to  the  credit,  or  debit,  of  Capital, 
is  little  or  no  drawback  to  this  plan;  as  to  a  professional 
accountant,  if  such  were  employed  to  make  up  and  balance 
the  books  the  extra  work  would  be  very  slight,  and  would 
very  likely  be   more   than    counterbalanced    by    tlie  time 
saved  through  finding  that  the  books  had  been  kept  so  much 
more  correctly  and  in  so  much  better  order,  owing  to  what 
wo  venture  to  think  is  the  greater  clearness  with  which  the 
right  idea  would  have  been  grasped  by  his  client ;  and  if  on 
the  other  hand  a  professional  accountant  were  not  employed, 
except  perhaps  on  the  first  occasion,  an  inexperienced  man 
would  probably  not  feel  any  addition  to  his  difhculties,  if  he 
had  to  close  the  books  in  the  one  way  rather  than  the  other. 

On  the  whole  then  we  incline  not  only  to  double  entry, 
but  to  a  more  or  less  detailed  system  of  double  entry  as 
being  suitable  for  all  occasions,  and  should  not  on  any  account 
recommend  the  adoption  of  sini^de  entry,  even  if  the  alterna- 
tive were  only  to  take  the  totals  of'  the  Day  hook  and 
Invoice  Book,  and  thus  arrive  at  a  balance  on  what  would 


cf'rtainly  be   the   double  entry   principle,  but  in  it-  - 
elementary  and  unsatisfactory  form. 

Tiiou^h'wj  shall  have  to  deal  with  the  Jonn.:;. .  • 
when  wo   come   to  con;>idt»r  it  in  its  projHir  or,..:.:. 
system  we  arc  recominendinji  it  seems  dc>-irci.'.»' t' ^ 
word  about  that  book  here  in  exi)lanation  of  th..  ,'.. 
position  we  purpose  assigning  to  it  in  ourschtTiit".    i;. 
bookkicper«>  and  accountants  tlie  Journal  is  cei.-  ;  :•. 
very  back-bone  of  double  entry  bookkeeping,  a:..l  ■ . 
haiuls  it  assumes  an  importance  which  we  lii  vX  > 
l)eyon  I  what   its  proper  fimctions  would  allow.    I.  ; 
opinu^n,  every  entry  that  can  possibly  be  pi>M-:  : 
the  Journal  should  be  so  treated,  in  our  opinion  no.  i :-.. 
be  m.uie  in  the  Journal  if  it  can  possibly  be  iiu;^:    • 
any  other  book.     It  is  the  custom  with  some  p'  ■;  • 
entries  cannot  be  conveniently  put  into  the  Juj;l..  .' 
lirst  place — as  for  instance  in  the  case  of  ea=^h  rt.  t.-. 
paymeULS — to  make  a  kind  of  explanatory;  ari"!  ?i;' 
one-sided  entry  at  the  end  of  a  month.  Thiswe>tri'i. . 
our  leaders  not  to  do,  but  to  he  content  to  have  t'.. 
kept,  if  at  all,  for  entries  which  cannot  in  tli'..  :.." 
contained  with*i>ropriety  in  any  other  book.    A:.i  ;->• 
entrii.^  of  this  nature,  transfers  from  one  I^^^rA 
to  another  will  be  most  frequent,  and  such  U..>"  • 
(^ccur  «:enerallv  at  the  end  of  a  half  vcar  or  vtar,  : 
balancing  period,  wlien  it   is  necessary  to  i.m.j.. 
account   the  balances   of   several  other   accduns 
then,   when  time   is   an  object,   many    good  .-i^ 
content   themselves    with  indicating  the  trai.-t  - 
Ledj^er  only,  but  it  does  undoulrtedly  give  a  r.  «  " 
system  of  bookkeeping  to  use  the  Journal  on  sucl;  v' 
as  these. 

It   must    be    remembered    that    we    are   -r  -•  • 
spci.ially  with  reference  to  the  requirements  <■'' 
brewer.     In  largo  concerns,  with  many  brant:    • 
this  tra.le  or  any  other,  also  in  Railway  Accoiii.:  ' 
Accoints,  and  others  that  might  be  mention,  i  • 
'general  bookkeeping  consists  to  a  great  extiiit  !•    - 
together  transactions  which  take  phice  in  var.ou«'. 
country   and   under  other  circumstances  that  ii»."* . ' 
referre'l    to,    the    Journal    is  no    doubt  a  u^J: 
may  be  an  indisi>e usable  bock.     But  that  it  i^^  v.:  •  • 
part  of   an  ordinary  tradesman's  system  of  acci'-i:'-  • 
we  cannot  admit. 

We  think,  therefore,  that  tlie  totals  of  the  A."tr  "• 
the  Day  Book,  and  the  Returns  Book,  which  it  v 
are  parts  of  our  scheme,  are  much  better  p.^ii'-'-J- 
those  Books  into  the  Ledger,    than  made  the  -  • . 
entries  in  the  Journal. 

At  the  end  of  this  article  will  be  found  an  ilr  * 
how  the  invoices  should   bo   kept  in  a  (iii.ard  i' 
folded  so  that  the  name  on  each  is  clearly  visi'jlt.    »' 
have  something  to  say'on  this  part  of  the  siibj-'Lii;-^' 
in  connection  with  the  Abstract  Book,  of  which  • 
then  give   a  specimen,    and    show  how  the  ai 
invoices  are  to  be  dealt  with  on  their  way  to  t;.f 
where  each  has  to  be  posted  twice,  once  in  thu ' 
credit  to  the  persons  supplying  goods,  and  once  a> '  ^ 
larger  debit  which  will  ultimately  find  its  way  u  tf  • 
and  Loss  Account. 


INVOICE  BOOK. 


No. 


Fo.ai 


7V)  the  FuKDKUicK  St.  Malting  Co.,  Lti>.  l^^ 

1  January  1st,  Ififtt.  J, 

To  Samuel  Bkown,  JUr. 

2  January  3rd,  18K4. 

To  Uknuy  James,  Dr. 

3  January  oth,  ISSl. 


I 


October  1,  1831. 
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ti 


»» 


♦» 


3o  the  Executors  of  the  late  B.  Ellis,  Dr. 
i    January  29th,  1884. 

To  Edwix  Jackson,  Dr. 
5__Febriiar;^6th,  1884.  _     _ 

To  Thomas  Adams,  Dr. 
5_  February^Bth,  188  k 

To  William  Williams,  Dr. 
J_  February  12,  1884. 

To  Hekbkrt  Wade,  Dr. 
^_  February  15th,  1884. 

To  Vkiinon  IIampson,  Dr. 
)     Felmiary  2;^>r(l,  lvS84. 

To  Brown  &  Black,  Dr. 

0  :\Iarch  1st,  1884.  _        

To  Samuel  Bkown,  Dr. 

1  March  10th,  1884. 


100    0_0 

_28_18  _G 

4  IB     2 

2  134 

1     0    ( 


»» 


)t 


»» 


To  John  Bi:ll,  Dr. 

2  ^larch  10th,  1884.  

To  tlie  Frederick  St.  Malting  Co.,  Ltd.  Dr. 

3  Marcl^l9th,J884.  

To  James  Kitchen,  Dr. 

4  :\rarch  19th,  1884. 

To  Edward  Brook  &  Son,  Dr. 

5  March  2Gth^l884. ,, 

TcTWalter  Ed\vards,  Dr, 
J  :Mar(,h  2r)th,  1884.  m 


j» 


»» 


»» 


G.-3  0  0 
5  18  8 
21  10_G 
40  0  0 
97_  3  0 
80  10    0 


jn8     0    0 
60    0    0 


~~  To  John  Bi:ll,  Dr. 

7  mrch  31st^884. 

To  James  Milne,  Dr. 
^  March  81st,  1884. 


»» 


45    0    0 


To  Samuel  Butierworth,  Dr. 

}  :srarch  31st,  1884^ 

:/ (7W.~T.  Bostock,  bJ\' 
\  :Nrarch  31st,  1884. 


»f 


l-MO^O 

221  10    0 

3     8    9 


The  first  thing  to  be  done  with  an  invoice  when  it  is 
r-cive.l  is  to  chuck  it,  and  not  only  to  chuck  it  hut  to  mark 
in  s  icli  a  way  as  to  sliow  that  it  has  hctii  cnt'ckud  and  hy 
loin.  The  roods  chiu-gcd  for  sliould  ho  coini):nvd  Nvith 
e  record  of  those  ordered  and  dcli\crcd.  To  onahJc  this 
i>e  done  thoroughly  a  hook  of  forms  shoukl  In'  provided 
.-ortleis  given  out,  and  a  counterfoil  of  each  blioiiM  he 
pt.     When  the  goods  arc  received  into  the  hreN\ery,  a  note 

the  faet  &houhl  be  made  upon  the  counterfoil  of  the 
Itr,  which  should  also  he  made  to  show  by  wliom  the 
Oils  were  received.  If  this  counterfoil  is  again  marked  otl 
ji.'U  the  hivoice  is  checked  with  it,  there  will  he  no 
lioulty  at  any  time  in  finding  out  what  invoices  arc  still 
[uirrd  to  make  the  books  contain  a  full  statement  of 
uilities.  When  the  invoices  have  been  thus  carefully 
iiiiined,  not  omitting  the  price,  the  calculations,  and  the 
litions,  tliey  should  be  handed  to  a  principal  who  sliould 
k  carefully  to  see  that  everything  necessary  to  ascertain 
ir  correctness  has  been  done,  and  if  he  is  satisfied  after 
,t,  and  has  no  objrH'tion  to  make  to  the  qi;ality  of  the 
xls   supplied,  or  to  the  price,  and  has  no  claim  to  make 

latcj  delivery  or  otherwise,  he  sliould  finally  pass  the 
c> Lints  as  correct  and  put  his  initials  to  them. 

"iji»  invoices  are  now  ready  to  be  pa<^ted  into  the  Guard 
>k,  as  shown  in  our  illustration  iii  the  last  article,  in 
ic-Ji  our  readers  will  please  assume  that  there  is  lir.st  of  all 
•.)i:;n»u  for  the  consecutive  number,  then  the  invoice 
:f   \v;tli  th(?  d:ite  written  on  the  ft>ld,  then   a  column   for 

Al)->tia';t  Iio(;k  folio,  and  a  column  for  the  auioant.  J'hey 
:i  ..I  hi;  larefully  fohli-d  to  a.^  near  one  size  as  po>-d)le,  so 
I  t);'."  printed  name  c\!i  be  seen  on  each,  and  the  eon- 
.  :iv{.*    iriiulier.  the   date    and    tlio    amounts    slu-ald  be 

It  i  ill  Liie  sp;ice^  i)rovi>iid  for  the  purpo^.e.  It  i>,  as  a 
,   b.'ttcr  that  this  should  be  done  without  letting  invoices 


accumulate ;  but  by  some  firms  a  month's  invoices  are  all 
dealt  with  together.  There  is  no  objection  to  this  if  care  is 
taken  not  to  have  any  of  them  lost  or  mislaid,  and  when 
this  plan  is  adopted' it  is  useful  to  put  all  one  person's 
accounts  together,  and  to  paste  tiie  whole  of  the  mvoices 
into  the  Guard  Book  in  aljihabetical  order  for  the  month. 

The  next  step  is  to  enter  the  particulars  of  each  invoice 
into  an  Abstract  Book,  in  order  to  classify  each  item  of 
expenditure  according  to  the  details  required  for  the  Profit 
and  Loss  Account.  Unless  a  book  of  this  nature  is  used  it  is 
necessary  cither  to  post  each  of  the  items  into  the  Ledger 
twice,  once  to  the  tlehit  and  once  to  the  credit,  or  to  group 
them  in  some  other  manner  either  in  the  Invoice  Book  or 
elsewhere.  If  necessary  the  last  mentioned  book  could,  if 
properly  rule:l,  be  made  to  serve  the  purposes  of  an  Abstract 
Book,  by  letting  the  invoices  themselves  take  tlie  place  of 
the  seeuud  column  shown  in  the  form,  which  will  bo  found 
at  the  end  of  this  article,  but  the  use  of  an  Abstract  Book  is 
much  to  bo  preferred,  and  will  well  repay  the  additional 
time  and  troulde  re-niii-cd  for  writing  it  up.  The  headings 
we  have  suggested  will  probably  be  found  to  contain  pro- 
vision for  all  purchases  and  expenses,  and  to  be  the  most 
generally  u.;eful,  but  tiiey  can  be  added  to  as  desired  to  any 
extent,  or  they  may  be  varied  and  sub-divided  to  meet  the 
case  of  any  who  have  already  arranged  the  sub-heading  of 
their  Prolit  and  Loss  .Vccounts  in  a  different  manner.  In 
anv  case  it  is  useful  to  have  one  or  two  extra  columns,  so 
that  they  may  be  headed  in  writing  when  it  is  required  to 
post  to  the  debit  of  an  a'jcount  out  of  the  ordinary 
course. 

We  may  call  the  attention  of  the  student  to  a  short  way 
of  posting  invoices,  which  may  be  of  advantage  in  cases  of 
emergency.  All  that  is  required  is  that  the  in\x)ice3  should 
be  pasted  into  a  Guard  Book  provided  with  a  Ledger  folio 
and  a  money  column,  and  that  they  should  have  on  the 
outside  fold  the  name  of  the  account  they  are  to  bo  charged 
to  instead  of  the;  date.  The  amount  of  each  invoice  is  then 
posted  direct  from  the  Invoice  Book  to  the  credit  of  the 
proper  pel  sons,  and  the  column  is  added  up,  and  the 
amount  carried  forward  to  the  end  of  a  month.  The  total 
will  then,  of  course,  be  the  total  purchases  and  expenses  for 
the  month,  and  we  now  only  want  to  know  how  much  of 
tliit  total  is  to  be  posted  to  the  debit  of  each  of  the  accounts 
represented  by  the  headings  of  the  Abstract  Book.  To  find 
out  these  anuvants  we  go  through  the  month's  invoices,  and 
take  or.t  on  a  rough  sheet  of  paper  for  each  account 
separately  the  amounts  of  invoices  which  we  have  already 
marked  as  belonging  tti  that  particular  account,  and  when 
we  have  so  got  out  each  amount,  and  ascertained  that  the 
total  corresponds  with  the  total  purchases  and  expenses  for 
the  month,  we  write  out  the  summary  at  the  end  of  the 
montli  in  the  Invoice  Book,  and  post  each  amount  to  the 
debit  of  its  proper  Ledger  Account.  The  summary  will  take 
the  fo. lowing  for»u  : — 

Malt,  Led.  281,  £207  18s.  (k\. 

Hops,  „     241,  i- 142  10s.  Od. 

Miscellaneous  Purchases,      ,,     2'51,      £4  13s.  2d. 
and  so  on  until  the  total  is  reached. 

It  will  be  observed  that  m  the  specimen  Abstract  Book 
given,  the  total  is  not  made  up  until  the  end  of  a  quarter. 
This  has  only  been  done  for  convenience,  and  should  not  bo 
followed  cxcej^t  where  the  number  of  invoices  for  a  quarter  is 
very  small.  Jt  is  better  to  rule  off  anrl  post  the  totals,  in 
concerns  of  any  magnitude,  once  a  month.  '  The  student 
will  note  that  the  tot;il  of  all  the  columns  to  the  right  of  the 
Ledver  Folio,  is  the  same  as  the  total  of  the  first  column, 
anil  if  this  were  nc>t  so  it  would  be  a  si;'n  that  something 
Wa  i  v.rOiig.  if  any  one  invoiee  contains  items  which  it  is 
nr  jessary  to  ch.irue  to  (litTrr.-nt  parts  of  the  I'rotit  and  Loss 
Accoiiit.  ,"11  til  il  i-.  required  is  to  place  each  part  under  its 
pi-oicr  lir-idiuL'  in  the  Absti-act  Book,  according  to  the  plan 
a'l'i':-.'!  in  d»  aiin^  with  in\oices  9,  11,  IG,  and  19,  in  the 
dlustraiion. 
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It  will  be  clear  ta  everyone  that  the  itoma  ot  expcLct:.-' 
contained  in  the  lost  ftve  colnnms  are  diOerent  is  :.  • 
nature  from  those  contained  in  the  other  column!.  '. 
forma  whieli  aro  liewleil "  Bnildings."  "  Plant  eaiA  I"  in.-  ■ 
"ITiir-!Os"  "Drays"  and  "CaBts,"  rcspectivelr,  arc  ton - 
i>s]iriiilituro  oil  t'apital  Account,  and  as  siirh  eip':'i  ' 
will  have  to  be  partly  token  aa  an  asset,  when  a  i"  . 
sbcot  Ib  made  out  it  ia  ver;  important  to  Bee  ttiu  ■■i'- 
amount  entered  in  any  of  these  five  columnE  reprcsen:^  :■■■ 
and  additional  property,  and  is  not  merely  for  reru  ■ 
tencnal  of  old  and  worn  out  plant  and  tools,  though  m  •  - 
eases  of  replacement  it  may  be  proper  to  divide  th.'  .-r 
cost  between  Capital  and  RcTenue.  Aa  to  the  port  v..: 
not  to  be  taken  as  an  asset,  hut  to  bo  charged  to  Pri.r.i  .- 
LoH'i,  and  the  method  of  arriving  at  the  amount  prop-i.' 
so  cliarsed,  wo  shall  have  more  to  say  when  discus.-!:;;  ■. 
Stock. taking,  and  the  preparation  of  Balance  Sbct:  i' 
Profit  and  I.oas  Account,  and  we  only  referred  to  tti- :-" 
of  the  subject  now  in  order  to  point  oat  the  great  im[c::i: 
of  a  careful  and  correct  cl ass ifi cation. 
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rHE  ^ ^ACCOUNTANT"  FEINTING  WORKS. 


HEAD  OFFICES: 


Sf.  Stephens  Chambers,   Telegraph  Street,  London,  E.C. 


yf ESSES.  GEE  &  Co.,  Printers  and  Publishers  of  the  "Accountant,"  the 
*' Accountants'  Students'  Journal,",  and  the  *' Accountants'  Diary  and 
)iRECT0RY,"  beg  respectfully  to  draw  the  attention  of  Chartered  Accountants  and 
thers  to  their  special  facilities  for  the  execution  of  every  class  of  Letterpress  and 
jithographic  Printing  connected  with  the  profession  of  Accountancy  and  the 
usiness  of  Mercantile  Houses. 


etter press  and   Lithographic  Printing  executed 

with   neatness  and  dispatch. 


notices  of  meeting,    \ 


statements  OF  AFFAIRS, 
DIVIDEND   NOTICES. 


( 


CIRCULARS, 


■      AT  A  FBW  HOURS'  NOTICE,     -j  PROOFS     OF     DEBT, 

'notices    to    CREDITORS, 


ESTIMATES   FDRHISHED   FOR   EVERY   DESCRIPTIOR   OF    PRIHTIHG   BY   RETDRU   OF   POST. 


lospectuses. 

lticles  of  association. 

ireements. 

:ports. 


CATALOGUES. 

PRICES    CURRENT. 

RECEIPT    FORMS. 

NOTE    AND    LETTER   HEADINGS. 


PAMPHLETS. 
MEMORANDUMS. 
INVOICES. 
CARDS,  &c.,  &c 


Orders  from  the  Country  must  be  accompanied  by  a  London  Reference. 


SE  &  Co.,  Printers  &  Publishers,  St.  Stephen's  Chambers,  Telegraph  Street, 
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Institute  0f  €hBXttnh  ^tcornitatrts. 


SUBJECTS  FOR  PRELIMINARY  EXAMINATION,  Ist,  2nd,  and  3rd  December,  1881 

Mnnno  /,<>  Pv<imi«o4^i/«»  .     f  Ist  and  2ncl  Days  -10  to  12—2  to  4—4.30  to  6. 
Hours  of  Examination:- 1 3^  Day-10  to  12-2  to  4. 


1. — Writing  from  dictation. 

2. — Writing  a  short  English  composition. 

3. — Arithmetic. 

4. — Algebra,  to  Quadratic  Equations  (inclusive). 


5. — Euclid  (the  first  four  books). 

0. — Geography — The  British  Isles,  and  Russi*. 

7.— History  of  England— 1485— 1603. 

8. — Latin  Elementary. 


9.— And  in  any  two  of  the  following  subjects,  one  of  which,  at  least,  must  be  a  language,  to  be  selected  bjr. 
Candidate  :—(l)  Latin  ;  (2)  Greek,  Ancient ;  (8)  French  ;  (4)  German ;  (5)  Physics  ;  (0)  Chemistr>' ;  (7)  Animal  Phy>kv^^ 
(8)  Electricity,  Magnetism,  Light  and  Heat ;  (9)  Geology  ;  (10)  Higher  Mathematics. 

The  following  Books  have  been  selected  for  the  Examination  of  Candidates  in  the  option&i 
subjects  of  the  Preliminary   Examination,  to  be  held   in   December,  1884:— 


1. —  Latin.    Virgil  Aen.  XII. 

3. — Greek.    Xenophon  Anabasis  II. 
*3. — French.    No  special  book. 
•4. — German.    No  special  book 

5. — Physics.    The  elements  oi  Mechanics, 
Hydrostatics,  and  Pneumatics. 


6. — Chemistry.    The  principal  elements  anJ  tH^ 

more  important  inorganic  compoands. 
7. — Animal  Physiology. 
8. — Electricity,  Magnetism^  Light  and  Hec*. 
9. — Geology. 


10. — Higher  Mathematics.     Algebra,  Trigonometry  tx.«d  the  first  six  books  of  Euclid,  or  the  subjects  there-:^ 
Books  Recommended. -Epochs  of  Modern  History  (Longmans).    5.  Magnus's  Mechanics  and  HriT^'-' ' 
(Longmans,  1/6).     Lodge's  Mechanics  (Chambers,  3/-).    6.  Poscoe's  Lessons  I,  to  XXV.  (Macmillan,  4;C).  ^X-' 
Physiology  (Macmil Ian,  4/G).   8.  Balfour  Stewart's  Physics  (Macmillan,  4/6).  10.  Hamblin  Smith's  Algebra  (K.^r ' 
3/-.)    Todhunter's  Trigonometry  (^lacmillan,  5/-). 

*  The  examination  in  French  and  German  will  consist  of  the  translation  of  easy  passages  from  those  languiff^-- 
English,  questions  in  Granunar,  and  translation  of  single  sentences  from  English  into  French  or  German. 


SUBJECTS  FOR 


(  INTERMEDIATE  EXAMINATION,  8th,  9th  December,  1884. 
FINAL    EXAMINATION,    AND    EXAMINATION    EQUIVALENT  TO  TE 
FINAL,  15th,  16th,  and  17th  December,  1884. 


Subjects  for 
Intermediate 
Examination. 


1 


1. 

2. 
3. 
4. 
5. 
6. 
7. 
8. 


Hours  of  Examination :— 11  to  1—2.30  to  4.30. 

Book-keeping  and  Accounts. 

Auditing. 

The  adjustment  of  Partnership  and  Executorship  Accounts. 

The  rights  and  duties  of  Liquidators,  Trustees  and  Receivers. 

The  principles  of  the  law  of  Bankruptcy. 

The  principles  of  the  law  relating  to  Joint  Stock  Companies. 

The  principles  of  ^lercantile  Law. 

The  principles  of  the  law  of  Arbitrations  and  Awards. 


The  following  Books  on  the  subjects  of  the  Intermediate  and  Final  Examinations  are  recoxzixnended  to  Std^' 

Pollock's  Digest  of  the  Law  of  Partnership,  Third  Edition,  (Stevens  &  Sons,  8/6). 

Ringwood  on  the  Principles  of  Bankruptcy,  Third  Edition,  (Stevens  &  Haynes,  10/0). 
f  Buckley  on  the  Companies'  Acts,  Fourth  Edition,  (Stevens  &  Haynes,  32/-,  or 
"l   Hurrell  and  Hyde  on  the  Law  of  Joint  Stock  Companies,  Clowes  &  Sons,  17/6). 

Slater  on  the  Principles  of  Mercantile  Law,  Gee  &  Co.,  7/G. 

Slater's  Epitome  of  the  Law  of  Arbitration  and  Awards,  Gee  &  Co.,  7/6. 

Walker's  Compcndmm  of  the  Law  of  Executors  and  Administrators,  (Stevens  &  Haynes,  21,'-). 
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>pENiNa  addresses  have  been  delivered  in  connection 
,li  the  Manchester  and  Nottingham  Societies,  both  of 
ich,  through  want  of  space,  we  have  been  compelled  to 
d  over  until  our  next  issue.  That  of  the  former,  by*  the 
^sident  of  the  Society,  Mr.  C.  R.  Trevor,  F.C.A.,  will  be 
d  with  great  interest.  Mr.  Robert  Mellors,  F.C.A.,  the 
sidont  of  the  Nottingham  Society,  delivered  the  address 
bat  body,  after  which  a  paper  on  the  Listitute  Examina- 
s  v^as  read  by  Mr.  A.  C.  Boumer,  A.G.A.,  the  Honorary 
rctary.         __^^.^_^^^^__^^^^^ 

EXAMINATIONS. 

7  our  last  month's  issue  we  referred  to  the  subject  of 
xiinations,  and  how  to  read  for  them.  There  is  generally 
iT'y  great  amount  of  unnecessary  labour  spent  upon  the 
•^.ration  for  an  examination,  luid  much  valuable  time  is 
vvn  away  without  any  adequate  result.  This  arises  from 
.zit  of  knowing  how  to  read  to  advantage ;  for  there  is  a 
iorf ul  difference  between  reading  a  work  of  fiction  and  a 
on  law.  In  the  one  case  we  read  for  the  purpose  of  relaxa- 


tion, in  the  other  we  certainly  should  not  give  the  mattes  ft 
moment's  consideration  unless  we  had  an  object  in  view. 
In  the  one  case  it  is  a  pleasure,  in  the  other  it  is  meet 
frequently  a  painful  duty.  The  mistake  that  some  student! 
make  is  to  read  both  the  work  of  fiction  and  the  work  on 
law  in  the  same  careless  fashion,  and  there  is  no  doabt» 
whatever  that  general  reading  does  beget  carelessness.  It 
is,  therefore,  by  no  means  easy  to  get  oat  of  this  oarelew 
groove,  but  at  the  same  time  it  is  absolutely  necessary  to  do 
so  if  success  is  what  is  aimed  at.  Now,  the  only  way  to 
read  for  an  examination  is  to  do  so  with  a  firm  determina- 
tion to  study,  and  not  simply  read 'the  subject  in  hand. 
Take  Buckley  on  €k>mpanies  as  an  example  of  the  diffioalties 
to  be  overcome,  and  any  student  will  see  that  it  is  not  a 
book  to  be  trifled  with,  or  lightly  passed  over.  Look  at  its 
size,  its  numerous  cases,  its  manifold  complications  of  law 
arising  from  conflicting  decisions,  and  the  various  Acts  all 
on  the  subject  of  companies  that  it  contains,  and  it  will  be 
at  once  patent  to  the  mind  that  it  is  not  a  book  that  a 
student  can  go  to  sleep  over,  or  expect  to  master  by  the 
spirit  of  inspiration.  It  requires  an  effort  even  to  under- 
stand the  plain  meaning  of  the  text,  not  to  speak  of  the 
technical  law  terms  that  the  book  contains.  Now,  it  wou?d 
be  foolish  to  rash  through  a  book  of  this  importance  without 
understanding,  and  without  reflection,  just  lor  the  purpose 
of  being  able  to  say  it  was  read.  It  is  generally  foond 
that  those  students  who  are  so  fond  of  boasting  that  they 
have  read  this  book  through  so  many  times,  and  are  half 
way  through  another,  and  who  have  only  been  reading  a  few 
weeks  are  usually  those  who  know  the  least  about  the 
subjects  they  imagined  that  they  were  reading.  Better  in 
every  way  to  read  the  subject  carefully  twice  and  know  it, 
than  to  read  it  carelessly  four  times,  and  when  examined 
find  that  a  confused  idea  is  all  that  yoa  have  to  give. 
Now  take  the  case  of  a  candidate  for  the  intermediate 
examination— one  of  the  sabjects  is  the  Rights  and 
Duties  of  Liquidators,  Trustees,  and  Receivers.  At 
first  sight  this  appears  a  very  easy  and  comfortable 
part  of  the  examination.  There  is  comparatively  only 
a  small  portion  of  company  law  that  deals  with  liquida- 
tors. The  duties  of  a  trustee  do  not  require  the  whole  of 
the  Bankruptcy  Act  to  define.  A  candidate  would  ask  him- 
self the  question  as  to  what  use  it  would  be  to  read  any- 
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thing  that  is  not  absolutely  necessary  to  enable  him  to  pass. 
Therefore,  he  will  doubtless  read  just  those  portions  of  each 
wprk  that  he  thinks  sufficient,  and  afterwards  find  out  that 
he  hafl  another  six  months'  work  to  do  before  the  rubicon 
has  been  passed  or  the  examiners  are  satisfied.  It  is 
perfectly  impossible  to  understand  the  duties  of  trustees  in 
bankruptcy,  or  of  liquidators  in  the  winding  up  of  a  com- 
pany, unless  the  student  has  a  knowledge  of  the  law 
applicable  to  each  case,  as  well  as  the  duties  appertaining 
to  each  of  the  officials  mentioned.  This  being  so,  the  only 
thing  for  the  student  is  to  make  up  his  mind  to  face  the 
position  instead  of  shirking  it.  Self-denial  has  to  be 
practised  in  order  to  pass  an  examination,  as  well  as  to 
pass  through  life  with  satisfaction  and  comfort,  and  there 
never  yet  was  a  case  in  which  it  failed  to  bring  its  reward. 
Let  the  student,  therefore,  begin  at  the  beginning  of  each 
subject  so  as  to  understand  it,  and  for  that  purpose 
endeavour  to  realise  m  his  own  mind  why  the  Act  was 
passed.  All  Acts  of  ParUament  have  an  object  in  view,  and 
in  order  to  realise  what  that  object  is  should  be  the  aim  of 
every  student.  He  may  not  be  able  to  do  so  all  at  once,  but 
careful  study  will  in  the  end  be  crowned  with  success. 
Having  once  grasped  the  why  and  the  wherefore  of  the  Act, 
it  will  be  very  much  easier  for  him  to  pass  his  examination, 
because  he  will  then  understand  what  he  is  reading,  and 
what  he  does  read  will  then  be  intelligible. 


Jttttns  to  lift  (&tiitax. 


EXECUTORSHIP  ACCOUNTS. 

To  the  Editor  of  the  Accountants*  Students*  Journal. 

SxB, — In  the  several  lectures  on  Executorship  Accounts 
which  have  been  reported  in  your  valuable  Journal,  figures, 
I  believe  have  been  kept  out.  I  think,  therefore,  you  would 
be  doing  a  service,  to  at  least  some  of  your  readers,  by 
inserting  a  model  set  of  accounts  with  explanatory  notes  in 
an  early  issue. 

Yours  truly, 

CLERK. 
fWe  contemplate  dealing  with  this  matter  in  the  future 
issues    of    The    Accountant. — Ed.    Accountants*    Students* 
Journal, 


INTEREST. 

To  the  EdUor  of  the  Accountants*  Students*  Journal, 

SiB, — My  attention  has  been  called  to  a  letter  signed 
"  O.G.L.*'  which  appeared  in  your  paper  of  1st  July  last, 
containing  questions  relating  to  my  lecture  on  this  subject 
given  in  May,  1883.  If  your  correspondent's  difficulties 
have  not  already  been  removed,  I  hope  the  followmg 
explanations  may  help  hun.  over  UieuL 


The  present  value  (P.)  of  an  annuity  is  the  prinoip&l  ki 
which,  invested  at  compound  interest  at  the  begiimm: : 
the  first  year  in  which  the  annuity  is  to  be  paid,  will  exar-j 
provide  the  annuity,  and  will  be  exhausted  when  the  i: 
payment  is  made. 

The  amount  (A.)  of  an  annuity  is  the  sum  which  rlix 
accumulated  by  investing  at  compound  interest  &.. 
payment  of  the  annuity  as  it  becomes  due,  until  tbe !«: 
payment  has  been  made. 

The  annual  payment  (a)  of  an  annuity  is  the  sum  to :« 
paid  each  year  in  one  or  more  instalments. 

The  rate  of  compound  interest  (r),  the  number  of  vsis 

(n),  and  the  number  of  times  per  year  (m)  at  which  Zi 

annuity  and  interest  are  to  be  paid,  require  no  explan»Ki 

In  the  expression 

r  X  P 


l-(l+r)-** 
-n  being  placed  higher  than  (1+r)  does  not  mean,  m  y^ 
correspondent  supposes,  that  n  is  to  be  subtracted  Lmi 
{1-l-r),  but  it  is  the  index  of  the  power  to  which  (l+r)Ei: 
be  raised  or 

.-      t— n  1 

^^■^'''  "  (l+r)(l+r)(l+r)..nUL= 

The  following  practical  example  will  make  theopen:^ 
quite  clear  to  any  one  understanding  the  use  of  logarithc^ 
If  P  =  1,000  r  =  4  per  cent,  or  .04         n  =  5 

.04x1000  log.       l.O4=.01TC3:cJ 

a    =    


1- (1.040 


-6 


40 


1  -  .821927 


40 


.178073 
224.6269 


-.OS)lt'. 


-5 


•  • 


log.  (1.04)"^  =1.51^ 


(1.04) 


-5 


=.ffl::^' 


Your  obedient  servant, 

HOWARD  S.  SMITH. 


THE  INSTITUTE  OP  CHARTERED  ACCOUNT^'^''-' 
IN  ENGLAND  AND  WALES. 


At  a  Meeting  of  the  CouncU  held  at  the  Offioeso^-; 
Institute,  3.  Copthall  Bmldings,  London,  £.0.,  on  u«^' 
October,  there  were  present,  Mr.  F.  Whinney,  Presidcii| 
the  chaijrt,  Messrs.  J.   H.  Blackburn,  H.  BoUand,  * 
Bolton,  T.  Browning,  E.  Carter,  W.  Cash.  D.  Of^;; 
A.  W.  Chalmers,  W.  N.  Fisher,  J.  G.  Griffiths,  B.  Oc^ 
C.  A.  Harrison,  G.  W.  Knox,  G.  B.  Monkhouse,  F.  >|f^; 
H.  G.  Nicholson,  E.  T.  Peirson,  J.  J.  SafEeiy,  T.  0.  if^- 
worth,  J,  H.  Tilly,  C.  H.  Wade,  W.  H.  Watson,  and  i 
Welton.  .  f 

The  Secretary  reported  that  in  an  action  brougnJ  d? 
H.  S.  Foster  against  the  Institute,  a  motion  \fi»^*^ 
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the  re-eleetion  of  Members  of  the  Council  at  the  last 
Annual  Meeting  on  the  ground  of  informality  in  the  pro- 
ceedings, was  heard  by  Mr  Justice  Chitty  on  the  8th  August 
and  was  dismissed  wth  costs. 

The  Secretary  reported  the  deaths  of  Mr.  George  Herbert 
Ladbury,  F.C.A.,  a  member  o|  the  Council,  09,  Cheap- 
side,  E.G.,  and  of  Mr.  Henry  Chatteris,  F.C.A.,  1,  Queen 
Victoria  Street,  E.C. 

Letters  were  read  from  Mr.  Edward  Gustavus  Clarke* 
F.C.A. ,  Bristol,  Mr.  Frederick  Gittins,  F.C.A.,  Liverpool, 
and  Mr.  Luke  Jesson  Sharpe,  F.C.A.,  Birmingham,  tendering 
renignation  of  their  Membership  on  their  appointment  as 
Ofiicial  Beceivers,  which  was  accepted  by  the  Council. 

The  resignation  of  the  following  Members  was  also 
accepttd : — 

Nelson,  Richard,  F.C.A..  16,  Basinghall  Street,  E.C. 

Parsons,  Samuel  Brazier,  A.C.A.,  16,  High  Street, 
Bristol. 

Hodgkins,  Ebenezer  Harris,  A.C.A.,  clerk  to  Chad- 
wicks,  Boardman  and  Co.,  Manchester. 

•    The  following  persons  have  ceased  to  be  Members  of  the 
Institute : — 

Prickett,  Thomas,  F.C.A.,  40,  Cheapside,  E.C. 

Walter.  Henry  John,  F.C.A.,  Pinner's  Hall,  Old  Broad 

Street,  E.G. 
Warwick,  Frederick,  P.C.A.,  25,  Bucklersbury,  E.C. 

Woodley,  Charles  Herbert,   A.G.A.,  1,  Guildhall  Cham- 
bers, E.C. 

Lamb,     Arthur   Henry,    A.C.A.,    1,    Princess     Street, 
Manchester. 

Leach,  Frederick,  A.G.A.,  42,   Kennedy    Street,   Man- 
chester. 

Porter,  William,  A.C.A.  Richmond  Chambers,  Blackburn 

Rodgers,  Frederick,  A.C.A.,  19,  Norfolk  Row,  Sheffield. 

Smith,  Bernard,  A.C.A. ,  Rutland  Chambers,  Sheffield. 

Clegg,  Edward,  F.C.A.,  Brinnington  liodge,  Stockport. 

The  following  applicants  were  admitted  Associates : — 

Champness,  Albert  Henry  Ernst,  76,  Coleman  Street, 

E.C. 
Davenport,  Percy  Payne,  121,  Colmore  row,  Birmingham. 

Mackintosh,  Francis  Henry,  14,  Imperial  Chambers  A, 
Colmore  Row,  Birmingham. 

Blakemore,  William  George,  clerk  to  Chrndler,  Pixley 
and  Co.,  24,  Moorgate  Street,  E.C 

Broomhead,  Charles  George,  clerk  to  G.   Broomhead,  9, 
Market  Hall  Chambers,  Chesterfield. 

Burton,  Edmund  Hamilton,  clerk  to  J.  and  J.  Sawyer, 
3,  Adelaide  Place,  E.C. 

Derbyshire,  Samuel  Patrick,  clerk  toT.  Leman,  1,  Grey- 
hound Street,  Nottingham. 

Heselton,  Robert  Thomson,  clerk  to  J.  A.  Heselton,  9, 
Market  Street,  Bradford. 

Plumb,   Albert  Algar,  clerk  to  Cash   and   Stone,    90, 
Cannon  Street,  E.G. 

Poirin,  Napoleon  Vincent  Phillipe,  clerk  to  J.  W.  Sully, 
78,  Queen  Victoria  Street,  E.C, 

Proctor,  George,  clerk  to  R.  Watson,  12,  Hargreaves 
Street,  Burnley. 

Turberville,  Alfred  Ernest,  clerk  to  J.  &  A.  W^.  Sully, 
78,  Queen  Victoria  Street,  E.C. 

White,  Robert,  clerk  to  J.  &  A.  W.   Sully,  78,  Queen 
Victoria  Street,  B.C. 

White,  William  Lewis,  clerk  to  J.  Dix  Lewis,  Ccesar  & 

Co.,  7,  Queen  Victoria  Street,  E.C. 
Wild,  Thomas  Frederick,  clerk  to  Chandler,  Pixloy  and 
•      Co.,  24,  Moorgate  Street,  E.C. 


TRADING  ACCOUNTS. 


BREWER.S.  — (Continued,) 

The  mode  of  using  the  Abstract  Book  then  is  shortly 
this  : — All  invoices  should  be  entered  and  classified.  The 
amounts  should  be  posted  from  the  first  money  column  at 
the  credit  of  Personal  Accounts  in  the  ledger,  and  the  totals 
of  each  money  column,  except  the  first,  should  be  posted  at 
the  end  of  every  month  to  the  debit  of  corresponding 
accounts  in  the  ledger. 

There  is  another  plan  which  wo  have  seen  adopted  in 
special  cases,  but  do  not  recommend  for  general  use  in 
ordinary  circumstances.  All  invoices  are  entered  and 
classified  and  posted  to  the  credit  of  Personal  Accounts  in 
the  ledger,  just  as  in  the  first  plan,  but  the  totals  instead  of 
being  posted  to  the  debit  of  corresponding  accounts  in  the 
ledger  are  carried  forward  to  the  end  of  a  year  or  other 
balancing  period,  and  then  carried  to  the  debit  of  Profit  and 
Loss  Account.  Under  this  plan  all  expenditure  might  be 
brought  into  the  Abstract  Book,  and  Wages,  Petty  Cash,  and 
other  similar  payments  might  be  entered,  and  classified 
there.  The  only  recommendation  of  this  plan  is  that  it 
would  leave  in  the  Abstract  Book  an  unbroken  record  of 
how  each  item  in  the  Profit  and  Loss  Account  was  made  up, 
and  that  it  would  involve  somewhat  fewer  postings  into  the 
ledger,  and  therefore  as  far  as  that  is  concerned  a  little  less 
labour.  But  the  objections  are  numerous,  and  in  our 
opinion  fatal  to  the  general  adoption  of  this  plan  in  a 
busmess  like  a  brewer's. 

The  next  book  to  come  under  our  notice  is  the  Day  Book,  and 
we  give  in  the  next  page  of  this  article  a  form  wj  shall  leave 
pretty  much  to  speak  for  itself,  as  it  docs  not  seem  to  require 
explanation,  except  that  we  may  give  a  few  hints  in  connec- 
tion with  some  of  the  items  in  it.  It  will  be  observed  that 
the  first  column  is  reserved  for  the  date,  and  the  next  for  the 
folio  in  the  Order  Book  in  which  the  order  is  entered. 
When  this  second  column  is  filled  up,  it  will  be  convenient 
to  put  some  mark  in  the  Order  Book — a  tick,  or  an  initial, 
would  do  very  well — to  show  that  the  transaction  had  found 
its  way  into  the  Day  Book. 

The  second  and  third  column  for  the  "  Cask  No."  and  the 
initials  of  the  clerk  who  makes  the  necessary  entry  in  the 
Cask  Ledger,  are  provided  to  facilitate  the  keeping  of  the 
last  mentioned  book.  If  it  were  not  for  the  fact  that  the 
folio  in  the  Cask  Ledger  will  be  the  same  as  the  number  of 
the  cask,  it  would  have  been  better  to  put  the  folio  in  the 
third  column  instead  of  an  initial,  hut  as  it  is  such  a  course 
may  very  easily  lead  to  confusion  through  having  the  same 
number  in  t>vo  columns.  It  will  uu  obsetved  that  where 
the  number  of  ca^ks  delivered  does  iiot  exceed  three  or  four 
of  the  same  size  and  the  same  quality  of  ale  or  stout,  we 
have  put  all  the  numbers  against  one  item,  but  where  the 
number  of  casks  is  too  great  for  this  to  be  done,  the  entry 
may  be  made  as  we  have  made  it  under  date  February  3rd, 
in  the  name  of  T.  T.  Gibbons,  where  the  word  "  various  "  is 
written  in  the  column,  and  the  numbers  themselves  are 
placed  immediately  after  the  description  of  the  goods 
supplied.  Either  this  course  may  be  followed  in  such  a 
case,  or  as  an  alternative  a  separate  item  may  be  made  of 
each  cask,  just  as  if  it  were  necessary  to  do  so  nn  account  of 
the  quality  and  price  of  beer  or  stout  being  different. 
Under  date  of  March  3rd,  1884,  and  in  the  name  of  Luke 
Millar,  will  be  found  an  entry  of  a  case  in  which  one  barrel 
of  stout  is  entered  in  the  column  for  particulars,  though  two 
half  barrels  or  kilderkins  are  from  some  cause  or  other 
actually  sent.  There  is  no  great  reason  why  the  two 
kilderkins  should  not  have  appeared  in  the  body  of  the  entry, 
instead  of  one  barrel,  but  we  have  made  the  entry  as  it  is  so 
that  it  may  correspond  with  the  order  which  it  is  to  !)• 
supposed  would  be  found  to  be  for  one  barrel  on  referring  to 
the  Order  Book  at  the  folio  given. 
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DAY  BOOK. 


Hogitiud  of' Ale 
B«r«lo(  Stool.. 

Dfl 

HENKY  JONES. 

jsKUiDlale   .... 

BPB 

FlikiDotals  .... 

XXZ 

1  WHITE  HORBE 

'iHatilidiolils 
[«       *»-        *»■ 

X 

XX 

1  Bunl       do. 

•B 

^9     do.      a... 

D8 

THOMAS  ETANS 
Fltkinofrtout.. 

OS 

JAMES  aHITH. 
Bunlotftlo.... 

XXX 

PRANK  MOORE. 
Bactb««d  alkie 

PB 

B8 
D8 

p.  MARBHALt., 

Fltkldof.K.Ql. 

DB 

B»n^ol»le  ... 

X 

HARK  THOMAB, 

D8 

jss.fS'^iitr'.. 

DB 

°SI^?jr.=';.. 

BPB 

WM.  BBOWK, 

Hocih»d\,f^ 

FG 

FRANK  HOORE. 

HogihMdolalo 

PB 

PEARBONiDd 
BBOOKB, 

BUMI  ol  itont .... 

XK 

S:: 

DB 

BI.ACK  BBAB 
HOTEL. 

Bunl  or  kl*.... 
do. 

Ho(d»^a[*toDl 

1" 

3AML.  SMALEB, 
FltkiaoHloni  .. 

ga 

T.  B.  TTBOS. 

XX 

ijeog! 


Sometliinij  Eliould  be  said  aboat  the  debit  of  ^oM'  t; 
Januiu-j  10th.  IBH-l.  to  the  White  Uoiee  loo,  uid  ti.Jl  -. 
Much  31st,  1HS4,  to  the  Block  Ba&x  Hotel.  Thv«  4.-: 
supposed  to  be  hoases  cardeJ  on  bj  the  brawec  hm.^.L 
but  the  goods  supplied  aze  of  course  entered  in  euctlv  ui 
Mune  way  as  It  the;  nere  to  bji  ordinaij  cutlomar,  mhar.  t 
it  would  not  be  possible  to  tell  at  the  cod  of  a,  jiU  or  r.'.tr 

Eriod  how  much  profit  or  Ima  had    been  nude  U  a.;  I 
Qse.     This  remark  applies  not  oaly  to  the  goods  tup[l.iu 
but  to  cash  received  from,  and  paymenta  made  U.  or  ^i  i 
account  of,  each  different  place.     It  follows  from  thistb^::  ! 
an  invoice  or  on  account  for  rent,   rates  ortue>.oiu^ 
thing  else  is  entered  tn  the  Abstract   Book,  it  mosM!  : 
belongs  to  soma  particular  public   house,  l>e  entered  !:  i 
column  under  a  special  heading,  so  that  it  ma;  altimitti 
find  itt  way  vi  the  debit  of  that  house  in  the  ledger.  ^ 
may  not  be  mixed  up  with  other  charged  of  the  same  u'in. 
but  belonging  to  the  general  establishment. 

There  is  another  class  of  business  verj  commonly  dont :. 
brewers,  which  consists  of  supplying  goods  to  public  ba^i^ 
where  the  tenants  ore  bound  down  to  puichaae  from  Uu  <(.:  I 
brewer  only,  but  Otherwise  carry  on  their  bouncM  u  [>> 
choose  and  at  their  own  risk.  As  far  as  the  Day  Bcui :' 
concerned,  the^e  are  of  conrse  ordinar;  ctutoinen.  ii- 
everything  supplied  to  them  is  entered  in  their  nam*.  !'•' 
sometimes  happens  assistance  other  than  in  the  inppli  ' 
goods  on  long  credit  has  to  be  given  to  traders  ot  thii  L-.. 
it  is  simply  in  the  nature  of  a  cash  advance,  and  thoji '  .' 
so  treated,  even  though  it  may  be  in  payment  of  apui^:.-- 
account,  and  the  money  may  never  pass  thioad  -' 
borrowers  hands  at  all.  As  regards  the  boolc-keepai.  :-< 
distinotion  between  houses  carried  on  by  the  bcemt  h:::--- ' 
and  those  carried  on  by  someone  else  is  sufficientlv  i-" 
and  need  never  cause  the  slightest  confusion. 

In  the  specimen  Day  Book  all  the  entries  maJe  i:  -  * 
beer  or  stout,  and  therefore  the  total  amountiit"^ 
posted  in  one  sum  to  the  credit  of  a  "  Sales  "  occounl  r^ 
t  may  happen  that  other  entries  ha,Te  to  be  uude.'^'- 
are  not  numerous  enough  to  require  a  book  to  theuucin-" 
to  make  it  desirable  on  that  ground  alone  to  use  s  j<^''^ 
These  entries  may  amongst  other  things  be  for  n^'  '■ 
publiu  houses,  in  which  general  description  se  a—- 
hotels,  beer  houses  and  others,  and  they  may  be  for  ituK 
on  money  advanced.  If  it  is  thought  desirable  to  •:■■■■'■ 
these  in  a  Day  Book,  it  may  easily  be  done,  but  in>t»:  - 
the  total  amount  being  posted  at  the  end  ot  a  month  to  tc- 
account,  eui  analysis  must  be  made  showing  hon  mccb  - 
the  total  amount  is  for  goods,  how  much  for  rent,  siul  >^  ^ 
and  each  amount  must  ne  separately  posted  into  the  itii'- 

uNn. 
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PROGRAMME  OP  THE  AUTUMN  SESSION.  IBH- 


Cot.  14.— luaagutal  Address  by  the  President,  Wsltu^ 

Fisher,  Esq.,  F.C.A. 
„    21. — Lecture    on    "   Probate     Accounts,"    br   Ai-- 

Edwards,    Esq..    F.C.A.      Chairman,  G'  C.  '■ 

Parsons,  Esq.,  A.-C.A. 
„    28.— Debate    Chairman,  F.  J.  Heathcote,  Es^..  AC) 
Nov.  11.— Conversational  Evening,  led  by  Walter  >.  fi>t''' 

Esq..  F.C.A. 
„    as.- Lecture  by  E.  M.  Shorn,  Esq.,  F.C.A.  .Clisioi* 

W.  Aithor  AddinseU,  Esq..  A.CA. 
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Dec.    9.— Lecture  by  Prank  Creke,  Esq.,  A.C.A.  Chairman, 
Mein  Wilkie,  Esq. 
„    16. — Lecture    by    Howard    S.    Smith,    Esq.,     F.C.A. 
ChairmaD,  Eric  M.  Carter,  Esq.,  A.C.A. 

SYLLABUS  OF  THB  TEST  EXAMINATION. 

Nov.    5. — Rights  and  Duties  of  Liquidators,  Trustees,  and 
Receivers.     Examiner,    C.    A.    Harrison,    Esq., 
F.C.A. 
„      6. — Auditing.     Examiner,    Joseph    Slocombe,  Esq., 

F.C.A. 
n      7. — Book-keeping.  Examiner,  Robert  L.  Impey,  Esq., 

F.C.A. 
„    12. — Bankruptcy  and  Common  Law.   Examiner,  A.  H. 

Gibson,  Esq.,  F.C.A. 
„    13. — ^The  Adjustment  of  Partnership  and  Executorship 
Accounts.       Examiner,  O.  H.  Caldicott,    Esq., 
F.C.A. 
M    14. — Mercantile  Law,  and  the  Law  of  Arbitrations  and 
Awards.        Examiner,    T.     H.     Russell,    Esq., 
Solicitor. 
The  Meetings  will  be  held  at  the  Midland  Hotel,  New 
Street,  at  7.30  p.m. 

The  Examinations  will  be  held  at  the  Midland  Hotel,  and 
commence  each  evening  at  7  o'clock. 


NOTTINGHAM   AND  MIDLAND  COUNTIES 
ACCOUNTANTS'  STUDENTS'  ASSOCIATION. 


SYLLABUS.— AUTUMN  SESSION,  1884. 


1884. 

Oct.    8. — Opening  Address,  The  President. 

"  Institute  Examinations,"  A.  C.  Boumer,  A.C.A. 

Oct.  22.—"  Building  Societies  and  their  Constitution,"  A.  H. 
Procter,  Esq. 

Nov.  6. — Mock  Creditors*  Meeting.  Re  Messrs.  Hallam, 
Derbyshire  A  Co.,  Builders  and  Contractors, 
Nottingham.  Official  Receiver,  W.  B.  Smith, 
Esq.  Solicitor  for  Debtors,  W.  H.  Stevension,  Esq. 
PetitioniAg  Creditor,  Mr.  J.  A.  Gill.  Solicitor  for 
Creditor,  Mr.  A.  Barlow,  Esq.  Debtors,  Mr.  E.  O. 
Hallam  and  Mr.  S.  P.  Derbyshire.  Special 
Manager,  Mr.  Jas.  Ayers,  A.C.A.  Creditors,  Mem- 
bers of  Association. 

Nov.  19.— "Income  Tax,"  W.  L.  Gough,  Esq.  (Surveyor  of 
Taxes.) 

Dec.     3. — Debate  or  Discussion. 

Dec.  17.— "Law    of    Partnership,"    P.    Woodward,    Esq. 
(Solicitor.) 
The  Meetings  will  be  held  at  1,  King  John's  Chambers, 

Bridlesmith  Gate,  Nottingham,  at  7.80  o'clock  for  7.35  p.m. 

Precisely. 


CHARTEEED   ACCOUNTANTS'    STUDENTS' 
SOCIETY  OF  LONDON. 


BANK  AUDITING. 
By  Mr.  T.  A.  Wklton,  F.C.A. 


At  a  meeting  of  the  above  Society,  held  on  the  SOth  alt., 
IVlr.  Welton  read  the  following  paper  :— 

The  nature  of  a  bank  audit  is  such  as  to  preclude  the 
Cb<loption  of  some  of  the  safeguards,  which  in  other  audits 
^re    available.    To   insist  upon  vouolyng  every  payment 


would  be  impracticable :  to  pursue  every  receipt  from  its 
first  intimation  in  whatever  form  to  its  place  in  the  ledger 
would  be  still  more  difficnlt. 

It  is  proverbially  hard  to  prove  a  negative,  and  if  I  were 
told  that  in  the  accounts  of  a  bank  which  had  passed 
through  my  hands  the  creditors'  claims  were  not  duly  repre- 
sflnted,  because  certain  sums  had  been  received  but  em- 
bezzled and  never  credited,  I  should  say  in  reply  that 
possibly  it  might  bo  so,  but  that  in  my  certificate  I  had 
sufficiently  guarded  myself  against  responsibility  for  such  a 
fact. 

The  form  of  certificate  in  the  case  of  a  bank  andit  has 
been  the  subject  of  a  great  deal  of  discussion  latterly.  I 
am  glad  at  any  rate  that  such  certificates  more  frequently 
state  too  little  than  too  much.  The  best  form  would  be  one 
which  exactly  acquainted  the  public  with  what  had  actually 
been  done  by  the  auditor. 

Whilst,  however,  in  appearance  the  risk  of  error  in 
bankers'  balance-sheets  may  be  great,  notwithstanding 
audit  by  competent  authority,  in  practice  I  consider  such 
risk  to  be  a  very  inconsiderable  one. 

In  the  first  place,  any  respectable  bank  is  provided  with 
directors  and  officers,  the  majority  of  whom  at  least  are 
honest  careful  men.  The  sins  directors  are  liable  to  fall 
into  are  exactly  those  which  would  be  visible  to  an  auditor, 
and  where  an  independent  professional  man  is  employed, 
the  public  may  rest  assured  that  the  board  have  no  wish  to  do 
wrong,  and  are  not  apprehensive  therefore  of  being  found  out. 
Where  the  majority  of  a  board  are  competent  and  honour- 
able men,  it  is  hardly  too  much  to  say  that  irregularities  on 
the  part  of  the  minority  are  impossible. 

Turning  to  the  possible  malpractices  of  officers,  I  have  no 
doubt  but  that  ingenious  men  may  find  opportunity  for  such 
occasionally.  I  do  not  like  to  point  out  how  this  could 
happen.  I  will  only  say  that  where  the  chief  manager  or 
the  working  manager,  being  themselves  honest,  exercise  due 
diligence  in  supervising  the  work  of  the  staff,  any  rogue 
must  have  but  a  short  career  before  detection.  The  com- 
parison and  writing  up  of  pass-books  should  be  diligently 
expedited.  The  duty  of  keeping  ledgers  and  of  wri ting-up 
pass-books  should  l>e  rotated.  In  calling  over  figures,  a 
change  of  persons  is  advisable,  A  c&Uing  out  B's  work  to  a 
superior  officer.  The  actually  handlmg  of  ca^h  should  he 
confined  strictly  to  the  responsible  cashiers.  Counterfoils 
representing  deposit  receipts  issued  should  be  compared  with 
the  actual  receipts  when  signed  and  should  be  marked  off  in 
a  register  frequently,  and  when  brought  in  by  the  holder 
should  not  go  to  the  issuing  clerk.  The  cashiers  themselves 
should  have  their  holding  and  should  be  supplemented  for 
that  purpose  by  the  employment  of  some  clerk  of  a  respon- 
sible character,  and  whose  duties  do  not  involve  any  tempta- 
tion to  him  to  engage  in  fraud.  By  such  precautio^is,  and 
by  carefully  entering  each  morning  the  totals  of  yesterday's 
work  in  the  general  ledger,  opportunities  for  fraud  are  re- 
duced very  much. 

The  auditor  merely  verifies  the  assets  and  liabilities 
shown  in  the  balance-sheet.  He  does  not  trouble  himself 
to  ascertain  how  che  profit  is  made,  but  merely  endeavours 
to  secure  that  it  has  been  charged  with  all  expenses  to  date. 
He  tcJces  care  to  vouch  all  payments  out  of  profit  and  loss, 
there  being  in  this  case  no  customers  whose  vigilance  in  the 
matter  of  vouching  can  be  relied  upon  as  is  the  case  in  the 
remaining  transactions.  Where  a  building  is  being  erected 
or  land  purchased,  he  has  to  see  vouchers  for  money  expended 
for  a  similar  reason. 

The  form  of  account  generally  published  by  Joint  Stock 
Banks  is  the  reverse  of  explicit.  This  fact  gives  rise  to  ill- 
natured  remarks  on  the  part  of  editors  and  other  irresponsible 
persons,  but  an  auditor  is  bound  to  remember  that  he  is  the 
servant  of  the  shareholders,  and  must  do  nothing  which  is 
likely  to  mfiict  nnnecessary  injury  on  the  concern  in,  which 
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they  are  interested.  It  is  commonly  believed,  not  without 
some  reason,  that  rivals  in  business  could  do  harm  if  the 
facts  were  stated  in  greater  detail  than  is  usual.  Certainly 
if  it  were  known  how  small  a  basis  of  "  lojzal  tender  "  money 
generally  exists  in  the  till  of  a  bank,  it  might  be  easy  to 
create  alarm  amongst  ill-informed  people,  and  even  those 
more  competent  to  form  sound  opinions  might  bo  disagree- 
ably surprised. 

The  question  as  to  form  of  account  becomes  an  urgent 
one  for  the  auditor  when  there  is  an  abnormal  condition  of 
things,  and  especially  when  any  defects  in  the  assets  are  not 
satisfactorily  covered  by  a  •'  Contmgent  Fund." 

In  the  case  of  the  West  of  England  Bank,  which  can  bo 
referred  to  because  it  is  a  matter  of  history  now,  a  profes- 
sional auditor  would  have  found  it  impossible  to  rank  as  assets 
in  the  usual  way  items  like  the  claims  in  Booker  &  Go's  tm- 
plate  works  and  Fothergill&  Ilankcy's  Collieries,  seeing  that 
the  provision  for  bad  and  doubtful  debts  was  not  such  as  to 
cover  the  miscellaneous  risks,  and  at  the  same  time  provide 
for  a  large  possible  loss  on  realisation  of  these  items.  1 
apprehend  he  would  have  found  it  necessary  to  require  a 
line  in  the  balance  sheet  to  be  devoted  to  dormant  assets, 
interest  on  which  the  bank  did  not  reckon  amongst  its  pro- 
fits. He  might  also  have  found  it  necessary  to  say  whether 
or  not  there  was  any  provision  for  possible  loss  thereon.  The 
ordinary  contingent  or  bad  debt  fund  he  would  naturally 
consider  as  first  applicable  to  meeting  miscellaneous  risks, 
before  any  part  could  be  deemed  available  for  special  ones. 
These  last,  when  disclosed  in  the  manner  suggested,  might, 
without  unfairness,  be  set  against  the  public  reserved  fimd, 
if  any. 

Where  there  is  a  note  circulntion  it  is  usual  to  distinguish 
its  amount ;  also  that  of  nncluiraed  dividends.  The  cash  in 
hand  is  not  always  distinguished  ;  it  nearly  always  includes 
moneys  at  call  and  short  notice  lent  on  the  Stock  Exchange, 
or  placed  with  discount  houses,  and  witli  other  banks,  and 
it  sometimes  is  mixed  up  with  the  bills  discounted.  These 
last,  again,  if  not  so  treated  are  usually  classed  with  loans 
and  advances  and  not  separately  shown.  Securities  are  often 
distinguished,  such  as  consols.  Foreign  and  Colonial  Bonds, 
Shares  in  Companies,  &c.,  and  this  ought  always  to  be  done. 
Bank  premises  are  usually  shown  separately,  and  tbe  items 
sometimes  includes  other  real  property.  In  other  cases 
premises  and  other  real  property,  being  all  paid  for  out  of 
profits,  the  item  vanishes.  I  am  not  sure  that  those  are 
wrong  who  prefer  a  nominal  sum  at  least  to  be  retained  for 
better  memory  of  these  assets,  but  the  total  extinction  of 
their  cost  is  so  satisfactory  a  feature,  that  an  auditor  can 
hardly  quarrel  with  it. 

I  now  pass  from  the  form  of  the  accounts  to  the  verifica- 
tion thereof;  disregarding  the  share  ledger  and  dividend 
register  as  being  common  to  all  Joint  Stock  Companies. 

The  verification  of  the  assets  consists  in  examination  by 
actual  handling,  counting  and  weighing  the  bills,  notes  and 
coin.  A  comparison  with  accounts  and  papers  emanating 
from  other  banks,  brokers,  and  discount  houses,  which  should 
show  the  reality  of  deposits  and  loans  at  short  notice.  An 
examination  of  securities  belonging  to  the  bank,  and  if  need 
be,  an  enquiry  at  the  Bank  of  England  as  to  consols  and 
other  securities  represented  merely  by  inscriptions  in  their 
books.  It  will  in  some  cases  be  found  that  very  few  bonds  to 
bearer  are  included  amongst  the  securities  requiring  to  be 
verified  :  where  any  important  msLss  of  such  securities  has  to 
be  dealt  with,  they  should  be  kept  in  a  special  receptacle  and 
ftU  checked  at  once  by  the  auditors.  Kegard  should  be  had 
to  the  production  of  receipts  for  premiums  on  life  insurance 
policies.  A  comparison  of  lists  of  customers'  debit  balances 
with  the  ordinary  books  of  the  bank.  An  examination  of 
securities  lodged  by  customers  with  the  jregister  of  such 
securities,  which  should  bo  so  kept  as  to  exhibit  the  alleged 
value  of  such  securities.  A  general  criticism  of  the  said 
assets,  having  reference  in  particular  to  accounts  on  which 
tlie  management  do  not  think  it  right  to  calculate  interest 


as  a  profit,  and  to  accounts  which  either  show  no  chanef.  cf 
an  adverse  change  as  time  passes.  Generally  the  ino>t  iz. 
portant  accounts,  and  even  those  with  the  most  respe?  >: 
constituents,  should  receive  the  greatest  attention.  Dirc-ctcrj 
and  managers'  accounts,  where  such  exist,  should  not  es-a:-- 
the  regard  of  the  auditor,  though  they  should  be  kep; : 
such  a  footing  as  to  require  no  remark.  Past  due  bills  i- 
similar  items  should  not  be  forgotten. 

On  the  creditor  side  will  appear  notes  in  circulation,  fj: 
ought  to  bo  the  subject  of  a  well-kept  register  duly  maikr 
off  as  the  notes  are  destroyed.    If  there  has  been  any  vlt*  ." 
regularity  it  is  well  to  draw  a  line  in  the  account  so  thAi  *.: 
newer  issues  may  be  separately  verified  with  register,  ear  x! 
issues  running  off  by  degrees  until  fewremainedunc&nfelei, 
save  a  small  percentage  which  are  not  likely  to  appe4r  zv-^ 
ing  probably  been  accidentally  lost  or  destroyed.     In  CA^tf 
fraud,  the  balance  of  the  old  note  account  might  turn  cu;;: 
be  on  the  wrong  side. 

Deposits    are    sometimes    represented    by    receipt-  r.' 
registers,  sometimes  by  ledger  accounts,  and  in  some  ri^ 
both  exist  in  relation  to  the  same   money.    The  m..:; 
system  does  not  require  the  creation  of  a  ledger,  an<l  wi-- 
the  rule  of  cancelling  all  receipts  brought  in  to  be  t  r: 
paid   is  religiously  observed,  no  difficulty  will  ans€  li : 
be  honest.  Any  plan  wherebv  securities  are  merely  eni.rf: 
with   sums  paid  off  is  liable  to  the  effects  of  forgerf  :ln  - 
as  customers  who  have  had  money  paid  them  wiilcQtj- 
proper  endorsement  might  claim  to  be  paid  over  again.  T. 
practice  of  making  out  a  list  at  each  balancing,  sbc^-^- 
receipts  outstanding,  and  interest  accrued  thereon,  n^  cl~ 
furnishes  a  figure  of  interest  which  is  necessary  when  c-^ 
ing  up  the  accounts,  but  may  be  useful  as  ameansof  c^b-  > 
ing  interest  when  the  money  comes  to  be  claimed,  e»|Ki^-  7 
if  the  rate  is  a  variable  one. 

Ledger  accounts  of  deposits  are  sometimes  orr^^^ 
Such  overdrawn  accounts  should  figure  amongst  is" '*: 
and  the  full  amount  of  credit  balance  should  be  ecciui 
in  the  balance-sheet. 

Where  the  accounts  of  deposits  are  kept  in  ledgers  •  > 
practicable  either  to  keep  a  marginal  account  of  interesi.  ' 
to  include  and  compound  from  time  to  tinie  the  L^;^-^:-' 
allowed.  In  cither  case  care  has  to  be  taken  thatont^a:-'- 
ing  interest  goes  to  debit  of  profit  and  loss. 

Rebate  on  bills  in  hand  is  another  item  of  calcaU'.:^ 
which  must  at  all  events  be  pretty  closely  checked,  if  n::  ■ 
a  penny .^    The  rate  should  be  high  enough  to  afiorJ  a  '^^ 
profit  on  the  next  year's  busines. 

A  Contingent  account,  or  Bad  Debt  account,  should  cTi':  i 
the  books  of  every  bank,  the  amount  at  its  credit  bt-in;  • 
least  enough  to  meet  any  loss  estimated  to  arise  npca  :> 
gradual  realisation  of  the  assets.  A  still  larger  amount  l^- 
sirable  for  two  reasons : — (1)  No  one  can  doubt  but  that  ts^r 
are  items  in   the  general  list  of  debts  which,  without  >.'-^ 
recognisably  doubtful,  are  sure  to  turn  out  so  on  the  att^r : 
being  made  to  get  them  in.     Such  items   should  nx 
numerous  nor  large,  but  a  standing  reserve  equal  Xf'l^' 
cent,  on  the  debit  balance,  is  not  too  great  provision  fcr»c. 
(2)  Unless  the  times  are  extraordinarily  bad,  there  is  aJ«- 
the  risk  that  worse  times  will  overtake  the  institution.  ^ 
therefore  a  sum  such  as  might  be  sufficient   even  in  '-' 
worst    of    times    should    be     gradually     accumuUt^ 
private  reserve.    In  gauging  the  amount    to    be  prov: 
regard  must  bo  had  to  the  nature  of  the  business,  wb'.:. 
diversified  or  dependent  on  a  small  number  of  indu*^''-- 
whother  the  accounts  are  numerous  and  none  of  them  ^^ 
or  the  reverse. 

Besides  notes  and  special  deposits  there  are,  of  c*:-" 
creditor  balances  in  account  current,  which  are  verin-io  •' 
the  books.    There  is  always  some  risk  that  an  einplct^  v 
contrive  to  receive  deposits  without  a  correct  registrstK^ 
same,  or  will  forge  drafts  on  accounts  which   are  c^-' 
to    remain    undisturbed  and   unchecked.     The   ^>^''. 
checks  merits  attention  on  that  account,   but   the  a:^-^ 
cannot  justly  be  condemned  il  it  should  faoL 
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SHEFFIELD  CHARTERED   ACCOUNTANTS' 
STUDENTS'  SOCIETY, 


FALSIFIED  ACCOUNTS. 
By  Mb.  A.  T.  Watson,  F.C.A. 


At  the  first  ordinary  Meeting  of  the  Session,  held  at  the 
Law  Society's  Booms,  on  the  Ist  October,  Mr.  Horace 
Gawood,  A.C.A.,  in  the  chair,  Mr.  A.  T.  Watson,  F.C.A.,  (the 
Vice-President),  read  the  following  paper: — 

Mr.  Watson  said : — 

When  asked  to  read  a  paper  before  the  Sheffield  Chartered 
Accountants*  Students'  Society,  I  must  confess  I  felt  very 
much  at  a  loss  to  know  upon  what  branch  of  an  account- 
ant's work  it  would  be  most  useful  for  me  to  speak. 
Utility  being,  of  course,  the  main  point  which  should  be 
kept  in  view  in  the  selection  of  subjects  to  be  brought  before 
you,  for  I  taJce  it  that  the  students  who  attend  these  meet- 
ings are  here  not  merely  to  pass  a  pleasant  hour  in 
intellectual  amusement,  but  rather  for  the  purpose  of 
devoting  themselves  seriously  and  energetically  to  the  con- 
sideration of  questions  tending  to  fit  them  for  the  efficient 
discharge  of  those  duties  which,  as  chartered  accountants, 
they  will  by-and-by  be  called  upon  to  perform. 

You  have  already  heard  able  and  interesting  papers  read 
by  members  of  the  Sheffield  Institute  of  Chartered  Account- 
ants upon  several  of  the  branches  of  an  accountant's 
practice  ;  but  the  one  which  I  have  selected  for  my  paper 
to-night,  has  not,  as  far  as  I  am  aware,  been  previously 
before  vou.  It  is  a  subject  to  which  I  gave  some  attention 
a  couple  of  years  ago,  and  for  which  the  material  was  there- 
fore easily  available.  The  falsification  of  accounts  is  a  field 
in  which  great  ability  and  ingenuity  have  at  various  times 
been  displayed,  and  to  cope  with  such  wrongly  directed 
talent  will  tax  the  powers  of  the  most  skilful  amongst  us. 
My  aim  this  evening  will  be,  whilst  pointing  out  some  of  the 
simplest  ways  in  which  accounts  have  from  time  to  time 
been  falsified,  to  throw  out  a  few  sugfiestions  which  may 
assist  you  in  preventing,  or  in  dealing  with,  similar  dishonest 
attempts. 

I  need  not  apologise  for  introducmg  this  subject  for  your 
consideration,  as  I  doubt  whether  there  be  any  of  greater 
importance  to  us  as  accountants  employed  as  we  constantly 
are  by  our  clients,  with  the  view,  and  in  the  .hope,  of  pre- 
venting fraud  on  the  part  of  their  servants.  To  fulfil  as  far 
as  possible  the  trust  which  is  thus  reposed  in  us,  it  is  of 
the  utmost  consequence  that  we  should  make  ourselves 
acquainted  with  the  weak  points  which  exist  in  an  ordinary 
routine  audit,  the  modes  wliich  have  been  most  frequently 
adopted  in  falsifying  accounts,  and  some  of  the  best  means 
which  can  be  taken  to  discourage  dishonest  attempts,  or,  if 
such  attempts  be  made,  to  render  their  detection  as  rapid 
and  sure  as  possible.  At  the  outset,  of  course,  it  is  evident 
that  the  professional  accountant  by  himself  (over-hauling 
the  books  at  intervals)  can  do  but  very  little  to  prevent  dis- 
honesty, and  he  must  have  the  help  of  the  head  of  the 
business  or  some  other  trustworthy  person  on  the  spo^  and 
acquainted  with  its  details  to  afford  even  a  moderate  hope 
of  success  ;  when  we  come  to  consider  the  modes  of  falsifica- 
tion, and  precautions  to  be  taken  against  dishonesty,  we 
shall  see  that  both  accountants  and  employers  have  their 
duties,  their  being  certain  points  such  as  allowances,  prices 
of  goods,  <fec.,  of  which  the  former  would,  of  course,  be  no 
judges.  In  dealing  with  this  subject  the  first  thing  we  must 
ask  ourselves  is,  "  What  are  the  objects  for  which  accounts 
are  falsified  7  "  and  the  ansifrer  to  this  question  will  to  some 


extent  suggest  the  means  of  falsification  most  likely  to  be 
adopted ;  and  as  a  consequence  the  points  to  which  atten- 
tion should  specially  be  paid.  Speaking  generally,  I  may 
say  that  they  are  falsified  oy  cashiers,  managers,  and  other 
employees,  principally  with  the  object  of  concealing  theft,  but 
they  are  also  unfortunately  at  times  falsified  by  principals 
with  the  object  of  imposing  upon  the  public,  say  for 
instance  by  balance  sheets  and  accounts  showing 
excessive  profits,  to  induce  other  persons  to  embark  capital 
in  one  form  or  other  in  their  concern ;  or  on  the  other  hand 
by  showing  low  final  valuations;  stocks  and  profits,  with  the 
view  of  mflJdng  a  good  bargain  as  continuing  acting  partner, 
in  the  event  of  a  sleeping  partner  leaving  the  business. 

These  are,  of  course,  only  some  of  the  incentives  to 
falsification  ;  but  there  are,  doubtless,  others  varying  with 
each  case,  and  it  is  for  the  accountant  to  consider  and  deal 
with  the  special  circumstances  of  each  as  they  come  before 
him. 

It  is  my  intention  to  deal  in  this  paper  most  fully  with 
the  first  case,  viz.,  that  coming  under  the  head  of  falsifica- 
tion by  managers,  cashiers,  and  other  employees.  I  should 
hardly  be  able  in  a  paper  of  reasonable  length  to  treat 
satisfactorily  the  other  cases ;  moreover,  a  careful  considera- 
tion of  this  will  put  you  pretty  fairly  on  the  track  for  dealing 
with  others. 

In  looking  into  the  question  I  find  that  as  a  rule  the 
modes  adopted  are  "  clumsy*' ;  still,  for  a  time— though  only 
for  a  time — they  appear  to  answer  the  purpose  of  those  who 
resort  to  them,  and  I  therefore  think  it  will  not  be  altogether 
useless  for  me  to  enumerate  some  of  the  most  common 
ones.  The  most  common  and  simple  way  is  for  a  cashier  to 
collect  certain  debts  and  only  debit  himself  with  part  of 
them,  and  by  way  of  avoiding  detection  to  apply  the  monies 
most  recently  obtained  in  squaring  his  cash  account  to  the 
extent  of  a  few  of  the  earlier  ones,  i.e.,  he  does  not  debit 
himself  with  cash  on  the  day  it  is  received.  This  plan  can 
of  course  only  succeed  for  any  lengthened  period  when  the 
bookkeeper  and  cashier  are  one  and  the  same  person,  or 
where  accounts  are  not  sent  out  direct  from  the  office  but 
are  allowed  to  be  delivered  by  the  collector.  Another  of  the 
most  frequent  ways  of  falsifying  accounts  is  in  the  payment 
of  wages.  This  is  often  done  by  keeping  a  current  wages 
fund  which  is  weekly  increased  by  drawing  a  round  sum 
from  the  bank  on  that  account,  such  sum  being  in  excess  of 
the  amount  needed  and  so  allowins  an  increasing  balance 
of  cash  to  remain  always  in  hand.  Unless  the  principal 
take  frequent  opportunities  of  verifying  this  balance  it  is 
needless  to  say  the  money  is  not  always  available  when 
required.  This  system  of  allowing  the  wages  account  to  run 
on  from  week  to  week  unbalanced  cannot  be  too  much  dis- 
couraged, and  when  allowed  should  be  very  carefully  watched 
to  see  that  the  surplus  from  one  week  is  taken  into  account 
at  the  following  week's  draw,  and  that  the  balance  in  hand 
on  wages'  account  is  never  large.  This  is,  imfortunately, 
not  the  only  danger  in  this  account ;  cases  could  be  quoted 
in  which  fictitious  names  have  been  put  on  the  wages  list 
and  the  money  drawn  for  such  has  been  either  appropriated 
by  the  cashier  or  foreman  or  divided  between  the  two.  The 
case  of  the  cashier  and  timekeeper  of  the  contractor  of  the 
Hull  and  Bamsley  Bailway,  recently  reported  in  the  paper, 
is  an  instance  in  point ;  and  there  is  yet  another  way  of 
falsifying  this  account,  viz.,  by  adding  figures  to  the  list 
"  after  it  has  been  passed  by  the  foreman,"  the  cashier 
pocketing  the  difference  between  the  amount  which  is 
actually  paid  to  the  workpeople  and  that  which  is  placed 
to  the  credit  of  the  cash  account.  As  a  check  against  the 
former  I  would  suggest  that  the  principal  himself,  without 
previous  notice,  should  occapionally  put  in  an  appearance 
and  take  charge  of  the  books  when  payment  of  wages  is  pro- 
ceeding; anda.s  a  check  against  the  latter,  that  the  total 
amount  required  for  wages  should  be  stated  both  in  words 
and  figures  at  the  foot  of  the  pay  sheet  and  be  signed  by^ 
both  foreman  and  cashier. 
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I  have  dealt  somewhat  fully  with  the  subject  of  wages  as 
I  find  it  so  frequently  a  source  of  fraud,  and  many  concerns 
have  suffered  heavy  losses  by  the  manipulation  of  this 
account. 

It  is  almost  a' hopeless  tcksk  to  attempt  to  enumerate  even 
very  imperfectly  the  various  forms  of  falsification  which 
from  time  to  time  have  been  employed ;  still,  I  think  it  may 
be  worth  while  to  record  the  following : — 

Making  overcharges  by  means  of  representing  through  the 
cash  book  or  journal  purchases  as  made  at  a  higher  price 
than  the  one  actually  paid  to  the  seller,  the  difference  being 
by  arrangement  with  the  seller,  privately  paid  over  to  the 
bookkeeper  or  cashier  in  the  shape  of  bonus,  discount  or 
commission. 

Understating  or  omitting  altogether  to  record  in  the  cash 
book  money  received  from  any  source,  or  to  enter  in  the 
ledgers  sales  made,  the  object  being  quietly  to  pocket  the 
proceeds. 

Making  fictitious  entries  to  the  credit  of  the  cash  account 
and  posting  such  Bums  to  the  debit  of  fictitious  ledger 
accounts,  overstating  allowances  made  to  customers,  or 
making  duplicate  entries  through  the  petty  cash  book. 

Concealing  sources  of  income  by  keeping  back  certain 
books. 

Paying  large  commissions  to  agents  under  an  arrangement 
that  part  of  the  money  shall  be  returned  privately. 

Representing  the  cash  in  hand  at  any  time  as  a  larger 
sum  than  actually  exists  in  the  cash  box. 

Overstating  and  valuing  stock  on  hand  or  tampering  with 
the  figures  in  the  books  and  schedules  of  balances  after  they 
have  partially  passed  the  auditor,  the  object  being  to 
conceal  losses  by  defalcations. 

Fabricating  bank  books,  forging  receipts,  deeds,  Ac. 

The  method  adopted  for  the  falsification  of  any  particular 
set  of  accounts  will,  of  course,  be  adapted  to  the  surrounding 
conditions  and  to  the  object  in  view  ;  and  I  think  I  may  say 
that  the  skill  of  the  delinquent  has  always  been  displayed 
rather  in  taking  advantage  of  surrounding  circumstances 
than  in  the  methods  employed,  which,  as  I  have  said,  are  for 
the  most  part  clumsy.  Each  special  business  has  its  own 
peculiar  dangers — merchants,  manufacturers,  shipowners, 
bankers,  insurance  and  financial  companies,  land  and 
building  societies,  local  boards  and  private  trusts — all  have 
their  vulnerable  points,  each  differing  to  some  extent  from 
the  others,  and  not  only  so,  for  although  we  may  in  some 
measure  classify  the  dangers,  still,  when  the  accountant 
comes  to  deal  with  each  case  he  will  find  that  owing  to  each 
individual  conducting  his  business  in  his  own  way  he  will 
nm  his  own  peculiar  risk.  The  euscountant  who  wishes  to 
render  real  service  to  his  employer  must  make  each  indi- 
vidual case  one  for  special  and  thoughtful  consideration. 
Thus,  the  merchant  and  manufacturer  is  open  to  be  defrauded 
in  most  of  the  ways  I  have  enumerated.  The  case  of  the 
Patent  Shaft  and  Axle  Company  which  was  before  the  public 
a  few  vears  ago,  being  a  very  instructive  instance.  In  that 
case  the  manager  embezzled  about  £39,000.  He  manipulated 
the  wages  and  the  workmen's  loan  accounts,  and  pocketed 
also  other  large  sums  of  money  bodily.  Finally,  he  cooked 
his  stock  account  and  schedule  of  balances  at  the  end  of  the 
year  so  as  to  show  satisfactory  profits,  which,  though  not 
earned  were  on  his  representation  divided  amongst  the 
shareholders.  In  this  case  a  false  set  of  books  was  no  doubt 
kept  (which  were  not  forthcoming  after  he  absconded)  and 
when  asked  by  his  directors  for  what  purpose  certain  heavy 
cheques  were  wanted,  he  unfortunately  had  the  convenient 
reply  to  fall  back  upon  of  **  Secret  Service,"  which  was 
understood  to  mean  bribes  to  the  foremen  of  customers, 
&c. : — 

I  also  remember  another  case  in  which  a  London 
merchant's  confidental  clerk  and  cashier  embezzled  about 
£29,000  by  fabricating  a  bank  book  by  which  he  repre- 
sented monies  as  paid  into  the  account  which  he  had  really 
pocketed.    He  also  ondercaat  the  debit  and  overcast  the 


credit  side  of  his  cash  account ;  a  clumsy  method  which  uiy 
examination  would  at  once  have  exposed. 

More  recently  we  have  had  our  attention  called  to  the  ».. 
of  a  stone  merchant  who  converted  his  undertaking  h\: 
a  **  limited  "  company,  taking  in  payments  part  cssh  &nd  pin 
fully  paid  shares.  In  order  to  convert  the  latter  into  monfr 
by  attracting  purchasers,  it  was  necessary  to  show  that  :L 
company  was  a  success.  With  this  object  the  balance  sL'^s 
and  accounts  were  "  falsified."  This  was  done  by  chaigtn 
large  sums  to  capital  account  which  should  have  U'r: 
debited  to  working  expenses ;  everything  that  was  ht:iv. 
was  charged  to  plant  account ;  it  mattered  not  whether  :bi 
expenditure  were  for  repairs,  renewals,  or  anything  ek 
By  these  means,  this  account  from  which  a  depreciatioa?is 
only  once  deducted,  in  course  of  time  grew  to  an  enorcc.> 
sum,  and  so  appeared  as  a  good  asset  upon  the  babr:; 
sheet.  The  stock  account  was  also  deliberately  altered  ^'. 
fictitious  items  were  introduced  in  the  books  to  shov  d: 
desired  satisfactory  result.  The  fact  being  that  inst&v:  d 
the  concern  making  any  profits  at  all  a  correct  st^me.; 
would  have  shown  heavy  losses.  In  this  case  diviJe^. 
were  paid  out  of  capital,  and  these  with  the  losses aiDo:i:^i 
to  £45,000,  or  thereabouts.  In  this  case,  by  the  consrt] 
tion  of  the  company,  the  vendor  had  the  manageice:: 
practically  altogether  in  his  own  hands. 

The  shipowner,  or  rather  shareholders  in  shipping  cvia- 
panics,  are  liable  to  be  defrauded  by  overcharges;  firstly,  is 
the  cost  of  the  vessel ;  respectable  shipbuilders  anfortunru-T 
not  being  always  honest  in  making  out  their  contract?,  r- 
it  sometimes  happens  that  there  is  a  private agreemecr^- 
the  ship's  husband,  or  the  person  forming  the  compajij  •: 
pay  him  privately  a  certain  per-centage  on  the  cratrs:' 
price.    They  are  also  exposed  to  overcharges  in  the  a^^ 
way  on  coals,  provisions,  and  all  the  other  articles  c«:^^ 
ing  the  outfit  for  each  voyage.    Then,  too,  there  is  anf^^-j 
for  excessive  commission  payable   to  foreign  agerE'»*'> 
every  opportunity  for  making  unvouched  payments  o?  «■- 
ducing  forged  vouchers  which  it  would  be  imposi^.- 'k*- 
disallow. 

Bankers,  insurance  and  financial  companies,  lanJ  *^ 
building  societies,  and  others  of  tliis  class  are  free  Ir^ 
many  of  the  dangers  to  v/hich  the  afore-mcntiond  i^- 
exposed,  but  are  open  to  others  of  a  different  kind.  Men*  • 
may  be  embezzled  and  represented  as  advanced  and  f*-^-  ^ 
through  the  books  under  fictitious  names.  Large  advance 
may  be  made  to  friends  of  the  manager  and  the  accouLube 
represented  as  fully  secured,  when  the  securities  i^ 
almost  valueless.  Monies  may  be  received  and  derc'- 
receipts  be  issued  when  the  cashier  either  fails  altogether  t^ 
debit  himself  with  the  money,  or  only  charges  himself  ^^ 
part  of  it,  and  he  may  temporarily  avoid  detection  hy  erf  J  * 
ing  the  amount  in  the  deposit  ledger.  A  manager  o>« 
branch  savings,  or  provident,  bank  may,  by  means  of  a  I:|-* 
forgery  and  mis-representation,  obtain  large  sums  from  '^^ 
head  office  which  he  could  pass  through  his  books  as  repu*.'^^ 
depositors;  and  in  the  case  of  land,  building,  or  othe' 
societies,  the  secretary  might  pass  such  sums  through  c-* 
books  as  advanced  in  some  form,  either  to  members, oiou:^ 
persons  desiring  such  accommodation. 

In  addition  to  the  means  ot  fraud  which  I  have  alreft^ 
mentioned,  it  is  unfortunately  only  too  easy  for  it  to  ee 
effected  by  means  of  the  issue  of  forged  bonds ;  the  forgc| 
being  concealed  by  the  regular  payment  of  the  intf^ 
falling  due.  It  will  at  once  be  seen  that  by  means  ct » 
fabricated  bank  pass  book  the  fraud  would  (unless  sp^ 
precautions  be  taken)  become  difficult  of  detection,  y 
forgery,  too,  of  leases  and  other  such  documents  can  ^ea-^' 
be  made  a  means  of  obtaining  money. 

It  is  not  impossible,  too,  that  in  some  cases  a  profit  bs^ 
be  taken  on  the  purchase  of  land,  and  bribes  be  obtameJ  J- 
get  advances  upon  inadequate  security.  The  frauds  cp ,' 
these  companies  and  societies  Skre  most  frequently  conce^*- 
by  means  of  a  duplicate  set  of   books,  and  t^  ^^ 
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sheets  are  ultimately  made  to  appear  satisfactory  by  such 
means  as,  say  a  deficient  rebate  on  bills  running  ;  the 
omission  to  make  due  allowance  for  what  is  called 
**  loading,"  «.«.,  future  working  expenses  in  the  case  of 
insurance  companies  and  similar  concerns,  or  by  the 
employment  of  the  other  means  which  I  have  cdready 
indicated. 

Local  boards,  corporations,  and  similar  bodies  have 
frequently  been  defrauded  by  their  cashiers  concealing  from 
the  auditor  part  of  the  sources  of  income,  which  income  by 
means  of  private  books,  be  personally  regularly  got  in  and 
appropriated.  The  wages  account  is  here,  too,  a  favourite 
method  of  fraud,  and  where  there  are  no  strict  rccjulations 
as  to  paying  caih  balances  periodically  into  the  bank  it  is 
not  uncommon  to  find  the  balance  of  the  cash  book  to  be  a 
myth.  Of  course  there  are  here,  too,  the  possibilities  of  the 
cashier  taking  credit  for  too  much  in  the  shape  of  allowances, 
obtaining  secret  conunissions  on  payments  made,  and 
adopting  other  of  the  means  to  which  I  have  already 
referred.  These,  and  in  fact  all  bodies  which  borrow  money 
on  debenture  or  mortgage  bonds,  are  liable  to  be  defrauded 
by  forgery  of  such  deeds. 

It  may  be  well  to  note  in  passing  that  the  frauds  on  public 
bodies  have  frequently  become  possible  owing  to  superior 
ofHcers  placing  themselves  under  personal  obligations  to 
their  inferiors,  and  thus  losing  control  over  them.  This  was 
the  case  some  time  ago  in  Manchester,  and  I  believe  a 
somewhat  similar  case  occurred  in  Hull. 

As  to  private  trust  accounts  the  mode  of  falsification  will 
be  made,  of  course,  to  suit  the  conditions  of  the  trust,  so 
that  I  shall  make  no  general  remark  upon  them  beyond  this, 
that  it  is  never  wise  to  take  it  for  granted  that  because  the 
books  are  neatly  and  well  kept  and  the  income  annually 
passed  through  and  accounted  for  that  therefore  all  is 
ri^ht.  The  securities  themselves  should  periodically  bo 
overhauled  or  they  may  be  found  wanting,  and  I  may  here 
add  that  the  whole  of  the  securities  should  be  examined  at 
one  time,  or  if  this  be  impossible  those  which  have  already 
been  examined  should  be  kept  apart  in  some  place  of 
security  to  which  access  can  only  be  given  by  the  person 
[uaking  the  examination,  until  the  examination  bo  com- 
jletcd. 

I  have  thus  far  dealt  at  some  length  upon  the  modes  of 
alsification.  In  concluding  this  paper  I  propose  to  mention 
k  few  precautions  which  I  think  are  not  always  taken,  and 
vhich  may  be  of  service  for  occasional,  if  not  constant,  use. 
[  have  already,  in  passing,  made  a  suggestion  or  two  which 
nrould  come  under  this  heading,  but  there  are  of  course  many 
>thors  which  readily  occur  to  one.  To  begin  with,  it  is 
m reasonable  to  expect  that  any  person  who  is  not  fully 
acquainted  with  all  the  sources  from  which  income  is 
Icrived,  can  keep  a  watch  against  its  misappropriation.  I 
hink,  therefore  that  whenever  an  auditor  is  asked  to 
izamine  books  and  certify  a  balance  sheet  he  should,  on 
lis  appointment,  andjat  the  outset,  be  furnished  with  a  sheet 
ontaining  full  particulars  of  the  sources  of  income,  and 
Iso  with  a  complete  list  of  all  books  in  use.  These  lists 
hould  be  prepared,  or  at  any  rate  carefully  examined  and 
>a.ssed  by  the  nead  of  the  firm,  or  in  the  case  of  a  corpora- 
ion  or  other  public  body  by  the  finance  committee,  or  some 
^dependent  and  disinterested  person  fully  acquainted  with 
he  details  and  mode  of  operation. 

Wherever  it  is  possible  the  books  under  examination 
hould  be  removed  to  the  auditor's  office  and  kept  there  until 
bie  audit  is  completed  and  balance  sheet  brought  out,  and 
'hero  this  is  impossible  the  schedules  of  balances  at  any 
i,te  should  be  taken  and  kept  possession  of  by  the  auditor. 
A  continuous  audit  is  no  doubt  a  great  protection,  but  in 
ich  the  auditor  would  do  well  to  employ  his  note  book 
eely  and  keep  on  the  look  out  for  the  alteration  of  figures 
f  ter  they  have  passed  him. 

In  many  cases,  no  doubt,  it  would  be  a  good  plan  were  the 
xditot  to  put  in  an  appearance  at  irregular  dates  without 


previous  notice  and  make  an  informal  partial  examination. 
The  knowledge  that  this  plan  would  bo  adopted  would  cause 
the  books  to  be  kept  posted-up  as  closely  as  possible,  and  give 
the  auditor  an  opportunity  of  judging  how  the  wind  was 
going  by  the  straws  which  he  might  find  blowing  about. 
Audits  made  at  fixed  dates,  and  in  a  set  routine  fashion, 
afford  ample  opportunities  for  making  all  straight  in 
readiness,  and  an  attempt  by  "  irregular  means  "  to  verify 
the  results  brought  out  in  the  books  is  no  doubt  of  great 
value.  For  instance,  a  sudden  call  for  workmen's  pass  books 
and  a  comparison  of  these  with  the  wages  book,  or  a  com- 
parison of  the  production  as  shown  by  means  of  these  and 
other  books  with  that  shown  by  means  of  the  sales  book  and 
other  such  calculations  are  not  always  valueless.  A  frequent 
audit  cannot  be  too  strongly  recommended  as  where  accounts 
are  allowed  to  run  on  to  the  year's  end  there  is  ample 
opportunity  for  monies  to  be  taken  and  replaced  before  the 
books  are  examined,  and  it  would  be  a  good  rule  in  such 
audits  that  very  short  notice  should  be  given  since  by 
temporary  loans  and  other  such  means  an  inconveniently 
large  cash  balance  can  readily  be  reduced. 

^lany  frauds  have  been  effected  owing  to  the  cashier  and 
bookkeeper  being  one  and  the  same  individual,  and  it  is  no 
doubt  most  desirable  that  they  should  be  distinct. 

It  is  a  good  precaution  (for  occasional  use)  for  the  auditor 
to  send  out  direct  to  debtors  and  creditors  a  note  of  the 
balance  which  appears  in  the  books  he  is  examining,  with  a 
request  that  in  case  of  a  discrepancy  they  will  communicate 
direct  with  him.  This  is  a  measure  in  the  exercise  of 
which  very  great  judgment  is  required,  but  has  its  value 
under  certain  circumstances  in  trading  concerns,  but 
especially  the  case  of  building,  land,  and  other  societies  in  which 
it  is  difficult  to  get  the  members  to  send  in  their  books  for 
comparison.  In  making  investigations  when  something  is 
believed  to  bo  wrong,  the  copy  letter  books  and  correspond- 
ence should  of  course  be  carefully  examined. 

In  trading  concerns  statements  of  accounts  should 
always  be  forwarded  by  post,  immediately  when  due  direct  to 
the  customers,  with  a  request  that  any  error  may  be  at  once 
pointed  out,  as  this  would  prevent  many  embezzlements  by 
travellers  and  collectors.  In  some  few  concerns  I  believe  it 
is  the  practice  for  a  list  of  **  cheques  required  "  to  be  sub- 
mitted to  the  board,  and  if  authorised  to  be  drawn,.the 
particulars  are  entered  in  the  minute  book,  and  the  auditor 
occasionally  takes  that  book  as  his  authority  for  passing  the 
payment.  It  appears  to  me  that  in  such  cases  there  is  a 
possibility  of  the  figures  being  altered  after  the  minutes  are 
confirmed,  and  that  it  would  be  a  greater  safeguard  were  the 
list  of  "  required  cheques "  made  out  in  duplicate,  the 
chairman  of  the  company  retaining  one  copy  to  be  subse- 
quently passed  forwarr*  by  him  to  the  bankers,  or  auditor. 
The  total  amount,  too,  might  with  advantage  be  written 
both  in  figures  and  words. 

In  cases  where  it  is  not  the  practice  to  pay  everything 
promptly  into  the  bank,  it  is  needless  for  me  to  say  that  tha 
cash  in  the  box  should  be  periodically  counted  by  some 
independent  and  reliable  person  to  see  that  it  corresponds 
with  the  balance  of  the  cs^sh  book,  and  does  not  consist,  as  it 
has  sometimes  been  found  to  do,  largely  of  I.O.U.'S. 

Further,  I  would  suggest  the  precaution  which  is  not 
always  taken  of  enquiring  at  the  bank  and  ascertaining  that 
the  balance  appearing  in  the  books  of  the  firm  agrees  with 
the  bank  ledgers.  It  is  needless  to  say  that  this  is  a  very 
desirable  course,  when  wo  bear  in  mind  the  possibilities  of 
fabricating  bank  pa^s  books,  and  finally  I  may  say  that  the 
sooner  it  becomes  tho  general  rule  for  receipts  only  to  be 
given  upon  special  printed  forms  the  better  it  will  be  for 
protection  against  forged  ones.  At  present,  in  many  cases, 
there  is  no  protection  whatever,  for  it  is  almost  impossible 
for  any  auditor  to  tell  whether  a  signature  be  genuine  or  not, 
consequently,  vouchers  can  be  made  to  any  extent. 

No  doubt  many  other  precautions  will  occur  to  everyone, 
such  as  for  instance,  arranging  for  clerka  to  change  about  and 
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take  certain  work  in  rotation,  opening  departmental  accounts, 
analysing  stock  sheets,  scrutinising  carefully  the  charges 
made  to  "  plant  "  %nd  other  accounts,  and,  where  possible, 
obtaining  a  periodical  independent  valuation  and  stock- 
taking ;  but  I  did  not  set  out  with  the  object  of  writing  an 
exhaustive  paper  on  the  subject,  and  no  doubt  many  of  these 
pointsi  will  be  enlarged  upon  by  Mr.  Wortley  in  addressing 
you  upon  the  "  Duties  and  Responsibilities  of  Auditors." 

What  I  have  already  said  will,  I  think,  be  suihcient  to 
show  something  of  the  difficulties  which  a  professional 
accountant  is  called  uponto  face,  and  will  also,  I  nope,  arouse 
an  additional  interest  m  your  work  by  reminding  you  that  an 
accountant's  duties  do  not  limit  him  to  moving  in  a  dull 
routine  fashion  but  rather  that  he  has  a  field  in  which,  to  be 
successful,  all  his  mental  powers  must  be  brought  constantly 
into  play. 

"  To  be  forewarned  is  to  be  forearmed,"  and  in  thus  indica- 
ting (though  very  imperfectly)  the  methods  which  have  been 
adopted  in  the  past  for  falsifying  accounts  I  trust  I  am,  to 
some  extent,  contributing  to  fit  you  for  the  efficient  dis- 
charge of  your  duties  as  the  accountants  of  the  future. 

Mr.  Watson  having  replied  to  various  questions  asked  by 
members,  a  cordial  vote  of  thanks  to  the  lecturer,  proposed 
by  Mr.  Cawood  and  seconded  by  Mr.  Best,  was  unanimously 
carried. 

The  meeting  closed  with  a  vote  of  thanks  to  the  chairman 
lor  his  iervices. 


BUILDING  SOCIETIES. 


Thb  following  correspondence  on  the  above  subject  has 
appeared  in  the  TimeSf  and  as  the  matter  is  of  considerable 
Interest  to  a  large  number  of  our  readers  we  give  it  in 
eztenso : — 

To  the  Editor  of  the  Times. 

Sib, — During  the  last  few  years  building  Societies  (or,  as 
they  are  called  in  more  homely  parlance,  '*  building  clubs  ") 
have  been  passing  through  a  severe  ordeal. 

I  have  been  a  solicitor  for  30  years,  and  had  little  to  do 
with  them,  certainly  nothing  during  the  last  20  years.  The 
only  club  I  was  ever  solicitor  for  *'  bust  up  "  in  a  year  or 
two  after  it  started,  and  about  20  vears  ago  we  paid  of!  the 
liabilities  and  returned  the  shareholders  about  17s.  6d.  in 
the  pound,  and  that  was  my  last  enterprise  of  the  kind. 
But  I  have  watched  the  growth  and  development  of  many 
societies  since  mine  came  to  grief,  and  have  been  amazed 
■at  their  apparent  prosperity. 

I  have  no  doubt  that  the  original  object  was  to  enable  a 
man  to  become  the  owner  of  his  own  bouse.  Then  it 
became  a  legitimate  means  of  building  rows  of  houses,  and, 
by  careful  nursing,  in  about  13  years  a  man  should  out  of 
the  rents  have  kept  down  the  society's  subscriptions,  and 
80  become  the  absolute  owner,  freed  from  the  mortgage, 
of  rows  of  cottages.  That  seems  a  very  legitimate  object  to 
attain:  but  having  attained  success  so  far,  the  promoters 
of  such  societies  extended  their  aims,  and  advanced  money 
on  mortgage  of  almost  anything.  I  even  remember  a 
mortgage  being  effected  of  a  colliery.  From  what  were  called 
'*  terminating "  societies  (i.e.,  a  club  that  must  run  itself 
out  at  a  certain  time,  usuallv  about  13  years)  there  arose 
"  permanent "  societies.  Until  a  few  years  ago  these  societies 
farther  extended  and  expanded  themselves,  Arrowing  money 
on  deposit  at  interest ;  so  that  they  were  really  large  financial 
establishments  and  were  doing,  by  means  of  this  borrowed 
capital,  a  business  far  beyond  their  share  capital,  and,  in 
fact,  became  in  many  instances  almost  gigantic  institutions. 
The  directors  were,  of  course,  anxious  to  get  out  their  money, 
and  in  good  times  very  Uberal  advances  were  made  to  **  jerry  " 
builders  and  impecimious  persons  whose  object  was  to  get 
the  utmost  amount  they  could. 


Bather  suddenly  considerable  alarm  arose.  Depci:-: 
became  uneasy  and  wanted  their  money.  Itw&snctc-^ 
venient  to  pay.  In  consequence  there  ha^  been  a  suspeLi.:. 
of  payments,  and  at  this  time  there  is  actoally  co  Lr^ 
business  being  done  by  those  societies.  The  deposit'3^  l* 
told  they  must  wait.  If  they  press  they  will  compei  ::• 
societies  to  wind  up,  and  great  dissatisfaction  must  ens.- 
Meanwhile  some  societies  are  being  wound  up,  and  l  :t- 
crop  of  litigation  of  a  very  interesting  kind  to  the  l&rrr 
has  occurred,  on  which  I  will  not  dwell. 

At  the  present  moment  building  societies  hare  a  gretti". 
of  property,  on  which   they  have   made  liberal  iAfiL<. 
thrown  on  their  hands.    They  dare  not  put  it  onthemr< 
as  it  would  not  sell.    All  they  can  do  is  to  keep  on  DI^  j 
the  property,  and  keep  the  depositors  at  bay  or  ccqcl. : 
them,  hoping  for  that  good  time  coming  when  we  hcp^i:! 
the  property  market  will  improve.    What  I  see,  tt^r-  r. 
is  that  when  an  improvement  comes  the  mariLet  7--  - 
flooded  with  building  club  property,  and  so  the  re&llj  :  ■ 
times  must  be  deferred  until  the  market  is  cleared di:- 
of  rubbish.    Many  of   my  legal  friends  who  had  y2.-^\ 
club  connexions  nad  a  fine  time  of  it  daring  the  bev^ 
Some  of  them  even  were  induced  to  give  a  large  prt::  ^ 
for  the  solicitorship  of  such  societies.     Thote  men  .. 
**  caught  it"  badly,  I  fear. 

There  is  a  good  deal  being  written  just  now  abci:  u 
amendment  of  the  law,  but  I  have  not  seen  a  lice  c  *> 
subject.  Building  societies  have  been  allowed  toe. :.t^ 
their  proper  dimensions,  and  limits  or  safeguards  sh:i.i  -. 

S laced  on  them  that  some    better  security  be  gi^-z ' 
epositors,  who  are   generally  composed  of  the  t:=  ' 
class.    Why  not  have  a  special  commission  on  the  ^\*" 
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I  am,  Sir,  your  obedient  servant, 
A  LANCASHIRE  SOLIC: 


■*,"? 

.!.-»• 


Sir,— The  letter  of  "A  Lancashire  Solicitor "  scs^*^ 
that  a  special  Commission  should  be  appointed  to  r. " 
into  the  operations  of  building  societies  with  a  view  to'/.;"^ 
tion  is  likely  to  mislead  and  cause  uneasiness  ia  ^ ' 
quarters.     Will  you  allow  me  to  inform  him  that  sabs*;  ^ 
to  the  date  of  his  experience  a   Royal  CommiifAJ  '>^ 
appointed,  and  after  a  lengthened  investigation  issuKt"^' 
full  report.    An  Act  which  had  been  promoted  :7  • 
association,    and    approved    by    the    Gommissionen.  ^^ 
obtained,  viz.--37  and  88  Vic,  C.  42  (the  Building  Sx 
Act,  1874),  and  that  so  recently  as  in  August  last  an  Art- 
ment  Act  was  passed  with  a  view  to  protect  the  i  - 
invested  in  these  societies,  by  facilitating  the  rece^-^' 
law  of  the  amounts  advanced  upon  mortgage  secunt^^ 

The  Act  referred  to  (1874)  strictly  limited  the  boibf^; 
be  carried  on  by  these  societies,  and  defined  fortbfv 
time  their  powers  to  receive  deposits  from  others  than  c- 
hers.    Aimual  returns  have  to  be  made  to  the  B(p^' - 
from  which,  when  presented  to  Parliament,  Bomelccc«> 
of  the  financial  position  of  the  several  societies  ci^ 
obtained  by  those  mterested.    A  reference  to  those  n"^ 
during  the  last  nine  years,  supplemented  by  infons-' 
kindly  placed  at  my  disposal  this  day,  enables  m€t> 
that  under  the  Act,  up  to  the  present  date  2,290  soc«- 
have  been  incorporated,  and  that  a  ver^  general  eompi^ 
with  the  requirements  of   the   Act    is    shown.   ^^  '-' 
societies,  655  have  been  old  societies  previously  ce"' 
under  the   Act  of  1836,  under  which  the  bnildii^; 
referred  to  were  previously  established,  leaving  1.^'"'- 
societies  since  the  passing  of  the  Act.     Of  the  touJ  ^^" 
during  the  same  period  254  have  been  dissolved,  liz-^- 
and  192  new.    As  the  Act  provided  a  means  of  diss 
not  otherwise  possessed,  societies  have  in  many  caf^ 
brought  under  the  Act  solely  for  the  purpose  andaste:^' 
ting  societies  naturally  die  out,  and  86  instrumant^  - 
relating  to  dissolution  have  been  registez«d.   Xhenosy- 
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dissolutions  during  th«  present  year  has  been  14  as  against 
22  for  the  whole  of  last  year  so  that  the  somewhat  alarming 
suggestions  of  **  A  Lancashire  Solicitor  "  do  not  obtain  con- 
firmation from  official  data.  Possibly  the  letter  of  your 
correspondent  has  been  suggested  by  local  events,  for  I  find 
that  of  the  1,592  societies  (or,  as  they  were  called  in  more 
homely  parlance,  building  clubs)  certified  previous  to  the 
passing  of  the  Building  Societies  Act  1874,  91  ouly  have 
been  since  incorporated,  56  of  them  having  been  in  existence 
less  than  four  years,  so  that  it  is  evident  that  a  large  propor- 
tion of  the  Lancashire  societies  have  not  been  brought 
under  the  protection  of  the  Act,  or  have  up  to  now  been  free 
from  the  obligations  to  furnish  annual  returns  as  to  their 
position. 

Nearly  £48,000,000  have  been  invested  in  the  incorporated 
building  societies,  and  I  trust  that  you  will  allow  mo  to 
reply  to  your  correspondent  on  their  behalf,  and  to  point 
out  that  a  gentleman  who  acknowledges  that  ho  has  had 
nothing  to  do  with,  or  on  behalf  of,  building  societies  for  20 
years,  and  who  is  ignorant  of  facts  of  great  importance 
connected  with  them,  should  not  be  accepted  as  an  authority 
when  making  statements  affecting  the  stability  of  societies 
generally. 

I  am.  Sir,  your  obedient  servant, 

CHARLES  BINYON,  Chairman. 

Building  Societies'  Protection  Association,  44,  Bedford- 
row,  Sept.  18. 


Sir,— Your  correspondent  "  A  Lancashire  Solicitor  "  has 
called  attention  to  a  very  important  matter,  affecting  as  it 
docs  a  large  number  of  the  classes  who  live  by  weekly  wages, 
and  to  whom  the  safety  of  their  small  savings  is  an  object  of 
no  slight  concern. 

The  alarm  which  your  correspondent  is  inclined  to  take  is 
not,  however,  so  entirely  justified  as  to  call  for  universal 
coudenmation  of  all  societies  and  associations  carrying  on 
business  under  the  Building  Societies'  Acts.  Many  of 
these  societies  have  for  a  great  number  of  years  been  of 
great  assistance  to  thrifty  persons,  who  would  otherwise  not 
have  become  possessed  of  a  house  in  which  to  live,  and  those 
societies  are  firmly  established,  well  managed,  and  to  use  a 
common  expression,  "  as  safe  as  the  Bank  of  England.'* 

But,  unfortunately,  a  class  of  building  society,  so  called, 
exists,  which  while  pretending  to  encourage  thrift  is  really 
nothing  more  nor  less  than  a  gambling  speculation,  in  which 
tho  lucky  members  are  paid  large  sums  from  the  funds 
belonging  to  the  other  members.  From  an  expression  in 
correspondent's  communication  as  to  the  premium  paid  by 
solicitors  for  their  appointment  to  some  of  these  societies  I 
judge  that  the  societies  to  which  reference  is  made  are  of 
the  class  known  as  the  Starr-Bowkett  Societiei?,  of  which 
ihere  are,  perhaps,  200  working  in  the  United  Kingdom  at 
;he  present  time.  These  societies  are  peculiarlv  dangerous 
n  the  matter  to  which  your  correspondent  calls  attention, 
nasmuch  as  the  leading  feature  of  them  is  that  they  make 
tdvances  up  to  the  "  full  commercial  value  "  of  the  property 
)ffered  as  security  for  the  advance.  They  are,  therefore, 
l^ecially  favourable  to  the  operations  of  **  jerry  "  builders 
Liul  speculators  whose  object  is  entirely  foreign  to  the  true, 
•riginal,  and  laudable  intention  of  building  societies — viz., 
he  securing  to  the  members,  by  means  of  their  monthly  or 
ther  periodical  subscriptions,  a  piece  of  freehold,  leasehold, 
r  copyhold  property.  The  inducement  held  out  by  these 
Dc'ieties  is  that  in  return  for  a  small  weekly  subscription 
lie  members  become  entitled  to  participate  in  what  is 
ailed  an  "appropriation,"  which  is  nothing  but  a  deter- 
lining,  by  the  operation  of  chance,  who  shall  be  tho 
►rtnnate  proprietor  of  an  advance  of  from  £100  to  £400  for 
term  of  years.  As  showing  how  little  these  societies  are 
3ed,  or  even  useful,  as  building  societies,  it  is  a  fact  that 
lily  seven-tenths  of  ihe  members  who  thas  become  entitled 


to  the  priority,  immediately  dispose  of  their  right  for  « 
premium  averaging  about  £18  per  cent.    It  is,  therefore, 

Eossible,  and  has  sometimes  occurred,  that  a  member  who 
as  paid  no  more  than  8s.  into  the  funds  of  the  society,  is 
awarded,  by  chance,  the  right  to  an  advance  of  £400,  which 
right  the  society  will  immediately  purchase  from  the 
member  for  as  much  as  £50  or  £60,  and  pay  that  anioont 
from  the  common  funds ;  so  that  this  so-called  building 
society  becomes  nothing  but  a  raffle  for  sums  of  tempting 
amount.  And  while  these  fortunate  individuals  are  thus 
allowed  to  withdraw  from  the  society  with  their  pockets 
lined  with  their  fellow  members'  money,  any  other  member 
upon  whom  the  lot  has  not  so  fallen,  and  who  from  unavoid- 
able circumstances  or  otherwise  requires  the  amount  which 
he  has  subscribed  **  as  an  investment,"  is  informed  that  he 
cannot  withdraw  his  subscriptions,  excepting  subject  to 
deductions  for  working  expenses  and  without  any  interest 
for  his  money.  All  this  is  going  on  in  our  midst  in  the  name 
of  thrift  and  under  the  patronage  of  ministers  of  reUgion 
and  others,  who,  if  they  gave  any  due  consideration  to  the 
principles  of  the  societies,  would  withdraw  their  encourage- 
ment and  support. 

Against  such  institutions  as  these  the  public  voice  should 
be  raised,  while  in  support  of  building  societies  legitimate  in 
their  nature  and  beneficient  in  their  results  no  words  of 
praise  will  be  misplaced. 

I  am,  Sir,  your  obedient  servant, 

THOS.  HABDY. 

Shoreham,  Sussex,  Sept.  18. 


Sib,— In  addition  to  the  facts  stated  in  The  Times  of  the 
18th  inst.  by  **A  Lancashire  Solicitor,"  there  is  another 
serious  fact  to  be  faced — viz.,  that  many  building  societies 
are  founded  on  illegal  principles.  I  refer  to  those  that  pro- 
fess to  lend  money  free  of  interest  to  members  who  are 
fortunate  enough  to  obtain  a  lucky  draw  from  the  ballot- 
box. 

Mr.  Scratchley,  the  eminent  actuary,  in  his  recent  work 
on  Building  Societies,  thus  refers  to  them  : — 

"  Wellwishers  to  the  industrial  classes  must  look  with 
regret  at  this  fungus  excrescence  on  the  excellent  principle 
of  a  building  society,  which  substitutes  the  gambling 
element  for  honest  thrift  and  benefits  one  mem  at  the 
expense  of  many,  which  creates  delusive  hopes,  that  for 
nearly  all  the  members  must  be  replaced  by  disappoint- 
ment, and  enables  a  few  persons  (who  are  aware  of  the 
opportunity  and  have  a  little  ready  money)  to  buy  at  a  con- 
siderable profit  appropriations  of  loans  without  interest 
which  the  lottery  winners  are  unable  to  make  use  of. 

"  This  mischievous  system,  which  deprives  the  members 
of  the  regular  legitimate  interest  they  should  receive  from 
year  to  year  on  their  savings,  should  be  treated  as  a  public 
scandal  and  ended  at  once  either  by  judicial  decision  or  by 
the  strong  arm  of  the  Legislature." 

The  promoters  of  these  societies  trade  simply  on  the 
Government  certificate,  and  tell  the  members  thereof  that 
the  Registrar  would  not  certify  any  rules  unless  he  was 
perfectly  satisfied  that  they  were  both  legal  and  equitable. 
Having  occasion  in  July,  1880,  to  call  his  attention  to  a 
statement  made  to  the  above  effect,  he  wrote  me  as 
follows  : — 

"  Registry  of  Friendly  Societies,  Central  Office,  28, 

Abingdon-street,  S.W.,  London,  July  30, 1880. 

"  Sir,— In  reply  to  your  letter  of  the  21st  I  beg  leave  to 
say  that  I  have  nothing  to  add  to  the  statement  of  the 
Assistant-Registrar  that  the  certificate  of  the  Registrar  of 
Building  Societies  is  not  conclusive  as  to  the  legaUty  of 
rules. 

"  This  was  the  case  even  under  the  old  Act,  but  under  the 
existing  Acts  the  Begistiac  has  not  even  to  examine 
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whether  (to  the  best  of  his  judgment)  the  rules  are  in  con- 
formity with  law  generally,  but  only  whether  they  contain 
the  necessary  provisions  and  are  in  conformity  with  the  Act 
of  1874. 

"  I  return  your  inclosures. 

"  Your  obedient  servant, 

"  J.  M.  Ludlow.'* 

Having  regard  to  the  above  it  appears  to  nie  that  some 
stringent  safeguard  ought  to  be  adopted  in  order  that  the 
public  may  be  assured  that  all  building  societies  are  at  least 
legal  institutions,  oven  if  they  sometimes  advance  money  on 
risky  securities.  A  special  Commission  would,  1  think, 
elicit  valuable  information. 


Yours  faithfully, 
75|  Huddleston-road,  N. 


F.  GREEDY. 


Sir, — Your  correspondent  "  A  Lancashire  Solicitor  "  states 
that  he  has  been  on  the  Kolls  for  30  years,  and  has  had  little 
to  do  with  building  societies,  "  certainly  nothing  during  the 
last  twenty  years."  But  nevertheless  he  makes  a  series  of 
sweeping  assertions  as  to  their  stability.  Permit  me,  as  one 
practically  acquainted  with  the  working  of  these  popular 
institutions  to  point  out  that,  owing  to  the  changes  which 
have  taken  place  since  the  passing  of  the  Act  (G  and  7  Will. 
IV.,  cap  32),  building  societies  have  been  completely  remo- 
delled— their  operations  became  so  extended  that  it  was 
found  a  necessity  on  the  part  of  the  legislature  to  separate 
them  from  fridndly  societies — and,  thanks  to  the  Koyal 
Commission  of  1870,  they  are  now  placed  under  a  distinct 
Act  of  Parliament  (37  and  38  Vic,  cap.  32).  I  mention  this 
for  the  information  of  your  correspondent,  who  docs  not 
appear  to  be  aware  of  the  fact.  If  these  societies  are  as 
loosely  managed  as  "  A  Lancashire  Solicitor  "  would  have 
the  public  to  believe,  how  is  it  that  numerous  permanent 
societies  have  been  able  for  years  past  to  pay  a  fair  dividend 
(from  5  to  7  per  cent.)  to  their  shareholders,  and  to  maintain 
a  reserve  fund.  Statistics  prove  that  it  has  scarcely  ever 
happened  for  a  society  to  become  so  involved  as  to  lose  its 
entire  capital,  and  further,  that  the  total  receipts  in 
connexion  with  building  societies  generally  during  the  Inst 
financial  year  amounted  to  nearly  twenty-one  millions,  'i  lie 
fact  that  building  societies  have  suffered  little  from  financial 
and  commercial  panics  speaks  well  for  the  soundness  of  the 
principles  upon  which  they  are  based.  For  the  last  21  years 
I  have  bought  largely  through  building  societies,  and  I  have 
always  found  that  gpreat  care  has  been  exercised  in  valuing 
the  securities  offered. 

Wheat  and  tares  will  grow  together  until  the  harvest  of  all 
things,  that  being  the  law  of  nature  which  cannot  be  pro- 
vented  ;  but  if  these  societies  are  conducted  upon  sound 
principles  they  are  capable  of  conferring,  especially  upon 
the  mdustrious  and  middle  classes,  inestimable  benefits,  but 
their  stability  and  prosperity  will  always  be  measured  by  the 
integrity  with  which  they  are  conducted  and  legally  advised. 

I  am,  Sir,  yours  obediently, 

Londoiii  Sept.  18.  F.  D. 


Commenting  on  the  above  The  Times  of  the  22nd  ult. 
has  the  following  article  : — 

**  A  Lancashire  Solicitor  "  called  attention  in  our  columns 
on  Thursday  to  the  position  of  building  societies.  Building 
societies  were  originally  clubs  consisting  of  a  few  members 
who  combined  to  purchase  dwelling-houses  for  themselvcd 
in  turns.  All  might  be  supposed  to  desire  to  buy  ;  a  majority 
of  them  were  prepared  to  wait.  Usually  lots  were  drawn  to 
decide  which  should  first  be  allowed  to  profit  by  the  aggre- 
gate resources  and  obtam  possession  of  a  tenement.  He 
who  won  had  his  house,  and  paid  for  it  by  instalments,  in- 


cluding liberal  interest.    No  object  or  result  could  bo  --  t 
legitimate  or  more   socially  beneficial.    In  course  of  t  y 
socictios   enlarged  their  scope  as  their  number  of  nv  :l  r 
and   their  means  increased.     Men  enrolled  tbemseiv-.  .: 
the    p;irposo    of    owning    houses  as  an  investmeiit.  T.^ 
acquired  from  their  building  society  money  to  buili .:  r 
cottages  they  intended  to  let.     This  function,  al»o,  u.. 
often,  it  is  admitted,  be  usefully  discharged  by  such  a-  .r 
tions.     Gradually  other  duties  have  been  assumed  b\!_-: 
They  have  grown  into  borrowing  and  lending  banks.  Dei   . 
are  invited,  and  the  depositors  frequently  receive  b..." 
to   seven   per  cent,  on   their  loans.     Societies  cmj'.zv ;  : 
capital  in  loans  on  freehold  and  leasehold  security.    \-  -■ 
nmnication  wo  print  to-day  states  that  nearly  fcrtv^.." 
millions  sterling  have  been  invested  in  incorporated  j..    -' 
societies.     Building  societies  incorporated  under  th}/- 
ing  Societies  Act  1874,  number  2,220.     In  addition  U'-r:  : 
the  survivors  of  the  1,592  certified  under  the  Act  of  VVil: 
IV.     England  is  covered  by  a  network  of  them.    Vcrv:. 
rising  working  men  and  a  multitude  of  clerks  aiica  -. 
tradesmen  have  had  dealings  with   some  building  ^^  - 
either  as  depositors  or  borrowers.     Building  Socieiii- :.  - 
relation  to  the  occupants  of  the  debatable  ground  of ..' 
middle  life,  the  place  of  the  friendly  and  industrial  ^oc>:  ■ 
the  less  ambitious  workmen.    They  are  the  societies  o: . 
struggling  classes,  whether  the  struggle  tend  up^j^l? 
downwards.     It  is  no  bad  test  of  a  forward  movemeLt 
artisan  that  he  has  invested  money  in  a  buildms  --'  • 
A  building  society's  books,   on  the  other  hand,  wil.u*  . 
contain  evidence  as  damaging  to  the  solvency  of  pirt .:  :- 
community  as  they  redound  to  the  credit  of  the :  j*.- 
another  part. 

A  large  and  import uit  section  of  the  nation  is ini: ••  ■ 
in  the  solidity  and  trustworthiness   of    building  v     ' 
Our  correspondent  of   Thursday  brought  agaiu>t--  = 
charge  which  cannot  be  too  promptly  and  thorouglil^ '' 
gated.     He  dwelt  on  the  undoubted  fact  that  they  L 
come  gigantic  institutions;  that  they  have  stretcvn' 
far  beyond  their  primary  object  of  clubs  for  the  sucv -'• 
purchases  of    residences  for  their   shareholders;  un. 
they  are  really  financial  establishments.    His  chiRt '  • 
that  they  have  engaged  on  a  stupendous  scale  in  the  bu--'  * 
of  financing  a  particular  description  of  speculation,;i2-i' 
their  business  has  lately  brought  them  to  the  verged  r~ 
'liio   mon'^y   they  have  received   from   their  depo^l^ r- 
asserts,  has  been  lent  out  again  on  securities  it  is  Lmp >• 
to  realize.    If  the  depositors  enforced  payment,  m&ny  ^ ' 
societies    would,   according  to  "A    Lancashire  So.»c.* ' 
have  to  be  wound  up.     Times  are  bad  for  the  proper:/ 
which  the  funds  of  building  societies  are  tied  up.   H-. 
lieves  they  are  not  likely  to  improve.     Should  a  glimy* 
improvement  be  perceived,  he  predicts  the  market  v.. 
flooded  with  building  club  property  and  prices  wiilsink. 
reproaches  their  chiefs  for  reckless  advances  to  specuU: 
builders,  and  the  State  for  having  permitted  them  v 
grow  their  proper  province  of  building  clubs  and  to  jp  - 
snares  *for  the  humbler  sort  of  depositors.    The  remt^l;  - 
proposes  is  a  Commission  to  collect  testimony  to  their  vr- 
doings,  and  to  deliberate  on  their  reform.    His  indictiJ^ 
has  not  been  accepted  with  meekness.     This  mominc  ^- 
Binyon,  who  is  chairman  of  a  body   called  the  Bui:''- 
Societies  Protection  Association,  and  another  correspoa^^' 
unite  in  repelling  his  attack.     They  certainly  snccev*:  : 
showing  that  he  did  not  take  the  trouble  to  master  the  k.- 
lation  on  building  societies  before  sitting  down  to  cnt~  - 
its  defects.     Ho  displays  no  knowledge  of   the  statut' 
1874  and  of  its  amendment  last  August,  or  of  the  inq  i  •; 
of  the  Royal  Commission  to  which  the  enactment  of  1' 
was  due.    Had  ho  pursued  his  researches  further  thii '► 
legislation  alone  in  force  at  the  date  of  his  personoi  - 
nexion  with  the  habits  of  building  societies,  he  would  £■> 
learnt  that  the  State  had  been  less  supine  than  he  tbu:>- 
The  powers  and  nature  of  the  business  of  building  io^^ 
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>  be  formed  subsequently  to  1874  have  been  more  strictly 
pecitied  than  previously.  Societies  incorporated  under  the 
ct  of  1874  have  to  make  annual  returns  to  the  Kegistrar  of 
riendly  Societies,  and  these  are  presented  to  Parliament, 
[r.  Binyon  and  "  F.D."  put  "  A  Lancashire  Solicitor  "  out 
f  court,  as  a  witness  against  building  societies  founded  and 
I'gulated  on  a  basis  of  the  existence  of  which  he  appears  to 
e  ignorant.  A  formidable  residue,  it  is  acknowledged  by 
is  opponents,  is  left  of  the  fourteen  or  fifteen  hundred 
scieties  certified  under  the  earlier  Act,  of  which  only  a 
mail  minority  have  requested  incorporation  under  the  Act 
f  1874.  It  would  be  a  sufiiciently  serious  matter  that  "a 
irgo  proportion  of  the  Lancashire  societies"  sliould  be 
pen  to  the  suspicion  of  virtual  insolvency  suggestovl  by  the 
nimadversions  of  our  correspondent  of  Thursday.  Two 
tiler  correspondents,  however,  who  cannot  be  accused  of 
is  neglect  of  the  legislation  of  1874,  with  its  preliminaries 
nd  sequel,  o£Fer  remarks  to-day  of  a  nature  to  imply  that 
le  extension  of  the  law  on  building  societies  of  the  most 
lodem  origin  has  not  cured  them  of  the  faults  discovered 
y  *'A  Lancashire  Solicitor"  in  their  elders.  The  Acts  of 
S74  and  last  session  do  not  forbid  advances  up  to  the  **  full 
ommercial  value  "  of  the  security.  The  full  value  in  periods 
I  sanguine  prosperity  obviously  will  be  very  different  from 
le  full  value  in  seasons  of  depression.  The  Act  of  1874 
nd  last  session  have  not  prevented  the  appropriation  to  a 
>w  members,  who  are  fortunate  at  the  ballot,  of  loans  from 
100  to  £400  for  a  term  of  years  free  of  interest.  One  of  our 
srrespondents  of  this  morning,  Mr.  Thomas  Hardy,  accuses 

whole  class  of  building  societies,  two  hundred  in  number, 
:  addiction  to  a  practice  which,  as  he  justly  says,  turns 
lem  into  an  organization  for  a  raffle,  and  picks  the  pockets 
[  the  mass  of  the  shareholders.  The  obligation  upon 
ailding  societies  to  submit  their  rules  to  the  Uogistrar  of 
riendly  Societies,  it  might  have  been  thought,  would  have 
iiidered  the  establishment  of  a  system  properly  stigmatized 
5  *'  a  pubUc  scandal."  The  Registrar  appears  from  his  own 
atement,  quoted  by  Mr.  Croedy  to-day,  to  be  powerie-is 
even  to  examine  whether  the  rules  be  in  conformity  with 
law  generally."  His  right  as  well  as  his  duty  is  re^trietetl 
t  the  bare  investigation  whether  they  contain  particular 
■ovisions  enjoined  by  the  Act  of  1874.     They  may  euiijiaee 

hundred  others  palpably  inexpedient  or  illegal,  yet  he  is 
i  bound  to  issue  his  certitlcate  as  Somerset  Hojse  to  stamp 
lo  false  vaunts  of  a  patent  medicine. 
Two  conclusions  can  be  drawn  at  once  from  the  controversy 
.  its  present  stage.  Unless  the  legislation  of  1874  and  since 
ere  mischievous  or  useless,  presure  ought  to  be  brought  to 
»ar  on  the  older  building  societies  to  make  them  take 
I  vantage  of  it.  The  jurisdiction  of  the  Registrar  of 
riendly  Societies  should  be  enlarged  to  the  extent  of  en- 
)ling  him  to  condemn  regulations  manifestly  contradictory 

the  principles  of  thrift  and  persevering  industry  which 
lilding  societies  exist  to  promote.  A  lottery  with  pecuniary 
izes  is  not  more  lawful  under  the  name  of  a  building 
ciety  than  under  any  other  pretext.  Although  the  State 
II not  always  be  at  the  pains  to  track  violations  of  its  rule 
the  subject,  it  may  fairlv  be  required  not  to  crown  an 
fraction  of  it  with  a  certificate  of  approval.  The  much 
rger  question  of  the  possible  insolvency  of  building  societies 
rough  their  assumption  of  perilous  risks  is  less  easily 
Ivecl.  Building  societies  have  naturally  been  tempted  to 
ibark  on  their  hazardous  financial  enterprises  by  the  wants 
til  of  borrowers  and  lenders.     Borrowers  of  the  kind  found 

the  books  of  building  societies  could  not  generally  procure 
a    udsauces  they   need  in  the  way   they  need  tliem  from 

Unary  hanks.  The  capitalists  from  whom  the  societies 
t {Lined  their  funds  are  of  a  species  precluded  from  the 
/fsiments  in  favour  with  wealthier  adventurers.  They 
^^os  too  little  to  try  th«Mr  fort. me  in  American  railway 
iLi'*'^  or  Russiiin  stocks.  They  are  not  content  with  the 
.Kif>t  interest  of  Savings  HaiiK.s.  They  wish  to  make  live 
r   cent*  or  more  by  their  money,  and  shares  in  buildmg 


societies  have  given  it  them.  No  other  investment  readily 
available  for  them,  or  at  all  events  known  to  them,  would  have 
earned  them  the  rate  of  interest  they  craved.  When  they 
have  gained  it  without  detriment  to  the  safety  of  their 
principal  they  have  speculated  advantageously.  When  the 
security  has  turned  out  ill,  as  in  the  instances  referred 
to  by  "  A  Lancashire  Solicitor  "  and  others,  their  speculation 
has  been  unfortunate.  In  any  case,  investment  in  building 
societies  conducted  as  considerable  financial  estahlishments 
is  a  speculation,  and  must  be  judged  as  such.  To  propose, 
as  would  seem  to  be  the  inclination  of  "A  Lancashire 
Solicitor,"  that  building  societies  should  be  subjected  to  a 
supervision  and  to  ordinances  which  would  msure  their 
members  and  depositors  against  the  chance  of  loss  is  in 
effect  to  say  that  they  should  not  pay  large  interest.  The 
institution  is  too  deeply  rooted  for  the  Legislature  to  be  at 
all  likely  to  attempt  thus  to  secure  their  members  in  spite 
of  themselves.  What  might  be  reasonably  asked  is  that 
more  complete  provision  should  be  devised  for  directing  their 
course  aright  at  starting,  and  for  warning  in  time  the  body 
of  their  members  of  ruinous  hazards  and  threatened  in- 
solvency as  they  proceed.  Any  experienced  actuary  could 
see  at  a  glance  defects  in  the  programme  of  a  society  which 
should  be  corrected  forthwith.  A  searching  audit  would 
admonish  members  of  a  jiolicy  among  their  managers  suie 
to  lead  to  disasters.  It  is  useless  to  demand  for  building 
societies  a  submission  to  control  which  would  fetter  the  free- 
dom of  their  conductors  to  transact  business  in  the  only 
way  in  which  it.  can  be  made  to  pay.  Their  members  and 
tlie  general  public  have  a  right  to  expect  that  the  State 
should  not  pretend  to  a  superintenence  which  is  merely 
illusory,  and  that  it  should  afford  those  on  whom  the  penalties 
of  improvident  trading  must  fall  the  opportunity  of  self- 
preservation  by  a  seasonable  detection  of  its  commencement. 

From  the  Times  Manchester  Correspondent. 
The  nature  of  the  trial  through  which  building  societies 
are  passing  may  be  shown  by  a  glance  at  the  position  of  two 
or  three  of  the  most  successful  of  the  Manchester  societies 
as  it  is  at  present  and  as  it  was  some  years  ago.  It  may 
be  remembered  that  in  the  autumn  of  1878  public  attention 
was  hirijely  drawn  to  the  Victoria  and  the  Queen's  Building 
Societies  at  Manchester  by  the  circumstances  in  which 
many  of  the  shareholders  were  seized  with  sudden  and 
apparently  groundless  alarm.  Within  four  days  a  sum 
of  £-30,000  was  paid  over  the  counter  to  1,000  panic-stricken 
members  of  the  Queen's  Society  alone.  Notices  of  with- 
drawal of  investment  rained  heavily  upon  both  these 
societies,  and  at  least  one  other  for  weeks.  But  in  the 
meantime  a  reaction  of  confidence  had  set  in  almost  as 
quickly.  The  directors  of  one  society  were  enabled  to  state 
that  on  the  fourth  day  of  the  run  upon  their  till  their  receipts 
more  than  balanced  their  repayments.  In  both  cases  it 
appeared  that  public  confidence  in  the  societies  was  rather 
confirmed  than  shaken  by  the  manner  m  which  they  had 
withstood  the  storm.  Its  origin  was  something  of  a  mystery 
but  the  accepted  explanation  was  that  it  sprang  &om  a 
baseless  rumour  of  the  societies  being  involved  in  the  great 
Glasgow  Bank  failure,  and  that  of  the  Manchester  mercan- 
tile firm  of  Heugh,  Balfour  and  Co.  Alarmed  shareholders 
had  to  be  reminded  that  their  money  was  applied  strictly  to 
non-commercial  purposes  ;  it  was  lent  upon  mortgage  of 
freehold  property  alone.  It  was  not  even  lent  upon  land, 
but  only  upon  leasehold  or  freehold  erections  upon  land.  So 
careful  were  directors  in  their  choice  of  investment  in 
buildings  themselves  that  anything  deemed  so  uncertain  in 
value  ixs  a  cotton  mill  had  been  then  shown  t3  be  was 
shunned.  A  signal  proof  of  confidence  in  the  societies  was 
f^iven  by  the  outside  creditors,  the  holders  of  their  loan 
rapital.'who  left  their  money  with  them  without  betraying 
thi'  least  uneasiness,  as  also  did  the  larger  investors  in  sluiies 
at  tlie  time  when  small  holders  o.  shares  were  in  hot  haste 
to  withdraw. 


890    No.  19. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL.       November  1, 18S4. 


A  strange  feature  of  the  panic  had  been  the  readiness  with 
which  BO  many  shareholders  assumed  that  their  directors 
had  behed  tlveir  professions,  and  engaged  in  business 
outside  their  scope.  The  credulity  or  the  ignorance  may  be 
excused  in  part  by  the  supposition  that  among  the  thousands 
of  societies  there  have  been  more  than  enough  examples  of 
a  policy  that  was  questionable  at  the  best,  and  attended 
with  dire  results.  But  sheer  ignorance  of  their  individual 
position  as  investors,  and  of  their  legal  obligations  as 
incorporated  societies,  seems  to  be  almost  as  much  a 
characteristic  of  the  members  of  building  clubs  in  these 
days  as  it  was  in  those  earlier  times  when  ignorance  of 
arithmetic  was  the  rock  upon  which  many  of  the 
•*  terminable  "  building  societies  were  wrecked.  The  calcula- 
tions of  what  could  be  done  with  money  in  a  given  time 
were  often  glaringly  fallacious.  In  other  cases  a  calculation 
theoretically  sound  had  the  practical  fault  of  allowing  for 
too  few  of  the  contingencies  that  lie  in  the  path  of  a  society 
of  small  investors,  obliged  sometimes  to  leave  its  capital 
unemployed,  at  other  times  to  lend  it  on  security  which 
turned  out  to  have  depreciated  when  the  society  had  to  use 
its  remedy  against  a  borrower  in  default.  In  a  terminable 
society  there  was  hardly  time  allowed  for  such  a  thing 
as  holding  on  to  property  till  prices  recovered  or  the  property 
itself  had  been  well  '*  nursed."  In  the  later  epoch  of  their 
development  a  misgiving  is  sometimes  heard  that  the  adop- 
tion of  the  "  permanent  "  system  is  itself  an  undue  extension 
of  the  originally  sound  idea  of  uniting  capitalists  and 
borrowers  to  make  the  latter  the  owners  of  their  homes. 
This  view  of  the  matter  is  almost  refuted  by  the  fact  of  so 
many  once  terminable  societies  having  adopted  the  permanent 
system  with  success.  Societies  which  were  to  work  themselves 
to  an  end  in  10  to  li  years  were,  of  course,  attended  with 
the  prosperity  that  results  from  a  combination  of  skill, 
integrity,  and  good  fortune.  A  suspicion  nevertheless  arose, 
on  an  examination  of  their  schemes  and  tables,  that  some  of 
the  societies,  nominally  successful,  had  only  avoided  disaster 
by  expedients  foreign  to  their  own  plan.  In  some  cases  the 
terminable  societies  made  the  best  they  could  of  their 
situation  of  deficiency  at  the  end  of  the  term  by  prolonging 
it  for  several  years  beyond  the  appointed  time.  In  others 
the^  did  better,  perhaps  by  an  immediate  composition  and 
division  of  the  loss,  absolute  or  relative,  between  the  borrow- 
ing members  and  the  leaders. 

The  advantages  which  brought  the  permanent  system 
into  favour  were  such  as  are  now  put  to  a  test  by  the  crisis 
through  which  the  property  market  is  passing.  Its  ad- 
herents maintain  their  confidence  that  a  well-managed 
society  must  stand  the  ordeal  at  least  as  well  as  other 
limited  liability  concerns  under  similar  pressure.  Their 
main  difhculty,  in  their  own  view,  is  to  inspire  all  the 
partners  in  -the  undertaking  with  the  same  feeling  of 
constancy  under  trial.  The  case  of  some  is  acknowleged  to 
be  a  hard  one,  because  individual  wanes  and  circumstances 
make  them  unable  to  wait  with  as  much  composure  as 
richer  men  may  wait  while  their  property  can  be  retrieved. 
But  the  endeavour  has  been  made  at  least  to  lighten  the 
burden  in  such  cases  by  special  forbearance  and  indulgence. 
In  short,  the  policy  of  the  directorate  of  such  societies  is 
to  do  whatever  can  be  done  legitimately  to  secure  them 
rest  till  the  crisis  is  over  and  to  keep  the  members 
together  on  any  reasonable  conditions,  on  the  principle  that 
what  is  best  for  the  society  as  a  whole  must  be  best  for  the 
members  generally.  Unfortunately,  the  baseless  panic  of 
1878  proves  to  have  been  something  like  a  rehearsal  of 
the  more  serious  and  enduring  distrust  that  has  been  slowly 
operating  for  five  or  six  years.  It  has  been  seen  that  the 
yalue  of  property  in  the  neighbourhood  was  depreciating.  A 
director  of  one  of  the  societies  told  the  frightened  members 
in  1878  that  the  only  excuse  for  their  conduct  would  have 
been  a  great  and  general  fall  in  the  value  of  building 
property.  He  gave  them  fair  evidence  at  the  time  that  no 
Buou  ciicomstance  was  yet  afieoting  them.    Since  then  the 


case  is  altered  for  the  worse,  and  the  less  snb«;t&L:^ 
members,  or  the  more  timid,  now  find  their  justiticaticL !  r 
withdrawal  in  a  part  of  the  reasoning  which  was  emp. «:-; 
against  it.  But  they  are  apt  to  overlook  another  imponi : 
argument  of  the  most  influential  supporters  of  the  sc^'ut  - 
on  the  same  occasion.  It  was  represented  that  the  lure^ 
way  of  bringing  a  well-managed  society  into  danger  wis :; 
threaten  it  with  loss  of  its  resosirccs  in  a  time  of  real  dif*. 

The   want  of    thought  or  of   common  sense  with  w:  : 
people  may  put  their  money  into  a  society  is  shown  by  :5» 
blank  surprise  sometimes  expressed  by  investors  at  in::: 
that  they  are  not  merely  depositors  of  cash  who  can  rec* 
it  at  will,  but  absolute  shareholders  ^thou^h  with  liniit'. 
liability),  whose  withdrawal  of  money  is  subject  to  mlc.i: 
of  rule  which  in  a  time  of  pressure  has  to  be  enforced  u: 
interests  of  the  whole  society,  though  in  an  ordinary  t:: 
of   good  business  or  of  large  cash  balances  it  has  t^ ' 
thought  good  policy,  as  well  as  foimd  conven  ent,  t  •' 
members  have  their  money  when  they  wanted  it.  C>nt : 
the  main  advantages  of  a  permanent  society  over  a  ter^^ 
able  society  is  defined  by  Mr.  Scratchley  in  his  well-ki  «t 
treatise  on  the  subject,  as  the  augmentation  of  such  p]« ' 
of  doing  good  as  results  from  mutual  aawyiation.  \^-'- 
times  are  favourable  the  numbers  of  members  out  :« 
increased    month    by     month     instead    of   dimini'-- 
Necessary  expenses  of   foundations  and  managemco: 
equitably  spread  over  a  long  period  instead  of  burir^ 
the  smaller  resources  of   a  terminable  society.   M^'" 
may  withdraw  subscriptions  or  redeem  their  mortgac?^.  - 
indeed,  unconditionally,   but  with  less  delay  andeii'- 
than    were    experienced    in  a    terminable   society-   I- 
duration  of  subscriptions  can  be  fixed  with  more  ceTcJ 
and  members  join  at  any  time  without  having  to  ^^  '-. 
arrears  on  shares,  or  an  entrance  fee,  which  has  h&i :  ' 
increased  (in  the  case  of  a  terminable  society)  year  l;  '-' 
as  its  term  went  on.    The  permanency  of  a  society  r?-" 
the  difficulty  peculiar  to  terminable  societiesastheyn' ' 
their  latter  years,  of  fmding  borrowers  on  a  mon^iu 
term  of  which  must  be  so  limited,  and  the  rate  of  rep '^' 
therefore,  so  much  the  heavier.     With  all  these  anJ  •  ' 
points  in  their  favour,  buildinjg  societies  must  natua' ' 
subject  to  some  of   the    fluctuations  and    vicisitQ<3«'  - 
almost  any  public  undertaking.     In  present  circunistat« 
some  of  the   best  and  most  successful  find  itneccssuy'' 
take  in  sail  in  all  directions.    They  confine  their  busiDew- 
the  most    careful    limits.     They   enforce   restricaoas  : 
withdrawals.    They  strengthen  their  reserve  funds  tfl  £ ' 
confidence  to  the  loan-holders  rather  than  divide  as  x - 
interest  as  they  might  among  shareholders.    Thats-^-- 
course  will  be  universally  adopted,  or  invariably  succ»^  ■ 
is  too  much  to  expect. 

The  shrinkage  in  the  operations  of  the  two  vo^^^^ 
Manchester  societies  can  be  indicated  by  a  very  few  o('  - 
figures.     In  the  case  of  the  Victoria,  the  year's  tamoT^: 
1878  was  £840,000 ;  in  1883  (the  society's  28th  year)  -t  '- 
£389,000.     Amount  advanced  on    mortgage  during  j^' 
£372,000 ;  in  1883,  £21,000.     The  number  of  sbarehcu 
had  decreased  by  about  2,000,  being  at  the  close  of  \^^':\ 
6,799  depositors  or  "unadvanced"  shareholders,  ani  " 
mortgage  or  **  advanced  "  shareholders.    The  total  orj^ 
the  depositors  had  fallen  from  £1,120,746  to  £748,*^' 
total  owing  by  the  mortgagors  had  fallen  from  £1.7>?.*^' 
£1,238,044.     The   amount  due  to  loan-holders  was  ifJ 
from  £556,000  to  £467,523.     lb  is  pointed  out  at  the  am  - 
meetings  that  the  society  keeps  well  within  the  legal  b*.-^ 
ing  powers,  which  are  limited  to  two-thirds  of  theaffi-  - 
society  lends  out.     The  number  of  loan-holders  in  N**- 
1,166.    The  Queen's  Society,  at  the  end  of  1878, 8t»^^. 
total  receipts  in  15  years  to  have  been  8J  niiUions.  aL- 
total  liabilities  were  1^  millions  ;  so  that  6}  niillH^r:*^ 
been  repaid  to  members  in  the  ordinary  course  of  i)U<- 
The  number  of  depositors  was  20,000,  and  their  invcs:i-= 
ranged  in  value  from  only  6d.   up  to  some  thousaa 
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pounds.  But  five  years  later,  at  the  end  of  1883,  the  total 
receipts  had  not  quite  reached  9}  millions  in  the  20  years. 
The  amount  advanced  on  mortgage  during  the  year  1877 
was  £523,000 ;  during  1883  it  was  only  £13,800.  Balance  of 
last  year*s  profit,  after  paying  all  loan  interest  and  charges, 
and  writing  o£f  realized  losses,  £24,800.  This  society  was 
entitled  to  borrow  up  to  £785,000,  but  had  kept  within  its 
borrowing  powers  by  nearly  £600,000.  The  chairman  stated 
that  since  the  adverse  times  set  in  the  society  had  paid  it- 
members  alone  above  1}  million  sterling ;  it  had  also  repaic 
about  half  a  million  of  loan  investments.  It  had  paid  ever. 
loan  obligation  up  to  date.  In  the  same  period  anothei 
Manchester  society  had  repaid  a  similar  toted  of  two  millions. 
At  the  end  of  1883  there  was  £1,075,000  owing  to  the  Queen's 
by  mortgagors.  The  amount  of  loans  owing  by  the  societv 
was  only  £36,000  more  than  in  1879. 

Such  figures  are  adduced  in  evidence  of  prudent  manage- 
ment and  the  strength  of  a  society's  resources  for  paying  itH 
way.  At  the  same  time,  it  is  pointed  out  that  the  disposition 
of  loan-holders  to  seek  other  investments  is  naturally  in- 
creased when  they  observe  a  continuous  withdrawal  of  a 
society's  shareholders  and  diminution  of  the  assets  on  which 
they  rely.  It  is  reassuring  to  see  that  capitalists  who 
have  been  connected  with  Manchester  building  societies  for 
50  years  remained  undismayed  amid  the  apprehensions  of 
which  the  letter  of  "  A  Lancashire  Solicitor  "  in  Tiie  Times 
of  Sept.  18  was  a  reflection.  These  capitalists  maintain 
their  opinion  that  no  better  working  class  investment  can  be 
found  than  a  carefully-managed  building  society  on  well 
3stabli8hed  principles.  But  it  is  acknowledged  that  very 
nuch  depends  upon  the  maintenance  also  of  a  general  feeling 
>f  confidence,  and  a  resolution  to  be  as  loyal  as  possible  to 
;he  partnership.  If  societies  are  to  be  forced  to  flood  the 
narket,  in  a  time  of  depression,  with  property  that  has  been 
thrown  on  their  hands  by  mortgagors  their  case  must  be 
preatly  aggravated.  It  has  long  been  said  that  speculators 
vere  waiting  for  the  fall,  and  would  be  ready  to  find  their 
idvantage  in  wholesale  purchase  at  the  low  rates  which  a 
preat  collapse  of  building  societies  might  bring  about. 


Sir, — Your  correspondent,  a  *'  Lancashire  Solicitor,"  has 
terformed  a  great  public  duty  in  calling  attention  to  build- 
Qg  societies,  and  urging  the  necessity  of  a  special  commis- 
ion  to  inquire  into  their  working. 

Mr.  Binyon,  the  recognized  representative  of  building 
ocieties,  has  sent  you  many  valuable  statistics,  but  he  has 
1  together  failed  to  meet  the  points  so  ably  stated  by  your 
orrespondent,  who  dealt  (1^  with  the  instability  of  many 
ocieties  (2)  with  the  magnitude  and  irregularity  of  trans- 
ctions  outside  their  legitimate  scope,  and  (3)  by  inference 
rith  the  helplessness  of  investing  members  (mostly  of  the 
liddle  classes)  to  prevent,  under  the  present  law,  flagrant 
iolations  of  the  Building  Society  Acts. 

Will  you  allow  me,  as  a  member  of  both  permanent, 
^rminaDle,  and  Starr-Bowkett  societies  for  upwards  of  20 
sars,  and  so  one  who  has  closely  studied  their  working,  to 
,ate  a  few  facts  and  the  reasons  which  have  induced  me  to 
ithdraw  from  building  societies,  and  to  advise  my  friends 
»  do  the  same  ? 

Many  years  ago  I  joined  a  permanent  society,  registered 
ader  the  Act  6  and  7  William  IV.,  cap.,  32,  and  now  in 
>urse  of  liquidation.  Balance-sheets  were  published  yearly 
Lowing  profits,  and  dividends  declared  with  the  utmost 
inctuality  ;  in  fact,  things  looked  almost  "as  safe  as  the 
ink  of  Kngland;*'  but  in  1881  serious  objections  were 
ised  to  the  payment  of  the  proposed  dividends,  on  the 
DUiid  that  the  assets  were  not  properly  represented,  and 
at  the  society,  instead  of  being  in  a  position  to  declare 
vidends,  was  absolutely  insolvent.  These  statements  were 
omptly  denied  by  the  officials,  and  the  dividend  was  paid 

tlae  co.irse.  The  dissenting  members,  however,  after 
rouuous  ejkercioiiti,  bucueuaea  m  oubuiuiiig  a  committee  of 


investigation,  one  of  the  auditors,  for  obvious  reasons,  being 
placed  on  such  committee.  Their  unanimous  report  is  too 
long  for  insertion  in  The  TitneSf  but  the  result  of  the  investi- 
gation will  be  interesting  to  the  public  at  this  juncture. 

Our  liabilities  amounted  to  £35,000,  consisting  principally 
:>f  members'  subscriptions,  £25,500,  and  loans  and  deposits, 
£8,350.  On  the  other  hand,  our  assets  were  represented  by 
advances  (less  prospective  interest)  £17,800,  and  estates 
iccount  (i.e.,  houses  thrown  on  the  society's  hands)  £17,200. 
L'his  estates  account  was  the  key  to  the  position,  and,  un- 
ortunately  for  the  members,  covered  '*  a  multitude  of  sins," 
for  it  was  proved  that  only  £10,000  had  been  advanced,  while 
67,200  represented  unpaid  interest,  ground-rent,  repairs,  &c. 
The  commercial  value  "  being  estimated  at  £7,200,  the  total 
loss  was  found  to  be  £10,000  upon  a  capital  of  £25,000. 

This  loss  was  incurred  on  seven  or  eight  transactions,  of 
which  I  will  instance  two,  merely  premising  that  our  rules 
strictly  provided  that  no  advances  should  be  made  except 
jpon  the  written  reports  of  the  surveyor,  two  members  of 
the  survey  committee,  and  solicitor ;  and  that  "  in  no  case 
shall  any  property  be  deemed  a  sufficient  security  to  the 
society  ....  which  is  held  for  any  term  of  years  sub- 
ject to  the  payment  of  rack-rent." 

*'  A  "  obtained  £950  on  some  City  premises,  held  for  a  term 
of  only  eight  years  at  a  heavy  rental,  the  advance  to  be 
repaid  in  80  months.  '*  A "  becoming  a  defaulter,  the 
society  took  possession,  and  within  18  months  sold  this  lease 
by  public  auction,  including  "the  valuable  fixtures,"  for 
£90,  of  which  £60  was  swallowed  up  in  expenses.  The  total 
loss  was  admitted  to  be  £1,105  on  this  single  transaction. 

**B"  obtained  £800  (upon  the  mere  verbal  report  of  the 
surveyor)  on  some  City  property,  held  at  £450  per  annum, 
on  a  7,  14,  or  21  years'  lease,  of  which  13^  years  were  un- 
expired. *'  B  "  becoming  bankrupt  the  society  were  saddled 
with  the  enormous  rent  of  £450 — the  premises  remaining 
unlet.  The  directors  then  determined  to  cancel  this  short 
lease ;  and  by  paying  £3,050  obtained  a  superior  lease  for  65 
years  at  £250  per  annum.  This  property  was  subsequently 
let  at  £325,  or  a  profit  of  £75  per  annum  for  a  total  expendi- 
ture of  £5,750.  The  commercial  value  being  estimated  at 
£1,000,  the  lesson  this  transaction  amounted  to  £4,750. 

I  strongly  urged  in  1881  that  our  society  should  be 
registered  under  the  1674  Act,  in  order  that  the  members 
might  have  some  asssurance  that  the  balance-sheets  were 
correct ;  but  I  was  informed  that  it  was  quite  easy  to  ride 
between  the  lines  of  the  Act  in  furnishing  the  returns  to 
the  registrar.  What,  then,  is  the  use  of  Mr.  Binyon's 
statistics? 

In  conclusion  allow  me  to  add  one  word  as  to  the  auditing. 
If  your  suggestions  were  carried  out,  and  all  accounts  sub- 
mitted to  an  experienced  accountant  or  actuary,  much  mis- 
chief would  be  obviated ;  but  my  experience  leads  me  to 
think  that  the  present  system  of  auditing  is  a  farce,  the 
auditors  generally  being  the  nominees  of  the  directors,  and 
in  9  cases  out  of  10,  without  that  technical  knowledge 
requisite  in  dealing  with  accounts  of  a  complicated  nature, 
prepared  b^  a  secretary  anxious  to  put  the  best  face  on  the 
affairs  of  his  society. — Your  obedient  servant, 

59,  Belvedere-road,  Lambeth,  S.E.        J.  E.  PLUMMER. 
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Slater  on  the  Principles  of  Mercantile  Law,  Gee  &  Co.,  7/6. 

Slater's  Epitome  of  the  Law  of  Arbitration  and  Awards,  Gee  &  Co.,  7/6. 

Walker's  Compendium  of  the  Law  of  Executors  and  Administrators,  (Stevens  &  Haynes,  21/-). 
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The  opinion  has  been  expressed  to  us  from  several,  that 
lh  Association  of  the  various  Students'  Societies  throughout 
he  country  might  be  formed,  and  would  probably  be  of 
rreat  use  in  regard  to  the  ventilating  of  questions  affecting 
ill  of  them,  and  also  for  obtaining  uniformity  of  action  on 
;everal  matters.  It  seems  to  us  that  this  idea  is  of  high 
niportance,  and  should  not  be  lost  sight  of  ;  but  we  should 
rive  it  as  our  opinion  that  the  matter  ought  to  be  allowed  to 
nature  for  a  year  or  two.  It  should  not  be  forgotten  that 
>tudents'  Societies  are  but  young,  and  when  they  have  a 
ittlo  longer  experience,  in  order  to  see  exactly  the  best 
ncthod  of  working,  and  the  objects  to  which  attention  can 
.e  usefully  given,  we  think  the  movement  for  a  federation  for 
eneral  purposes  might  then  be  usef  ally  raised.  A  prema- 
uro  attempt  before  the  societies  have  fully  developed, 
trould,  we  think,  be  attended  with  great  risk  of  failure,  and 
ebilure  would  mean  the  retarding  of  the  movement  for  a 
ong  time,  if  it  did  not  stop  it  altogether. 

Tb^ic  Pall  Mall  OoMette  has  given  to  the  woild  proof  of  the 
nterprise  of  its  proprietor.  A  comprehensive  index  of  the 
on  tents  of  the  Gazette  from  January  to  June  1884  has  been 
iiblished,  and  under  appropriate  headings  anyone  referring 
3  tlie  paper  may  find  with  readiness  information  on  any 
aint.  It  may  happen  that  some  of  our  readers  may  have 
ccCLsion  to  refer  to  ordinary  newspapers,  and  the  want  of 
ucli  A  useful  help  to  the  finding  of  the  desired  information 
rill  liave  been  experienced. 


We  mention  this  matter,  however,  for  a  practical  purpose, 
namely,  to  suggest  to  students  the  advisability  of  indexing 
information  which  they  may  come  across  in  the  course  of 
their  reading  for  use  on  future  occasions.  Many  persona 
make  a  rule  of  cutting  out  newspaper  paragraphs  bearing  on 
various  subjects  and  gumming  them  in  a  guard  book.  We 
have,  however,  heard  the  opinion  expressed  that  it  would  be 
a  better  plan  to  make  a  note  of  all  interesting  pasHages 
whether  in  newspapers,  books,  or  elsewhere,  and  to  index 
the  information  under  suitable  titles.  One  objection  we 
were  told  to  the  plan  of  catting  out  paragraphs  is  that  they 
grow  so  bulky  as  to  greatly  impair  their  usefulness,  and 
further  that  many  times  paragraphs  are  not  considered 
worth  cutting  out  at  the  time,  but  subsequently  the  student 
wishes  to  look  them  up,  and  then  probably  the  search  is 
unsuccessful.  A  good  index  would  be  of  immense  service  in 
such  cases,  and  in  these  days  of  Free  Reference  Libraries, 
files  of  newspapers  and  other  periodicals  are  available  to 
almost  everyone. 

In  giving  advice  to  students,  of  the  kind  above,  we  are 
extremely  careful  not  to  be  guilty  of  a  grave  error  which  is 
unfortunately  too  prevalent  amongst  those  who  are  entrusted 
with  the  duty  of  educating,  or  guiding,  students,  we  mean 
that  of  asking  and  expecting  too  much.  The  prevailing  tone 
of  guide  books  to  students  strikes  us  as  painfidly  at  fault  in 
this  direction.  We  should  only  be  too  glad  to  learn,  for 
example,  that  the  precepts  of  that  excellent  book,  "  Todda 
Student's  Guide "  were  more  faithfully  followed  out  than 
they  are,  but  it  is  simply  folly  to  talk  over  the  heads  of  the 
bulk  of  those  for  whom  such  works  are  intended.  It  is 
better  far,  we  are  assured,  to  ask  in  moderation,  rather  than 
to  expect  much  and  get  nothing.  In  making  the  suggestion 
in  the  last  preceding  paragraph,  we  hope  it  will  commend 
itself  to  our  readers  as  practical,  useful,  and  not  too  difficult 
to  carry  out. 

Of  the  interesting  and  valuable  papers  given  during  the  last 
two  years  to  students'  societies  the  one  on  **  Interest "  deli- 
vered aU  May  1883  to  the  Birmingham  Society,  by  Mr. 
Howard  S.  Smith,  F.C.A.,  is  held  in  especial  esteem, 
and  we  believe  we  give  expression  to  the  wish,  not  only  of  the 
Birmingham  students,  but  of  those  of  other  centres,  when 
we  suggest  that  ^Ir.  Smith  should  fulfil  the  promise  he  gave 
last  year  and  deliver  a  further  lecture  on  the  same  subject.  • 


EXAMINATIONS. 


An  Address  to  Studeiits. 
It  will  greatly  facilitate  the  proper  mastering  of  a  book  if 
the  student  will  take  the  trouble  to  make  notes  of  his  sub- 
ject as  he  goes  on.  When  we  say  take  notes  we  do  not 
mean  an  indiscriminate  writing  out  of  whole  passages,  but 
a  careful  analysis  of  a  passage  that  appears  to  oe  of  import- 
ance. First  read  over  the  clause  carefully  and  endeavour  to 
get  a  clear  notion  of  its  meaning,  and  afterwards  make  a 
note  of  such  parts  as  strike  your  mind.  When  you  have 
done  this  you  can  refer  to  the  original  passage  in  the  book 
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and  compare  with  the  concentrated  essence  contained  in 
vour  epitomised  version  and  see  whether  your  idea  of  the 
law  upon  the  point  is  in  accord  with  the  law  itseU.    Having 
done  this  carefully,  and  having  corrected  where  correction 
was  necessarVi  you  will  have  before  you  such  an  abstract  of 
the  general  idea  as  will  enable  you  to  understand  and  keep 
in  your  mind  the  meaning  of  what  you  have  read.    There 
will  doubtless  be  objections  raised  to  this  plan,  for  instance, 
the  trouble  it  is ;  doubtless  it  is  a  somewhat  tedious  process 
to  read  and  read  and  then  to  endeavour  to  get  an  idea  in 
your  head  of  what  you  have  been  readmg,  and  then  to 
epitomise  it  and  aftor  that  to  writo  down  the  result  of  these 
various  manosuvres  in  order  to  see  what  you  know.    It  is, 
however,  much  more  satisfactory  in  the  end  to  do  all  these 
things,  and  to  BUooeed  in  your  object  than  it  is  to  go  up  for 
an  examination,   fail  to  satisfy  the  examiners,*  and  then 
have  to  begin  the  whole  tedious  process  over  again  in  order 
to  put  yourself  in  the  position  that  you  occupied  six  months 
before,  viz. :  that  of  a  candidate  for  the  examination  that 
you   orlght  to    have  passed    if    you   had    exercised    an 
ordinary  amount  of  diligence,  application,  and  system  in 
your  reading.    One  thing  cannot  be   too  often   repeated 
because  it  can  never  be  sufBciently  learned^  and  tnat  is 
that    so    long    as   you   have    chosen    this    profession  or 
that,  and  so  long  as  an  examination  to  prepare  you  for  it  is 
necessary,  your  duty  is  plain,  viz. :  to  get  ready  for  it,  and 
never  mind  what  trouble  it  is,  or  what  time  it  taJces  or  what 
self-denial  it  necessitates.    It  is,  doubtless,  muchpleosanter 
in  the  summer  time  to  have  a  game  of  cricket  after  business 
hours,  or  to  go  and  have  a  game  of  lawn  tennis  with  a 
friend  than  it  is  to  sit  down,  book  in  hand,  and  note  book 
close  bv,  and  to  concentrate  your  energies  on  such  a  book 
as  Walker  on    Executors,  &o.     But,  nevertheless,    these 
various  books  recommended  by  the  councils  of  the  various 
institutes  have  to  be  read,  and  not  only  read  but  mastered, 
and  to  avoid  a  plain  and  manifest  duty,  however  unpleasant 
it  may  be  to  perform,  is  an  act  of  cowardice,  as  great  as 
turning  your  back  upon  an  enemy  of  your  country.    There- 
fore, wnateyer  may  be  the  sacrifice  of  present  ease   and 
comfort,  let  the  sacrifice  be  mode,  looking  to  the  success 
that  awaits  you  as  the  reward  of  your  endeavours,  and  to 
the  future  triumph  over   present  difficulties    that    is    so 
pleasant  a  compensation,  and  that  it  is  so  sweet  to  antici- 
pate.   In  reading,  therefore,  if   you  wish  to  do  so  with 
success,  follow  this  plan  of  making  notes  of  what  you  do 
read.    Have  a  system  and  work  upon  it,  read  each  subject 
separately,  and  arrange  your  notes  under  different  heads. 
You  can  look  over  these  in  the  train  as  you  come  down  to 
your  business  every  day,  and  thereby  utilize  the  time  that 
yon  spend  in  going  backwards  and  forwards.    Time,  as  we 
all  know,  is  short,  and  seems  to  get  shorter  as  we  grow  older, 
and  if  we  only  mode  use  of  it  instead  of  wasting  it,  as  we 
do,  the  result  of  our  lifes'  labours  would  be  widely  different 
to  what  it  will  be  in  the  majority  of  cases.     How  often  do 
we  hear  the  remark :  <*  If  I  only  had  my  time  over  again, 
how  differently  I  should  act,"  and  the  chief  regret  of  age 
is  having  wasted  our  opportunities  and  fooled  away  in  our 
youth  and  early  manhood  those  precious  moments,  which, 
although  not  considered  as  possessing  a  value  whilst  we  had 
them  at  our  disposal,  attain  so  important  a  place  in  our 
affection  when  we  have  them  no  longer.    Make  use,  there- 
fore, of  your  spare  moments,  and  youth  is  the  period  when 
those  memento  ore  at  our  disposal.    When  a  man  gets  a 
house  and  a  family  of  his  own  it  is  "  good  bye  "  to  spare 
moments.    All  his  energies  are  then  bent  upon  keeping  the 
house  together  and  in  providing  for  those  dependent  upon 
him,  and  if  'he  has  not  made  proper  use  of  his  opportunities 
and  improved  his  mind  when  the  chance  was  offered  to  him, 
it  is  not  very  likely  that  he  will  ever  have  the  chance 
offered  to  him  again.    The  resulte  of  past  negligence  ore 
not  to  be  remedied  by  present  repentance,  no,  nor  by 

E resent  diligence,  for,  as  the  body  grows  old  the  mind  grows 
MS  elastic,  and  if  you  want  to  leom  anything  you  most 


learn  it  in  your  youth,  when  the  ene]|;ies  are  ^vigorous,  the 
memory  tender,  and  when  you  are  untromelled  by  those 
cares  and  anxieties  of  life,  that^  being  the  lot  of  humanity, 
will  sooner  or  later  pay  a  visit  to  us  all. 


Vetten  to  ilft  Hhitm. 

To  the  Editor  of  the  AceoutUanis*  StudenU*  Journal 

Sir, — Beferring  to  the  remarks  mode  in  your  October  imos 
as  to  the  desirability  of  extending  to  students  pxeporing  bx 
examinations  greater  facilities  for  the  borrowing  of  boon 
than  present  Library  Rules  admit  of;  you  may  be  intnested 
to  know  that,  at  a  meeting  ol  the  committee  of  oox  sodetj. 
held  a  short  time  ago,  the  matter  was  mentioned  by  oq«  «' 
tiie  members  present.  Having  explained  that  on  se^er^ 
occasions  I  hawd  actually  departed  from  the  strict  letta  3i 
the  rules  (as  where  members  were  preparing  for  examinatioB, 
or  were  *'  reading  up  "  at  home) ;  I  was  given  to  onderstssd 
that  I  hod  the  assent  of  the  eommittee  to  nae  my  diacretka, 
according  to  the  number  of  books  available,  in  permitaaf 
members  preparing  for  examination,  to  have  more  than  cai 
book  at  a  time ;  and,  accordingly,  I  shall  be  gisbd  to  b^ 
from  any  of  our  members  preparing  for  the  ezaniin&ti:- 
who  wish  to  avail  themselves  of  this  arrangement.  I  mv 
odd,  that  a  formal  resolution  of  the  committee  would  not  be 
strictly  in  order,  as  the  matter  involves  an  altesataon  of  iti 
rules,  and  this  oould  only  be  done  at  a  special  meetisf  i 
the  society  i  but  the  ocmmittee  being  large  and  thoroopiT 
representative,  their  action  will  doubtiess  have  the  foil  ip- 
proval  of  the  members.  At  the  next  annnal  meeting,  h^- 
ever,  1  propose  to  move  that  the  ezieting  rales  be  entirei; 
rescinded,  and  that,  in  lieu  thereof,  roles  better  ad»s»' 
to  meet  the  equitable  wante  of  all  sections  of  oar  m^/^ 
be  substituted.  For  the  purpose  of  making  the  pccTsai 
new  rules  as  sound  and  practicable  as  possible,  I  sbaii  ae 
obliged  by  any  suggestions  from  our  own  members  or  c*^- 
wise.    Thankmg  you  for  the  suggestion, 

I  am,  yoocs  trolj, 

WH.  HARRIS, 

Hon.  librarian  Manchester  Accountanto*  Stadents'  Society. 

To  the  Editor  of  the  AcoourUanU'  StudsnU^  Jcunul 

Sir, — The  members  of  the  Manchester  AccountMLts' 
Studento'  Society,  must  feel  obliged  by  your  kind  pak^- 
cation  of  the  scheme  of  prizes  in  connection  with  the  Owecs 
College  Evening  Law  Classes,  which  appeared  in  your  Of 
tober  issue.  Having  taken  some  part  in  the  drafting  of  Hjh 
scheme,  it  may  not  be  unsuitable,  in  order  to  prevent  scj 
misconception,  to  say  that  the  4th  clause  which  yon  critkje 
in  your  notes,  raised  one  of  the  most  difficult  points  to  be 
provided  for.  I  think,  on  re-consideration,  you  will  see  ^^ 
if  the  idea  you  propose  were  substituted  for  the  clause  = 
question,  a  serious  mjustice  would  be  done  to  any  studeii 
who,  having  taken  one  of  the  lower  prizes  aspired  to  :bs 
highest  prize.  I  may  say  that  the  draft  was  not  formsiif 
settled  to  the  satisfaction  of  these  to  whom  it  was  submittc- 
without  a  good  deal  of  thought  and  core  on  every  sii^ 
point,  and  the  scheme  as  formally  passed  is,  I  believe,  2» 
best  that  could  be  devised  to  do  justice  to  all  to  vrboEi  •> 
applies. 

I  shall  probably  express  the  unanimous  feeling  of  <f^ 
members,  when  I  say  that  we  ore  greatly  indebted  to  ;t 
Owen's  College  Authorities.  The  readiness  writh  ^riiich  tk' 
adopt  any  suggestion  from ,  our  Society,  and  the  ^s: 
evinced  by  them  at  all  times  to  anticipate  our  wante  •£- 
requirements  in  every  way  are  thorougnly  appreciated  b: 
Ui. 

Yoois  faithfully, 

Manchester,  9th Oct.  1884.  WM.  ttaF^^s^ 
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The  Seoond  Ocdinaiy  Meetiiig  of  (he  Sooiefy  wm  held  on 
October  Slrt.  Among  those  present  were  Mr.  E.  M.  Sharp, 
F.O.A,  (Ohainnan),  Mr.  Allen  Edwards,  F.OA.,  Mr.  E.  W. 
Forrest,  AO.A.,  Mr.  A.  J.  Oadworth,  Mr.  H.  V.  Herford,  Mr. 
F.  W.  Smyth,  Mr.  D.  J.  Shedden,  Mr.  Henry  J.  Qrois,  (Hon. 
Seo.),  etc. 

Th«  Chairman  in  introdnouig  the  leotorer  refened  to  the 
great  interest  Mr.  Edwards  had  shown  in  the  Society  and 
the  plearare  it  gare  him  in  presiding  at  a  leotnze  Igr  that 
gentleman. 

Mr.  Allen  Edwards  then  delivered  his  leotore  on  Pkobate 
Aoooonts  which  wae  as  follows :— > 

"  In  my  former  leotnres,  ])have  endeavonred  to  impress  upon 
yon  the  importance  of  the  fact,  that,  although  it  is  absdntely 
necessary  for  the  members  of  our  profession  to  have  a 
praetical  acquaintance  with  certain  branches  of  the  law  ol 
this  ooantry,  it  behoves  ns  to  be  careful  not  to  endeavour 
to  nee  it  in  snch  a  way  as  to  appear  to  trespass  npon  ttie 
proper  work  of  sdicitors,  for  by  so  doing,  we  are  not  only 
ffoing  beyond  the  legitimate  precincts  of  our  own  profession 
DQt  we  are  also  endangering  the  interests  of  our  chents. 

IJnquMtionably  the  obtaining  of  grants  of  probate  and  of 
letters  oi  administration  is  practice  proper  to  solicitors ;  but 
in  very  many  cases  there  is  a  considerable  amount  of  work 
neoessary,  which  onght  to  be  done  by  properly  qualified 
aooountants  before  each  grants  or  letters  can  be  obtained, 
rhis  is  not  disputed  by  solicitors,  and  therefore,  I  considered 
it  would  be  of  some  interest  and  advantage  to  you  to  learn 
lomething  about  probate  accounts,  so  that  when  the  time 
somes  for  your  services  to  be  in  request  in  such  matters,  you 
nay  not  be  found  wanting  in  the  neoessazy  knowledge. 

By  the  granting  of  probate  or  of  letters  of  administration 
;wo  ends  are  served.  In  the  first  place,  the  Inland  Revenue 
>ffioe  obtains  parent  of  the  duties,  and  in  the  second,  the 
oreontor  or  administrator  obtains  the  necessary  legal  con- 
lyiwm^iot  of  his  appointment. 

In  the  pnrp nam  of  payment  of  probate  duty  and  the  ob- 
ainining  of  grants  cfpiobate  or  ox  letters  of  administration, 
peoial  forms  are  provided  by  the  Inland  Revenue  Depart- 
aent.  These  forms  are  alike  ia^plicable  both  to  cases  of 
txobate  and  administration,  the  duties  in  each  caSe  being  the 
ame.  The  forms  mostly  used  are  known  as  A.  and  B. 
i*onn  B.  is  used  in  cases  when  the  whole  personal  estate, 
rherever  situate,  and  without  deducting  debts  or  funeral 
x^enses,  is  under  the  value  of  £100,  or  exceeding  that 
mount,  but  not  exceeding  £800.  If  the  personal  estate  be 
inder  Uie  value  of  £100  no  duty  is  payable,  but  ISs.  is 
xaoted  for  court  fees  and  expenses,  if  the  estate  exceed 
100  but  be  under  £300  the  15s.  for  fees  must  be  paid 
sgether  with  a  sum  of  90s.  tor  duty.  If  the  case  be  one  of 
dministration,  there  is  an  additional  payment  of  58.  for 
ond  stamp.  These  payments  cover  legacy  duty  as  well  as 
robate. 

Form  A  is  nsed  for  estates  where  the  personalty  exceeds  £800 
nd  also  for  estates  of  or  under  the  value  of  £800,  where  it  is 
itended  to  take  deduction  for  debts  and  funeral  expenses. 
his  loxm  i*  therefore  the  one  most  likely  to  come  under 


your  notice,  for  in  oases  of  the  smaller  estates,  solicitors  are 
generally  able  to  fill  in  the  details  without  the  assistance  of 
accountants.  Of  the  two  forms,  therefore,  I  shall  deal 
specially  with  form  A.  It  contains  four  pages.  On  the 
first  page  is  the  form  of  affidavit  with  blanks  for  the  names 
and  addresses  of  deceased,  and  of  the  executor  or  adminis- 
trator; date  of  death;  place  of  domicile;  gross  value  of 
personalty;  amount  of  deductions  for  debts  and  funeral 
expenses;  net  value  of  personalty,  Ac.,  Ac.  There  is  a 
clause  to  state  if  the  deceased  left  any  real  estate,  and  if  so 
it  must  be  stated  where. 

The  second  and  third  pages  of  the  form  contain  headings 
under  which  to  insert  the  value  of  the  personal  estate,  and 
the  fourth  and  last  page  is  for  particulars  of  deductible 
debts  and  funeral  expenses.  Accountants  are  not  concerned 
in  filling  up  the  affidavit  on  the  first  page,  but  their  help  is 
often  required  before  the  blanks  in  the  second,  third,  and 
fourth,  paf es  can  be  correctly  inserted.  Let  us  now,  there- 
fore, consider  the  requirements  of  the  second  and  third 
pages,  or  the  assbts  comprising  the  personalty. 

(A.)    Stocks  or  Fundi  (including  Exchequer  BiU$)  of  th€ 
United  Kingdom. 

(b.)    Stocke,  Fundi  or  Bonds  of  Foreign  Countries  or  of 
British  Dependencies,  transferable  in  the  United  Kingdom. 

(o.)    Proprietary  shares  or  debentures  of  public  companies. 
Dividends  and  interest  declared,  received  and  accrued,  due 
in  respect  of  the  above  investments  as  per  exhibit  annexed, 
to  date  of  affidavit. 

Particulars  of  all  the  above  must  be  supplied,  and  their 
market  or  quoted  prices  (if  anv)  set  opposite  to  each.  Pub- 
lished quotations,  or  brokers'  certificates,  or  letters  from  the 
secretaries  of  the  companies  showing  medium  selling  price 
at  date  of  affidavit  should  be  attached,  or  if  this  is  notoone, 
it  should  be  explained  how  the  ^nations  are  airived  at, 
so  that  the  commissioners  may  judge  of  the  bond  fides 
thereof.  No  securities  that  are  not  transferable  jin  the 
United  Kingdom  need  be  entered  here.  For  example,  if  it 
be  required  to  complete  a  transfer  that  the  transferree  sign 
his  name  personally,  or  by  power  of  attorney,  in  tiie  bo^ 
of  a  foreign  country,  as  in  the  case  of  United  States  funds, 
or  stocks  of  American  Trading  Companies,  the  transfer 
cannot  be  completed  in  this  countiy,  and  therefore  the  pro- 
perty is  considered  out  of  the  jurisdiction  of  our  court,  and 
ergo  no  duty  is  payable  upon  it.  Foreign  securities  which 
are  transferable  by  delivery  onlj  are  liable  to  duty. 

If  a  dividend  should  have  been  declared,  but  not  paid,  it 
should  be  set  forth  in  the  proper  place,  and  care  should  be 
taken  in  that  case  that  the  market  price  ex  dividend  of  the 
stock,  funds  or  shares  at  date  of  affidavit  should  only  be 
taken  as  the  value  thereof. 

Cash  in  the  House. 

This  heading  calls  for  little  remark  except  that  it  should 
not  be  forgotten  to  count  the  cash  of  the  deceased  on  tiie 
dav  of  death,  i.e.,  cash  in  his  private  house.  The  cash 
balance  at  his  place  of  business  should  be  struck  as  on  tiie 
day  when  stock  is  taken.  If  the  executor  have  advanced 
money  out  of  the  business,  on  what  we  should  call  '*  draw- 
ing "  or  **  private  '*  account  between  the  dates  of  death  and 
stock-taking,  such  sums  should  be  included. 
Cash  at  the  Bankers. 

There  is»  of  course,  no  difficultv  in  ascertaining  this.  Bat 
it  should  not  be  forgotten  to  send  the  pass  book  to  the  bank, 
so  that  the  charges  may  be  ascertained  and  entered  up  to 
the  day  of  death  or  of  stock-taking,  and  the  book  balaaoed 
off. 

Money  out  on   Mortgage,   Bemds,   JBilZs,  Notes,  or  dHher 

securities. 

Under  this  heading  should  be  included  what  we  aoooont« 
ants  call  bills  receivable  and  Ipromissoiy  notes  in  hand 
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Foreign  bills,  if  payable  in  this  country,  should  be  included ; 
but  bills  payable  abroad  n6ed  not  be  so  included,  nor  need 
any  securities,  in  fact,  in  respect  of  which  it  would  be 
necessary  to  resort  to  a  foreign  tribunal  to  recover 
the  amount. 

It  is  not  the  practice  to  file  with  the  affidavit  a  schedule  of 
the  securities  under  this  heading,  but  I  cake  it  the  com- 
missioners may  ask  for  the  same  if  they  think  fit.  A  list 
should  be  prepared,  and  if  any  of  the  securities  are  of 
uncertain  value,  a  deduction  should  be  raado  in  respect 
thereof,  it  being  only  required  to  pay  duty  on  tlie  value  as 
nearly  as  can  be  ascertained  at  the  date  of  the  atVidavit.  A 
deduction  should  also  be  made  in  the  way  of  discount  in 
respect  of  unmatured  bills  to  reduce  them  to  their  present 
value. 

Interest  on  the  above  securities  to  date  of  affidavit,  as  per 
exhibit  annexed. 

Under  this  heading  shuaiu  Le  -iiciuue  1  ::;ii  mteresc  in  the 
seonrities  that  has  accrued  up  to  the  date  of  affidavit, 
whether  accrued  due  or  not.  A  book  of  interest  tables  will 
soon  enable  you  to  ascertain  the  necessary  amount  to  fill  in. 
Interest  received  between  the  dates  of  death^and  of  the 
affidavit  should  be  included. 
Book  Debts, 

In  this  case  a  schedule  is  not  demanded,  but  I  apprehend 
the  Commissioners  could  ask  for  one  if  they  wished  ;  and  in 
case  it  should  be  feared  that  by  submitting  a  schedule  of 
book  debts,  you  expose  the  comiection  and  secrets  of  a  busi- 
ness, it  may  here  be  stated  that  all  papers,  accounts,  and 
documents  (except  the  will  itself)  which  are  filed  with  the 
Commissioners,  in  respect  cf  wills  or  administrations,  are 
treated  as  strictly  private  between  the  Commissioners  and 
those  concerned,  and  in  no  sense  are  they  public  property. 
To  return  to  the  book  debts.  Of  necessity  a  schedule  must 
be  prepared,  and  inasmuch  as  the  value  of  the  same,  as 
nearly  as  can  be  ascertained  at  the  date  of  the  affidavit,  is 
only  required  to  be  inserted,  a  proper  deduction  should  bo 
made  in  respect  of  debts  which  may  be  known,  or  believed 
to  be,  bad  or  doubtful.  It  is  very  rarely  convenient  to  take 
stock  of  the  deceased's  business  on  the  day  of  his  death.  It 
should  be  taken  on  the  earliest  convenient  day  afterwards, 
and  it  is  hardly  necessary  to  inform  you  that  the  lists  ot 
book  debts  and  creditors  should  be  extracted  as  on  the  date 
ci  stock-taking.  Thus  justice  will  be  done  in  the  way  of 
duty  in  respect  oi  any  profit  and  lo*^  which  may  have 
resulted  from  the  trading  between  the  iatcs  of  death  and 
oi  stock-taking. 
Other   DebU. 

Private  loans  by  the  deceased  should  be  Included  under 
this  beading,  as  should  also  advances  made  by  the  testator 
to  his  children  during  his  lifetime,  and  due  from,  them  at 
the  date  of  his  death.  Should  the  testator  have  money  due 
to  him  at  the  time  ot  his  death  which  by  his  will  he  directs 
sbould  be  forgiven,  the  amounts  are  treated  as  legacies  and 
are  liable  both  to  probate  and  legacy  duties.  In  the  pur- 
poses of  probate  they  should  be  included  under  the  heading 
of  "Other  Debts." 

Unpaid  purchase  money  of  real  and  leasehold  estate  con- 
tracted in  lifettme  oj  deceased  to  be  sold. 

If  a  person  has  contracted  to  sell  an  estate  (whether  free- 
hold or  leasehold)  in  his  lifetime,  and  the  matter  is  not 
completed  on  the  day  of  death,  the  purchaser  can  compel 
the  executor  or  administrator  to  complete,  and  the  proceeds 
of  the  sale  ^ill  therefore  lorm  patt  of  the  personal  estate  in 
the  same  way  as  it  the  money  had  been  received  in  the 
deceased's  lifetime.  And  the  same  rule  holds  good  if  the 
deceased  were  entitled  to  the  proceeds  of  real  estate  undci 
the  will  of  another  person,  and  such  real  estate  had  not 
been  converted  into  money  at  time  of  his  death. 
PersoncLl  estate  over  which  the  deceased  had  and  exercised  an 

db$olute  yjvsw  of  appointmmU 


This  comprises  property  in  which  th«  deceased  had  a  life 
interest  with  a  power  to  dispose  thereof  by  his  will.  If  hi 
has  exercised  such  power,  the  property  wiU,  for  the  puiposc 
of  duty,  be  considered  as  forming  part  of  his  penozi^ 
estate.  The  power  may  have  been  either  conferred  by  will 
or  by  deed  (usually  a  settlement),  and  in  either  case,  i:  i« 
necessary  to  state  the  date  and  other  sufficient  deschpticn 
of  the  document,  together  with  the  names  and  addresses  ci 
the  trustees. 

Policies  of  asmrancc  on  the  life  of  the  deceased,  or  on  th,\  :j 
any  other  pen  on. 

In  this  instance  particulars  have  to  be  given,  the  policpi 
on  the  life  of  deceased  being  set  forth  in  their  net  amou; 
without  bonus.  If  the  policies  are  in  the  lives  of  penr^ 
living,  the  surrender  value  of  same  should  be  ascertained 
from  the  offices.  A  fee  of  5s.  is  usually  charged  by  ihe 
office  for  each  such  valuation.  The  certificate  of  ^ 
actuary  should  be  exhibited  with  the  affidavit. 
Bonus  on  Life  Policies. 

The  amounts  of  these  are  ascertainable  from  the  ofSees  ^t 
from  the  bonus  certificates  which  should  have  been  p::   ( 
away  with  the  policies. 

Household  goods,  pictures,  china,  linen^  agpa/relt  bookie  jkj:. 
jewels,  carriages,  horses,  dc. 

If  sold,  rea  I  ised  gross 

If  unsold,  estimated  at 

If  the  goods  are  sold  at  or  prior  to    the  date  of  '^ 
affidavit,  no  difficulty  will  present  itself  in  filling  cp'-- 
portion  of  the  account.    If  not,  the  effects  should  be  u.-- 
by  an  appraiser,  and  in  the  case  of  special  objects,  thi  - 
missioncrs  may  require  to  be  satisfied  that  the  apr--' 
employed  was  able  to  do  justice  to  the  valuations.  -^ 
instance,  if  part  of  the  estate  were  valuable  pictureN  "■ 
commissioners    would    no    doubt    be    satisfied   with  '^ 
appraisements  of  Messrs.  Christie,  Manson  and  Co., burn-; 
might  reject  those  of  a  firm  who  had  no  special  knowk-: 
of   the  subject.     If  the  deceased  left  valuable  race-hr-ri^ 
the  commissioners  might  reasonably  expect  valoations  ?^ 
Messrs.  Tattersall,  or  somo  other  specially  qaaliiie<l  ^^' 
and  so  on.     No  duty  is  required  to  be  paid  in  respcci  c(  "^^ 
jewellery  or  effects  of  the  wife  of  deceased,  inasmuch  as  i:? 
are    her's    absolutely,    being   usually     called    the   «^'-* 
paraphernalia.    In  a  case  where  the  testotrix  hu  '>-^> 
certain  scaled  packets  to  be  given  to  certain  persons  on  h: 
death,  the  court  decreed  that  the  parcels  should  be  o^-i^^ 
in  the  presence  of  the  registrar,  and  a  schi^ule  m^de  .•- 
their  contents,  and  proved  as  a  codicil.     (Sea  •'  Wal«:' 
Kxecutors,"  p.   24.)     On  reflection    the    wisdom  of  -' 
course  will  be  apparent.    Firstly,  because  probate  only  - 
tho  value  ot  the  goods  in  the  packets  could  not  be  &^ '>-' 
tained  and  paid  till  tho  packets  were  opened.  .And  secoaJ ' 
it  the  packets  had  been  delivered  over  sealed,  duii  there  V" 
not  been  sufficient  assets  to  pay  the  debts,  the  eiscQ'-- 
wuuld  have  been  guilty  of  a  devastavit. 

Stock-in-Tra4e,  Live  and  dead  Famnng  Stock,  Implemenb  ' 
Ilusbatidry,  Ac. 

As  in  the  case  of  household  effects,  if  these  are  sold  pr 
to  the  date  of  the  afiidavit,  no  difficulty  will  bd  eimenec*: 
in  putting  the  proper  amount  dgaiust   chem.     Otlie''-' 
stock  should  be  taken  in  the  usual  way,  i.e.,  by  tnoso  ^ 
are   engaged   in    tho    business.     Plant,    m.wbir.i;ry,  '■ 
patterns,  lixtures,  fittings,  and  other   similar  etf  jcts  si 
he   included   in   the   stock,     it  will   not  be  uecjssArv  i;  " 
the  inventory,  but  you  must  be    prepared    w  iu>*J^^*  ' 
amount  of  the  valuatiou  or  estunates  it  c.\Uda  cw  '*^ 
.so. 

Crops  in  the  land  would  bo  luc-iudcd  under  thii  he**-^: 
and  should  be  valued  in  the  usual  way. 
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Ooodaia  of  Bu8wui»4 

1. — Should  tibe  goodwill  liave  been  already  taken  over  at 
a  price,  no  difficulty  will  arise. 

S. — ^It  may  be  yalned  according  to   the  custom  of  the 
trade. 

3. — ^FaUing  the  above  two  courses  it  may  be  escimated. 

To  estimate  the  goodwill  should  be  the  work  of  an 
accountant.  The  subject  of  goodwill  requires  a  chapter  to 
itself,  and  time  will  not  therefore  allow  me  to  say  much 
about  it.  Some  of  the  principal  points  to  be  borne  in  mind 
in  considering  the  matter  are,  however. 

1. — ^Has  the  business  any  goodwill  apart  from  the  pre- 
mises where  it  is  carried  on  ? 

2* — Is  the  goodwill  partly  the  result  of  advertising  ? 

8. — ^Is  the  name  portion  of  the  goodwill? 

4. — 1b  the  goodwill  assignable  with  advantage  to    a 
purchaser? 

5. — Are  ihere  any  patents,  registered  designs,  or  copy- 
rights worked  in  connection  with  the  busiucss  ? 

6. — Are  there  any  valuable  contracts  incompleted  ? 

7. — Are .  there  any  -annuities  or    other    burdensome 
charges  upon  the  business  ? 

It  is  impossible  to  lay  down  a  hard  and  fast  rale  whereby 
to  estimate  the  value  of  a  goodwill.  I  have,  however,  given 
yon  a  few  suggestions  which  may  help  you  in  such  matters. 
fevery  business  will  have  to  be  dealt  with  on  its  own  merits, 
but  I  think  you  will  find  by  experience  that  it  is  only  in 
exceptional  cases  where  the  goodwill  is  of  such  value  as  to 
justi^p  the  insertion  of  any  amount  in  respect  thereof. 
Frojits  of  business  to  date  of  affidavit^  estimated  at 

This  should  mean  profit  from  the  date  of  stock-taking  to  1 
date  of  affidavit,  if  a  stock-taking  have  taken  place.  | 

Ships  and  shares  of  ships  registdred  at  ports  in  the  United 
Kingdom,  estimated  at 

I  should  apprehend  no  difficulty  under  this  heading. 
Bliip  sharei  are  usually  sixty- fourths,  i.e.,  the  shares  are  dis- 
tributed in  lots  of  one  dixty-fourth  of  a  ship  each.  The 
agents  of  the  ships  ought  to  be  the  best  judges  of  the  value 
of  the  shares.  It  will  be  observed  that  only  ships  registered 
at  British  Ports  are  to  be  included.  No  duty  would  be  pay- 
able in  respect  of  foreign  ships,  which  would  of  necessity  be 
property  outside  the  jurisdiction  of  the  English  Court. 

TTie  deceased's  share  in  the  Real  and  Persotial  Estate  as  a 
partner  in  the  firm  of 

The  usual  practice  is  for  the  Commissioners  to  require  a 
balance  sheet  showing  the  amount  of  deceased's  interest, 
Ruch  balance  sheet  being  signed  by  the  surviving  partners. 
It  Ib  not  necessary  that  the  balance  sheet  should  have  been 
prepared  for  the  purposes  of  the  probate,  or  since  the  death 
Df  the  deceased.  It  will  be  sufficient  if  the  executor  sub- 
aait  a  signed  copy  of  the  last  balance  sheet  which  has  been 
prepared  and  a^need  to,  adding  a  sum  to  represent  estimated 
profit  or  interest  on  capital,  if  any,  since  the  date  of  such 
balance  sheet  to  the  date  of  the  affidavit.  Most  partner- 
ihip  deeds  contain  provisions  whereby,  in  the  case  of  the 
leath  of  a  partner,  his  interest  may  be  ascertained  without 
i  special  stock-taking,  and  in  such  cases,  I  take  it,  the 
ktnount  on  which  probate  duty  would  be  payable  should  be 
he  amount  provided  for  by  the  deed.  All  drawings  by  the 
leceased,  whether  in  the  way  of  capital  or  profit,  since  the 
late  ol  the  last  balance  sheet,  should  be  deducted. 

'leasehold  Property  as  per  detailed  description  subjoined  or 
annexed. 

If  sold  realised  gross 
If  unsold,  estimated  at 

The  estimates  must  be  made  by  appraisers.    The  originals 


of  these  should  be  exhibited  at  the  Probate  Office.  They 
should  contain  particular  descriptions,  as,  term  unexpired, 
gross  rents,  or  ^if  not  let)  the  property  tax,  or  poor  rate 
asssessment;  also  the  ground  rent,  together  with  the 
nature  and  amount  of  the  outgDings  paid  by  the  lessor  as 
owner.  Mortgages  upon  the  properties  should  be  deducted 
from  the  valuations  thereof,  and  the  net  values  thus  be 
shown. 

Leasehold  property  specifically  devised  by  the  testator  for 
I  life  or  absolutely,  and  not  directed  to  be  sold  by  the  executor, 
should  not  be  inserted  in  the  schedule,  no  probate  duty  being 
payable  upon  it-— only  succession  duty. 

The  next  five  heads  of  property  upon  which  duty  is  to  bo 
paid  are  rents  and  income  from  the  real  and  personal  estate 
of  the  deceased,  due  at  the  date  of  death  and  up  to  the 
date  of  the  affidavit,  an  exact  apportionment  up  to  the  date 
of  affidavit  being  required  in  the  case  of  leasehold  property, 
while  in  the  case  of  real  property  (including  Icasoholds 
specifically  devised)  and  of  property  in  which  the  deceased 
held  a  life  interest  only,  the  apportionments  should  be  made 
up  to  the  day  of  death,  as  the  interest  of  the  executor  or 
administrator  does  not  extend  beyond  that  date. 

Following  on  are  to  be  set  forth  particulars  of  any 
interest  evpectant  upon  the  death  of  any  other  person.  Tlie 
name  of  the  person  and  his  age  should  bo  stated  ;  also  under 
whose  will  the  expectancy  arises,  and  wlicn  and  where  the 
said  will  was  proyed.  The  interest  expectant  under  a 
marriage  settlement  should  also  be  set  out  with  the  date  of 
settlement,  names  of  trustees  and  particulars  of  the 
property. 

We  have  to  set  out  particulars  of  other  personal  estate 
not  already  inssrted  under  the  headings  provided  in  the 
form.  Under  this  head  should,  I  apprehend,  be 
included : — 

Patents  and  royalties  in  respect  of  same. 

The  next  presentation  to  a  living  not  vacant  at  the  date 
of  the  affidavit. 

Property  (not  ships  or  shares  of  ships)  on  the  high  seas 
or  in  transitu  on  the  way  to  this  country,  and  which 
the  executor  or  administrator  could  take  possession  of 
on  arrival. 

Copyrights  or  unpublished  literature. 
Concessions. 

Rights  in  respect  of  personal  injuries  under  Lord 
Campbell's  Act. 

But  executors  and  administrators  have  no  actions  for  breach 
of  promise  of  marriage. 

Paiciculars  of  personsal  estate  not  in  the  jurisdict-on  of 
the  Court  must  be  inserted,  though  no  duty  is  payable 
thereupon.  " 

We  have  been  dealing  so  far  with  the  assets.  Wo  come 
now  to  the  liabilities,  the  total  amount  of  which,  together 
with  funeral  expenses,  are  deductible  from  the  °  total 
amount  of  the  personal  estate,  the  balance  only  being 
chargeable  with  probate  duty. 

Although  it  is  not  required  to  set  forth  particulars  of  book 
debts,  it  is  absolutely  necessary  to  state  particulars  of  every 
liability  which  is  here  claimed  as  a  deduction.  The  name, 
address,  and  description  of  each  creditor  or  claim  aro 
required,  together  with  the  amount  of  the  claim.  In  a 
large  matter  it  will  be  found  impossible  to  insert  all  tl-.cse 
particulars  on  the  4th  page  of  the  form,  and  there!  i-i 
schedules  should  be  made  and  the  total  only  inserted  on  tlie 
form,  the  schedules  being  filed  therewith.  I  think  it  will 
often  be  found  convenient  to  set  forth  the  liabilities  under 
the  following  headings : — 

Creditors  on  Open  Accounts  (Business) 
„  Bills  Payable 

•«  Doubtful  Bills  Discounter 
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Banken 

Hoase  AcootintB 

Bents,  Bates,  and  Taxes  due 

Gas  and  Water  Aoooonto 

Salaries  and  Wages 

Liabilities  on  valueless  Sharas,  &o. 
You  are,  however,  at  liberty  to  set  forth  the  liabilities  mider 
whatever  headings  you  may  think  best.  The  above  are 
only  suggestions;  but  remember  that  in  evezy  case,  the 
name,  address  and  description,  where  known,  are  required 
in  the  case  of  every  creditor.  A  debt  for  j^ayment  of  which 
the  deceased  was  surety  only  may  not  be  inserted  for  deduc- 
tion, nor  may  voluntary  debts  made  payable  on  the  deatih  of 
the  deceased,  or  voluntarv  debts  payable  under  some 
instrument  delivered  to  tne  donee  thereof  withm  three 
months  before  the  death  of  the  deceased.  Mortgages,  also, 
may  not  be  deducted,  nor  may  any  debt  which  it  is  possible 
for  the  executor  to  reimburse  himself  from  any  estate  or 
person  whatsoever. 

I  have  stated  that  funeral  expenses  miy  be  deducted.  It 
is  the  dutv  of  the  executor  to  bury  the  deceased  according 
to  his  rank  and  circumstances.  Expenses  of  this  act  are 
allowed  in  preference  to  all  other  debts  and  dhaiges.  But 
where  the  executor  knows  the  estate  to  be  insolvent,  he  is 
only  justified  in  incurring  outlay  for  coffin,  shroud,  tolling 
the  bell,  parson's  fee,  sexton  and  bearers,  but  not  for  pall  or 
for  refzeshments.  Mourning  for  the  family  may  not  be 
included  in  the  funeral  expenses,  which  are  deducted  for 
the  purposes  of  probate. 

Property  in  the  Channel  Islands  or  in  the  Isle  of  Man  is 
not  subject  to  the  jurisdiction  of  the  English  Court. 
Estates  of  common  soldiers  (all  below  the  rank  of 
Serjeant),  who  mav  lose  their  lives  in  Her  Majesty's  service 
are  exempt  from  cTubr. 

Property  which  the  deceased  held  jointly  with  another 
does  not  as  a  rule  descend  to  bis  representatives,  but  belongs 
to  the  survivor.  This  rule  applies  to  joint  tenants  of  goods 
and  chattels  in  possession  or  in  xight,  ae  well  as  joint 
tenants  of  inheritance  or  freehold.  GAius  if  A  and  B  iiold 
any  property  jointly,  and  A  dies  the  jwoperty  belongs  to 
B  solelv.  This  rule,  however,  does  not  apply  to 
partnership  property. 

The  conmiissioners  are  empowered  at  any  time  within 
three  years  of  the  date  of  probate  or  grant  of  letters  of 
administration  to  call  for  explanations,  and  proof  or  other 
particulars  in  order  to  verify  tiie  contents  of  the  affidavit 
and  inventory  in  respect  of  which  such  grant  or  letters  were 
originally  issued, 

Evenr  administrator  appointed  by  the  court  has  to  enter, 
into  a  bond  in  (as  a  rule]  aouble  the  sworn  amount  of  the 
estate,  with  (if  required)  one  or  more  surety  or  sureties. 
The  court  has  no  power  to  dispense  with  the  bond,  except  in 
the  case  of  the  appointment  of  the  solicitors  to  the  Treasury 
or  the  Duchy  of  Lancaster.  The  reffistrars  are  to  see  that 
as  far  as  possible  the  sureties  named  in  a  bond  are  respon- 
sible persons. 
The  following  is  the  scale  of  Probate  Duties. 

For  estates  above  £100  and  not  a^ve  £500^- 

£1  for  evezy  full  sum  of  £50  and  fox  any  fractional  part 
of  £50  over  any  multiple  of  £50. 

Above  £500  and  not  above  £1,000— 

£1 5s.  forevety  full  sum  of  £50  and  for  any  fractional 
part  of  £50  over  any  multiple  of  £50. 

Above  £1,000— 

£8  for  every  full  sum  of  £100  and  lor  any  fractional 
part  of  £100  over  any  multiple  of  £100. 
Probate  is  only  granted  in  respect  of  assets  which  are 
within  the  jurisdiction  of  the  English  Court.  But  English 
grants  sealed  by  the  Irish  and  Scotch  Courts  have  the  effect 
of  Irish  grants,  or  Scotch  confirmations,  and  vice  wnd  Irish 
nants  and  Scotch  confirmations  when  sealed  in  the 
English  court  RhaU  have  the  effect  of  English  grants. 

It  may  be  taken  as  a  general  rule  that  a  will  should  be 
Scoyed  within  tix  calendar  monfhs  aft^  the  deceased's 


death.  It  may  not,  howeveri  be  proved  unfcQ  ifts  tb 
expiration  of  seven  days  from  such  date,  ud  lette  i 
administration  may  not  be  granted  untQ  ate  iba  a^ 
tion  of  fourteen  days  from  such  date. 

If  too  much  duty  be  paid  in  the  first  initanoe,  iha  ess 
may  be  recovered.  On  the  other  hand,  il  tha  txMDte  ? 
adzninistrator  find  that  he  has  not  paid  safiyaDl  dn^,  1^ 
must  do  so  in  which  case  another  account  will  be  leqeni 
Legacy  duties  are  duties  levied  aoooEding  to  the  dagm : 
consanguinity  with  the  testator  on  speoifio  beqruiti : 
personal  estate,  or  the  proceeds  of  same,  oe  of  Ml  «b» 
directed  to  be  sold  by  the  will. 

The  following  is  the  scale  of  Leoaoy  Duties. 
To  children  of  the  deceased,  and  dosoendaaii, 
or  to  the  father  or  mother  or  anv  lineal 
ancestor  of  the  deceased,  or  to  tue  hus- 
bands or  wives  of  any  such  persons filfcGi* 

To  brothers  and  sisters  of  the  deceased,  and 
their  descendants,  or  to  the  hnsbftDds  os 

wives  of  any  such  persona  ••» IS   b. 

To  brothers  aind  sisters  of  the  fa^er  oc 
mother  of  the  deceased,  and  tfaeiz 
descendants,  or  to  the  husbu&ds  or  wives 

of  any  such  persons. •••••••••••• «.  £5   k 

To  brothers  and  sisters  of  a  grandfather  or 
grandmother  of  the  deceased,  and  theiz 
descendants,  or  to  the  husbanda  or  wives 

of  any  such  persons .....IS   ^ 

To  any  person  in  any  other  degree  of  ooilatenl 
consanguinity,  or  to  strangers  in  blood  to 

the  deceased £10  ^ 

The  persons  chargeable  with  dutv  at  the  nto  o{  £  i* 
cent,  are  exempt  in  respect  of  any  legacy,  residne,  ^^ 
of  residue  payable  out  of,  or  consisting  of,  anyj^? 
effects,  according  to  the  value  whereof  probate  dsi^ 
have  been  already  paid. 

The  husband  or  wife  of  the  deceased  is  not  chiis^ 
with  duty. 

Persons  pajdng  or  receiving  anv  legacv^  residue.  <s  ^ 
of  residue,  liable  to  duty,  without  taking  or  agoi^^^ 
proper  receipt  for  the  same,  will  be  subject  to  a  pe&^; 
£10  per  cent,  on  the  amount  or  value  of  eoch  le^' 
residue,  or  share  of  residue. 

Eveiy  legacy  receipt  jnust  be  dated  on  the  day  d  s^ 
and  the  doty  thereon  paid  within  twenty-one  days  b^  •- 
date  thereof  under  a  penalty  of  ten  pounds  per  cent  c.  ^ 
amount  of  the  duty  ;  and  if  the  duty  shall  not  l«  ? 
within  three  months  izom  the  date  of  the  receipti  a  ^ 
will  then  be  incurred  of  ten  pounds  per  oent  (a  - 
amount  or  value  of  the  legacy. 

The  Commissioners  of  Inland  Bevenue  cannot,  oodcr  £ 
circumstances,  stamp  a  receipt  on  which  the  datjj^ 
not  be  paid  within  twenty-one  days  from  the  date,  ^ 
the  pexuJty  incurred  be  also  paid.  . . 

Bents,  interests,  or  dividends  of  legacies,  down  to  tz^^ 
of  the  receipt,  must  be  added  to  the  legftoy*  aDdd9;j> 
thereon.  ^, 

The  Inland  Bevenue  Department  may  oempoaB^'; 
the  executor  for  the  whole  of  the  legacy  duties  y^? 
under  a  will,  but  proper  accounts  have  to  be  snlfflu^ 
enable  them  to  make  the  necessary  assessments. 

Succession  DtUy  is  payable  on  the  eucoession,  wbet» 
bequest  or  inheritance  of  any  real  estate,  and  whetfcar* 
life  tenant  or  absolutely. 

The  following  are  the  rates  of  Succession  Duty  :— 
Lineal  Issue  or  Lineal  Ancestor  of  the  Pre- 
decessor     £1  ps  '*^ 

Brothers  and  Sisters  of  the  Predecessor  and 

their  Descendants iB3    ^ 

Brothers  and  sisters  of  the  Father  or  Mother 

of  the  Predecessor  and  their  Descendants   &    ^ 
Brothers  and  sisters  ofja  Grandfather  or  Grand- 
mother of  the  Predecessor  and  their  Desoendants  16  : 
AoyotbecP«iBoxL^,,,,MM,,,,.,.,,..«....  ^0   • 
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The  hasbond  or  wife  of  the  predecessor  is  not  chargeable 
-with  duty ;  and  a  successor  whose  husband  or  wife  is  of 
nearer  relationship  to  the  predecessor,  is  chargeable  with 
duty  at  the  lower  rate. 

The  duty  is  payable  by  eight  equal  half-yearly  instalments 
the  first  to  be  paid  twelve  months  after  the  successor  shall 
have  been  entitled  in  possession,  and  the  seven  following 
instalments  at  half-yearly  intervals  of  six  months'  each ; 
and  if  there  be  any  delay  in  payment,  penalties  will  be 
incurred,  and  interest  at  the  rate  of  four  pounds  per  centum 
per  annum  is  payable  in  all  cases,  from  the  time  when  each 
instalment  falls  due. 

Succession  duties  are  always  a  charge  upon  the  property, 
and  the  first  charge. 

Real  property  includes  all  freehold,  copyhold,  customary, 
leasehold,  and  other  hereditaments,  whether  corporeal  or 
incorporeal. 

Other  property  within  the  jurisdiction  of  the  court  is  con- 
sidered as  personalty,  and  is  to  be  set  out  in  the  affidavit  for 
probate,  as  1  have  before  stated. 

Probate  duty  is  not  payable  in  respect  of  real  estate. 
Legacy  duty  is  also  not  payable  thereupon  unless  the 
executor  is  directed  by  the  will  to  dispose  of  same  and 
divide  the  proceeds,  in  which  case  both  succession  and 
legacy  duties  are  payable. 

I  have  already  stated  that  leaseholds  given  for  life  or 
absolutely  without  a  direction  for  sale  pay  succession  duty, 
as  real  property.  In  other  cases  leaseholds  are  personalty 
and  have  to  be  set  out  in  the  affidavit  for  probate. 

The  interest  of  a  successor  to  real  property  is  for  the 
purposes  of^  valuation  for  succession  duty,  considered  as 
an  annuity  and  valued  according  to  the  tables  in  the 
schedule  annexed  to  the  succession  duty  act,  credit  being  given 
for  mortgages,  annuities,  &c.  The  rent  at  which  the  pro- 
perty is  let  to  a  tenant,  less  outgoings,  is  under  ordinary 
circumstances,  the  proper  criterion  of  the  annual  value  of 
the  succession,  but  when  the  property  is  in  hand,  it  is  usual 
to  adopt  the  property  tax  assessment  as  the  measure  of 
annual  value.  In  this  latter  case  the  assessment  is  deemed 
to  be  the  net  annual  value  and  the  only  outgoings  which  will 
be  allowed  are  repairs  and  insurance,  and  in  case  of  weekly 
property,  the  rates  and  taxes  payable  by  the  landlord. 

Where  real  property  is  wholly  incapable  of  jrielding 
income,  it  is  not  liable  to  succession  duty. 

Beal  propert]^  to  which  the  deceased  was  entitled  as 
partner  m  a  business  is  for  the  purposes  of  his  own  estate 
considered  as  personalty. 

Shares  in  public  companies  are  mostly  personal  estate, 
notwithstandmg  that  such  companies  may  hold  real  estate 
largely,  as  for  instanoe,  canals  and  railways.  But,  as 
Walker  says,  there  are  certain  specific  companies,  whose 
shares  are,  for  reasons  which  I  cannot  tell  you,  considered 
as  real  property.    The  following  are  instances : — 

Leeds  Cloth  Market. 
Droitwich  Canal. 
Aire  and  Calder  Canal. 
Kennet  and  Avon  Canal. 
New  River  Comj^ony. 
Some  Welsh  Railways. 
Lighthouse  Tolls. 

I  have  given  you  a  few  particulars  as  to  Idgaoy  and 
succession  duties,  thinking  they  would  be  useful,  and  also 
because  I  was  wishful  that  you  should  properly  understand 
the  distinction  between  those  duties  and  probate  and 
administration  duty. 

There  have  been  numberless  enactments,  and  tons  of 
literature  upon  the  subjects  of  probate,  legacy  and  succes- 
sion. I  have  not  referred  to  any  particular  enactment  in 
this  address,  but  have  taken  the  law  as  it  is  at  the  present 
time.  The  last  enactment  on  the  subject  of  probate  is  the 
Inland  Revenue  Act  of  1881,  and  it  applies  to  all  grants  of 

5robate,  or  of  letters  of  administration  after  the  first  day  of 
une,  1981,    I  hAve  not  thought  it  necessary  to  refer  to  mj 


different  practice  which  existed  before   the  date  of  that 
enactment. 

Probate  duties  were  first  imposed  in  England  in  1694,  in 
Scotland  in  1779,  and  in  Ireland  in  1774.  Legacy  Duties 
were  first  imposed  in  England  and  Scotland  in  1780,  and  in 
Ireland  in  1785.  Succession  Dutiea  were  imposed  in  1853. 
During  the  financial  year  ending  31  March,  1883,  these 
duties  realized  as  follows : — 

Probate £3,886,164. 

Legacy £2,723,721. 

Succession 827J77. 

At  the  close  of  the  lecture  questions  were  asked  by  Mr. 
A.  J.  Cudworth,  Mr.  S.  A.  Reynolds,  and  Mr.  H.  J.  Cross, 
which  were  replied  to  fully  by  the  lecturer.  A  cordial  vote 
of  thanks  to  Mr.  Edwards  for  his  valuable  paper,  and  to 
Mr.  Sharp  for  presiding  were  unanimously  carried,  after 
which  the  meeting  termmated. 


THE  nrSTITUTB    OF  CHARTERED  ACCOUNTANTS 
m  ENGLAND  AND  WALES. 


At  a  Meeting  of  the  Council  held  at  the  offices  of  the 
Institute,  3  Copthall  Bmldings,  London,  E.C.,  on  the  7th 
Noyember. 

The  following  applicant  was  admitted  an  Associate : — 
Lummis,  Samuel  Webster,  clerk  to  J.  Adamson,  Son  & 
Co.,  5,  Norfolk  street,  Manchester. 

Mr.  William  Charles  Jackson  (William  Edwards,  Jackson 
&  Browning),  London,  was  elected  a  member  of  the  Council 
in  the  place  of  the  late  Mr.  G.  H.  Ladbury.  The  Applica- 
tions Committee  reported  that  they  had  resolved  to  meet 
(after  the  present  year)  only  on  the  days  preceding  the 
Council  Meetings  in  the  months  of  Febniaxy,  May,  August, 
and  November. 

A  letter  from  Messrs.  Markby  Stewart  A  Co.  was  read  as  to 
the  use  of  the  initial  letters  *'  C.A.'*  by  members  of  the 
Institute,  and  it  was  resolved  that  a  oironlar  be  issued  to 
the  members  of  the  Institute  requesting  them  to  use  only 
the  initial  letters  F.C.A.  or  A.C.A.,  as  provided  by  section  17 
of  the  Charter. 


BIRMINGHAM  ACCOUNTANTS*  STUDENTS' 

SOCIETY. 


THE  BANKRUPTCY  ACT  1883. 


By  Mb.  W.  N.  Fisheb,  F.G.A. 


The  following  address  was  delivered  to  the  members  of 
the  above  Society  by  the  President  Mr.  W.  N.  Fxssbb, 
F.C.A.  :— 

As  your  president  for  the  ensuing  year,  I  haye  the  honour 
of  deuvering  to  yon  to-night  what  you  term  in  your  pro- 
gramme the  ** Introductory  Address"  to  the  session  now 
opening  upon  you — a  session  which  I  trust  may  prove  to  you 
all  a  time  of  work  and  a  time  of  study.  I  hope  in  the 
course  of  my  remarks  I  may  to  some  extent  be  able  to  induce 
you  to  realise  more  and  more  the  responsible  duties  which 
lie  before  yon  in  relation  to  the  important  profession  of  a 
Chartered  Accountant. 

As  you  move  on  in  life  it  will  be  well  for  you  to  keep  in 
mind  the  benefit  of  your  having  joined  together  as  a  Student 
Society  for  the  advancement  of  its  members  in  the  know- 
ledge and  study  of  accountancy,  and  whilst  endeavouring 
to  steer  clear  of  petty  jealousies  and  party  influence  to 
resolve  by  all  the  means  in  your  power  to  strengthen  the  hands 
of  your  officers  and  committee  in  promoting  amongst  your 
znendMsn  brotherly  union  and  a  high  standard  of  proficiency. 
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You  have  already  done  much ;  now,  from  io-ui;^'lii .  T  want 
you  to  determine  to  do  more.  You  can  ah  do  hoi  'ihing  ; 
only  be  determined,  and  perseverance  will  ovo)-  oim-.  groat 
difficulties.  It  has  been  truly  said  that  tlio  st^^ps  from  the 
bottom  of  the  ladder  of  fortune  to  the  summit  arc  not  many, 
nor,  after  a  knowledge  of  whatthoy  are  constituted  has  been 
acquired,  are  they  difficult  to  ascend.  The  fir^t  step  i^  faith, 
and  without  this  none  can  safely  rise  ;  the  second,  industry ; 
the  third,  perseverance.  Having  gained  so  far  on  the  hulder, 
the  future  rise  is  easy,  for  faith  will  have  tanglu  the 
climber  never  to  doubt.  Industry  will  have  kept  him  from 
vice  of  either  thought  or  deed.  Perseverance  will  have 
Bhown  him  how  easily  difficulties  are  surmounted  when 
calmly  met.  Add  to  these  three  steps  more  — temi<ei'ance, 
which  will  preserve  both  health  and  temper ;  probity,  to 
ensure  respect  and  stability  of  character ;  and  one  step  more 
has  to  be  acquired,  which  is  experience,  the  only  true  know- 
ledge of  life,  and  then  the  summit  of  the  ladder  is  within 
easy  reach. 

To  some  here  this  may  be  your  first  session — the  signal 
poet  or  start  on  your  life's  journey  ;  to  such,  listen  then  to 
the  words  of  Sir  Walter  Scott  to  his  son : — "  I  cannot  too 
much  impress  upon  your  mind  that  labour  is  the  condition 
which  God  has  imposed  on  us  in  every  station  of  life ;  there 
is  nothing  worth  having  that  can  be  hod  without  it.  As  for 
knowledge,  it  can  no  more  be  planted  in  the  human  mind 
without  labour,  than  a  field  of  wheat  can  be  produced  with- 
out {the  previous  use  of  the  plough."  There  is,  indeed,  this 
difference,  that  chance  or  circumstances  may  so  cause  it 
that  another  shall  reap  what  the  farmer  sows ;  but  no  nuin 
can  he  deprived,  whether  by  accident  or  misfortune,  of  tlic 
fruits  of  his  awn  studies.  Labour  on,  then,  and  improve  the 
time.  In  youth  our  steps  are  light  and  knowledge  is  easily 
laid  up,  but  if  we  neglect  our  spring,  our  summer  will  be 
uselesB,  our  harvest  will  be  chaff,  and  the  winter  of  our  old 
age  unrespected  and  desolate.  Let  the  Maxim  of  Sir  Walter 
Scott  be  your  maxim,  "  Never  be  doing  nothing." 

Washington  from  his  boyhood  trained  himself  dili;4cntly 
in  habits  of  application,  of  study,  and  methodical  work.  It 
is  said  that  at  the  early  age  of  IS  he  occupied  himself 
voluntarily  in  copying  out  such  things  as  forms  of  receipts, 
notes  of  hand,  bills  of  exchange,  and  other  such  documents, 
all  written  out  with  great  care.  The  habits  thus  early 
acquired  were  in  a  great  measure  the  foundation  of  those 
excellent  business  qualities  which  he  afterwards  so  success- 
fully brought  to  bear  in  the  affairs  of  Government.  The 
greatest  geniuses  have,  almost  without  exception,  been  the 
greatest  workers.  It  is  by  noble  patience  and  noble  labour 
that  lasting  results  and  stern  ability  will  ever  shew  them- 
selves and  continue  through  life. 

You,  my  fellow-workers  and  students  in  an  honourable 
profession,  have  much  to  look  forward  to  and  much  to  en- 
courage you.  Look  at  your  prospects  and  opportunities,  and 
for  a  moment  even  compare  the  accountants  of  to-day  with 
the  accountants  at  the  time  when  Her  Majesty  was  pleased 
to  grant  to  the  Accountants  of  England  and  Wales  a  Royal 
Charter — a  charter  mcorporating  our  body  of  chartered 
accountants  of  England  and  Wales.  The  charter,  as  you  are 
aware,  distinctly  rules  that  no  one  can  become  a  chartered 
accountant  without  having  served  his  term  of  articles  for  five 

? rears  under  a  chartered  accountant  and  passed  his  pre- 
iminary,  intermediate,  and  final  examinations,  except  in  the 
case  of  such  as  may  have  passed  .university  exammations, 
which  exempts  articled  clerks  from  the  preliminary  examina- 
tion. 

Time  ago  some  people  would  talk  of  a  public  accountant 
as  a  decent  sort  of  individual,  and  whose  calling  they  would 
say  was  principally  devoted  to  checking  a  few  balances, 
dotting  up  a  column  of  figures,  auditing  a  set  of  books,  and 
d«ing  any  amount  of  honorary  work ;  and  how  often  have 
we  heard  it  said  that  accountants  were  "  specially  useful  in 
swallowing  up  a  bankrupt  or  liquidating  debtor's  estate  by 
Vay  of  heavy  and  outrageous  charges.'*    Well,  we  must  bide 


our  time ;  we,  like  all  other  professions,  most  eiys 
time  of  credit  and  discredit ;  we  certainly  ha^eiiai.; 
of  the  latter  showered  upon  us  in  connection  with  Li.'i.^ 
ruptcy  Act  of  1869,  but  to  the  honour  of  our  profes-; :. 
said  that,  with  veir  few  exceptions,  we  have  uotk  ui  ^ 
wanting  or  incapable  of  cheerfully  responding  lo  ih--  .  : 
the  Board  of  Trade  to  pay  over  the  unclaimed  d/.idc-  ; 
undivided  balances. 

As  to  the  future  of  the  New  Act  it  is  too  earl?  ti    - 
but    in    my    opinion,  admirable  as   many  of  ut  :- 
are,  several  amendments  must  soon  take  place,  e»p>.  . 
relating  to  the  duties  of  the  trustee  in  regard  to  j- 
examination  and  investigation  of  accounts. 

There  must  also  be  a  willingness  en  behalf  of  the  J  .* 
of  Trade  and  its  officials  to  encourage  responsible  m  - 
take  appointments,  or  to  otherwise  be  concerned  in  :^ 
bankrupts  under  th'?  new  Act,  or  I  fear  a  dcorv^v  •. 
opened  for  the  work  of  trustees  and  others  to  fall  ic.  - 
hands  of  a  similar  class  of  men  who,  we  are  sorry  to  Li 
admit,  brought  the  last  Act  into  such  disrepute  by  exo: .. 
charges  and  other  discreditable  transactions.    Some  v- 
New  Bankruptcy  Act  has  caused,  or  will  cause,  the  doy.:. 
chartered  accountants.  Doubtless  many  have  felt,r.iii ' 
a  time  feel,  the  change  keenly,  but  I  for  one  do  not  ui^  ^- 
a  gloomy  view  of  the  matter,  neither  do  I  think  thew  lj - 
thing  like  the  dreadful  things  in  store  for  ourprofK  : 
which  some  people  would  have  us  believe.    I  have  e 
fear  for  the  honest,  capable,  and  upright  accouniAa;- 
such  there  will,  in  my  opinion,  bo  always  work  to  Jc  * 
corresponding  remunerative  charges. 

I  have  no  idea  of  looking  so  much  on  the  dark^i:^ 
us  be  patient  and  wait  and  labour  on,  and  it  w;'.l  -^ 
enough  to  cope  with  the  dark  clouds  when  thev  tn>     < 
us  be  up  «md  doing,  cheerfully  obeying  laws  and  or. '  ^- 
ever  ready,  to  conscientiously  discharge  our  sever*.  •" 
and  responsibilities;    and  so  with  the  upright  per-    - 
student — he  need  nave  no  fear;  he  must  work  hards- 
hard,  bo   faithful  to  his  employers,   sincere  in  hi*  ■ 
punctual  in  his  habits  and  appointments,  aniafjij^ 
true  keeper  of  the  secrets  of  clients  and  all  with  wi- 
may  professionally  come  into  contact. 

Follow  out  these  rules,  my  friends;    don't  be 
wondering  as  to  what  may  be  in  the  future ;  look  to  ::.?:- 
sent,  have  plenty  of  hope,  and  then  trust  and  wait  :- 

"  We  are  mainly  what  we  make  ourselves,  what  we  i--' 
outer  circumstances  to  shape  us. 
*'  As  yielding  or  resisting  and  linked  with  right  orwr:: 
*'  Duties  omitted,  duties  done,  combine  to  form  ooi  >^ 
<*  Life,  like  a  game  of  chess,  is  full  of  turns  and  cbr;- 
"  Too  much  caution,  too  much  rashness,  both  aiiit  i* 
harmful. 

**  Courage,  with  forbearance,  is  the  golden  role  of  lii^ 
"  Advance,  yet  circumspectly,  but  move  ;  stand  not  it.  ^ 
"  The  world,  with  all  upon  it,  spinneth  onward,  «▼«- 
ward. 
**  He  that  is  an  idler  on  the  march  is  trodden  down  nnp^c 
'*  And  those  who  skirmish  unsupported  riskcontina^ 
"  Yet  life  losses,  as  in  chess,  are  ofttimes  well  recoTK^ 
*•  If  only  patience  and  good  temper  mingle  with  keen  i*^ 
*'  And  providence  will  bless  the  soul  that  goeth  ttoati?  ^ 
ward. 

Our  profession  comprises  many  branches,  both  honoos 
and  important.  We  are  entrusted  with  responsible  dut 
such  as  the  auditing  of  the  books  and  accounts  of  ba: 
joint  stock  companies,  corporations  and  pubhc  bodies,  > 
private  firms  and  individuals,  . 

The  opening  of  books  of  companies  and  others,  »c: 
laying  down  of  a  system  of    bookkeeping  for  specJ- 
individual  trading  concerns, 
The  adjustment  of  partnership  accounts, 
The  preparation  and  keeping  of  executorship  accoanis. 
Acting  as  lic|uidatorB  in  the  winding  up  of  joiat  si 
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nuutnination  by  onunxning— «  ■ytiam  I  tbcj  maoh  depreoftte 
— ftnd  you  generally  find  euoh  a  man  will  end  his  career — 
■iter  a  long  Iholiday  or  sea  Toyage  to,  aa  it  ii  eaid,  reoniit 
bis  health — ^with  little  if  any  lasting  results.  Depend  upon 
it  you  can  and  will  do  much  if  you  will  only  enftivate  the 
habits  of  perseTcranoe  and  determination.  Shakespeare 
truly  says: — 

Our  doabti  ftre  traiton. 

And  make  as  loie  the  good  we  oft  mi^^t  win 

By  fearing  to  attempt. 

Now  turn  your  fears  into  pluck.  Pluck  is  a  great  helper 
in  life;  time  doubtless  cools  it  down,  no  matter  how  glowing 
it  has  been,  but,  says  a  great  writer :  **  It  is  a  healtny  and 
hopeful  indication  of  character.'*  It  is  a  sign  of  a  vigorous 
and  unselfish  nature.  To  begin  life  with  egotisms  and  self- 
sufficiency  is  fatal  to  all  success.  Youth  is  the  spring-time 
of  life,  in  which,  if  there  be  not  a  fair  share  of  enthusiasm, 
little  will  be  attempted,  and  still  less  done.  There  needs 
all  the  force  nowadays  that  enthusiasm  can  give  to  enable  a 
man  to  succeed  in  any  enterprise  of  life.  Without  it,  the 
obstruction  and  difficulty  he  has  to  encounter  on  every  side 
might  almost  compel  him  to  succumb ;  but  with  courage 
and  perseverance,  inspired  by  enthusiasm,  you  will  feel  strong 
enough  to  face  and  grapple  any  difficulty.  How  often  do 
men  have  to  make  up  their  minds  to  encounter  failure  again 
and  again  before  they  succeed  ?  but  if  they  have  pluck  and 
determination,  the  failure  will  only  serve  to  rouse  their 
courage  and  stimulate  them  to  renewed  efforts. 

To  be  worth  anything,  character  must  be  capable  of  stand- 
ing firm  upon  its  feet  in  the  world  of  daily  work.  The  life 
shat  rejoices  in  solitude  may  at  times  be  only  rejoicing  in 
selfishness.  To  every  man  belongs  his  fair  share  of  toil  and 
duty.  It  is  only  by  mixing  up  and  down  in  the  daily  life  of 
the  world  and  our  vocations  that  practical  knowledge  can  be 
acquired  and  wisdom  learnt. 

Contact  with  others  is  requisite  to  enable  a  man  to  know 
himself.  It  is  only  by  mixing  with  others  that  he  can  form 
a  proper  estimate  of  his  own  capacity.  Without  such 
experience  one  is  apt  to  become  conceited  and  puffed  up. 

Anyone  who  would  profit  by  experience  will  never  be 
above  asking  help,  and  the  man  who  thinks  himself  already 
too  wise  to  learn  of  others  will  never  succeed  in  doing  any- 
thing good  or  great.  A  well-known  author  writes  :  *•  Life 
will  always  be  to  a  large  extent  what  we  ourselves  make  it. 
Each  mind  makes  its  own  little  world.  The  cheerful  mind 
makes  it  pleasant,  and  the  discontented  mind  makes  it 
miserable.  Life  is  for  the  most  part  but  the  mirror  of  our  own 
individual  selves.  Our  mind  gives  to  all  situations,  high  or 
low,  her  real  character.  To  the  good  the  world  is  good. 
To  the  bad  it  is  bad.  If  our  views  of  life  be  elevated,  if  we 
regard  it  as  a  sphere  of  useful  effort  and  of  helping  others 
as  well  as  ourselves,  it  will  be  joyful  and  hopeful.  If,  on  the 
other  hand,  we  regard  it  merely  as  affording  opportunities 
for  self-seeking,  inactivity,  and  pleasure,  it  will  be  full  of  toil, 
anxiety,  and  disappointment.  We  have  each  to  do  our  duty 
in  that  sphere  of  life  in  which  we  have  been  placed.  Duty 
is  the  end  and  aim  of  the  highest  life.  The  truest  pleasure 
of  all  is  that  derived  from  the  consciousness  of  its  fulfilment. 
Of  all  others  it  is  the  one  that  is  most  thoroughly  satisfying 
and  the  least  accompanied  by  regret  or  disappointment. 

It  is  not  a  duty,  a  religion,  still  to  energise  and  do, 

Thoagh  doing  be  not  mach  ? 
Onr  wisdom  and  oar  duty  is  to  work,  and  not  to  faint. 
Try  and  fail— then  try  and  fail— try  three  times  and  succeed. 

Now  I  have  done,  and  to  you,  the  members  of  the  Student's 
Society,  I  leave  the  subject  of  my  address,  in  the  hope  that 
you  may  resolve  to  conunence,  continue,  and  conclude  the 
work  of  this  and  future  Sessions  with  the  firm  determination 
of  ever  doing  your  duty. 


THE  CHABTEBED  ACCOUNTANTS' 
STUDENTS'    SOCIETT    OP    LONDON, 


THE  EFFECTS  OF  THE  BANKBUPTCY  ACT,  1361 

Lecture  by  A.  B.  Wkitewat  Esq.,  M.A.,  assistant  aatbocd 
The  Law  and  Practice  of  Bsjakmptoy,  bj  £.  Coopn 

Wiuis,  Esq.,  Q.C. 


The  lecturer  on  rising  said : — 

I  am  glad  to  have  the  opportunity  of  t^iir^^g  to  yoa  )>• 
night  a^ut  tiie  Bankruptcy  statute  now  in  force,  becacse  i; 
enacts  a  law  and  regulates  a  practice  under  that  law  wtti 
which  the  professions  to  whicn  you  and  I  respectively  beks; 
have  much  to  do. 

The  chartered  accountant  and  the  lawyer  are  the  eogii^ 
driver  and  the  guard  of  the  bankruptcy   mail  train,  ui 
unless  the  goodwill  and  the  favour  of  these  two  -ptol&sk'j 
is  obtained  for  the  new  statute  its    usefulness   inll  be 
necessarily  curtailed.    When  my  friend  Mr.  Piggott,  j(ss 
excellent  secretary,  asked  me  to  oome   here   to-night  :: 
deliver  a  lecture  to  you  on  the  important  subject  of  te 
effect  of  this  Act  of  Parliament,  I,  not  unnatorally  I  tlk*, 
asked  him  what  sorb  of  a  lecture  he  desired  me  to  give.   Hi, 
determined  as  I  suppose,  gentlemen,  that    I    should  ^ 
waste  the  time   of  such  members  of    your   professioc  m 
might  be  here,  instructed  me  to  prepare  a  lecture  of  not  toe 
elementary  a  character,  upon  the  ground  that  my  aodiees 
would  not,  in  all  probability,  consist  by   skny  means  eic  :- 
sively  of  students.    I  understand,  however,  gentlemen,  ib: 
this  society  is  the  Chartered  Accountants  Students'  Socicr> 
and  it  is  not  so  long  ago  that  I  was  a  student  myself  ihs:  I 
have  forgotten  an  incident  of  studentship,  viz.  :  a  liablirrn 
periodical  examinations.     I  think,  therefore,    that  Ti^e 
carrying  out  the  mandate  of  Mr.  Piggott  I  must  tiytl:^ 
the  time  of  such  students  as  have  so  far  trusted  in  me  &s  u 
come  here  to-night  may  be  usefully  employed,  and  tiai  t'^i 
trust  that  has  been  committed  to  me  may  be  discharge  i  ^ 
their  carrying  away  something  of  practicaJ  value  to  thee:.:: 
answering  questions  upon  the  Act  of  1883,  as  well 
their  subsequent  practice  in  bankruptcy.        You    &.. 
course,  that  in  an  hour  I  cannot  run  through  the  Act  s 
to  review  it  critically,  and  you  feel  that  practical  cbaer-i 
tions  upon  the  effect  of  tha  Act  such  as    would  pfx>t:..  . 
interest  the  practitioner  are  not  likely  to  be  helps  to  ^:> 
dents  going  through  the  mill  of  examination.     Tberef" 
such  practitioners  as  have  chosen  to  come   here   must  w-^' 
with    me    while  I  am  talking  to  students,    and  stul.:--- 
must  be  good  natured  enough  to  refrain  from  chinking  t^' 
I  am  uselessly  wasting  their  time  when  I  am  making  ge:^* :  - 
observations ;  and  so  buth  of  the  constituent  parts  of  :  > 
gathering  will  give  me  a  helping  hand,  and   -we  shall  ti^-- 
together  a  rough  sketch  of  the  subject  pleasantly,  a::  1 
you  want  me  to  complete  it  at  any  future  timo  bv  filling  ." 
the  details  and  retouching  the  whole  ortisticallv.  so  a^  u 
make  a  finished  picture,  you  won't  find  me  try' to  get  -z 
What  I  shall  say  to  you  to-night  will  almost  necessarily  ^ 
disjointed  and  lacking  in  thoroughness — in   fact,  rather  . 
sample  of  what  a  bankruptcy  lecture  to  accountants  :i 
student  accountants  combined  might  be  made,  rather  ta^r 
such  an  entire  lecture  itself. 

Without  further  introduction,  then,  the  object    of   i- 

bankruptcy  statute,  which  in  its  own  language alas !  — 

too  like  that  of  its  predecessors — commenced  and  came .:-' 
operation  from  and  immediately  after  the  31st  day  > 
December  1883,  is  to  amend  and  consolidate  the  law  - 
bankruptcy  in  England  and  Wales.  It  would  perhaps  ha^ 
amended  and  consolidated  it  no  less  thoroughlv*  had  t^ 
convenience  of  commentators  and  practitioners  who  have  :^ 
constantly  in  their  hands,  been  consulted  by  the  adoption  -^' 
some  sort  of  system— alphabetical  for  example,  if  no  oti^ 
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KMurred  to  the  draftsman — ^in  the  azzangement  of  its  pro- 
isioziB.  To  give  an  example  why  the  section  as  to  stamp 
Inty  should  be  immediately  followed  by  that  making  sales, 
inder  certain  exeontions,  public,  and  that  by  the  ones 
bbolishing  the  writ  of  eligit  as  to  goods,  and  that  again  by 
ihe  one  relating  to  the  removal  of  a  bankmpt's  trustee  is  a 
•hing  that  no  fellow,  as  Lord  Dundreary  would  have  put  it 
philosophically,  that  is  no  fellow  not  a  draftsman  can  under- 
itand.  The  word  sheriff  does  occur  in  both  section  145  and 
action  146,  and  the  letter  S  commences  both  the  word 
Sheriff,  the  word  Stamp,  and  the  word  Sale,  but  no  one  has 
bs  yet  been  able  to  suggest  to  me  any  better  sequence  or 
connection  of  ideas  which  would  account  for  this  arrange- 
nent.  Again,  why  a  similar  order  of  the  subjects  treated  of 
)y  them  both  was  not  maintained  in  the  Act  and  in  the 
"ules  it  is  not  easy  to  see :  thus  the  4th  section  of  the  Act 
vhich  is  its  real  commencement  is  dealt  with  by  rule  118. 

Still,  notwithstanding  these  few  patent  defects  in  its 
vordingand  arrangement,  it  makes  one  more  of  those  deep 
ootprints  in  the  sands  of  the  history  of  our  laws  for  which 
his  age  will  ever  be  renowned,  but  which  many  business 
nen,  as  well  as  politicians,  honestly  regard  with  suspicion, 
^e  are  not  unfamiliar  with  sneers  at  the  manifold  recent 
ifforts  of  our  legislation  at  codification,  for  of  these  the 
audatores  temporis  acti  have  been  prolific  of  late  ;  but  this 
V.ct  has  not,  from  the  nature  of  the  case,  had  an  opportunity 
»f  coming  in  for  the  somewhat  general  criticism.  Any 
enactment  proposing  to  deal  comprehensively  with  our 
>ankruptcy  law  must  of  necessity  be  a  codification  of  it ; 
or  the  fons  et  origo  of  the  whole  system  consists  of  positive 
itatutes.  In  order,  therefore,  thoroughly  to  understand 
vhat  changes  it  has  effected,  and  what  others  there  are 
vhich  iwe  still  want,  it  will  be  necessary  to  glance  at  the 
icope  of  the  most  important  bankruptcy  acts  which  have 
>ccupied  a  place  in  our  statute  book,  and  just  to  notice  the 
>bjects  with  which  they  were  brought  in,  as  well  as  where 
»ach  one  of  them  when  tested  were  found  to  fail.  We  have 
ihe  authority  of  Lord  Mansfield  for  saying  that  general  rules 
ure  adopted  for  the  times  in  which  they  are  made ;  but  that 
process  of  time  begets  cases  not  within  the  spirit,  though 
vithin  the  letter  of  the  rule,  and  that,  therefore,  exceptions 
kre  from  time  to  time  admitted  as  reason  convenience  and 
he  public  good  require,  while  those  general  rules,  together 
vith  the  exceptions  to  them,  form  the  law.  And  although 
he  exposition  of  a  statute  does  not  depend  upon  the  cases 
diich  there  have  been  under  it,  but  upon  the  principles 
vhich  govern  them,  reported  cases  form  an  important  com- 
ponent in  the  forces  which  bring  about  a  fresh  enactment. 
[n  fact  it  is  formed  by  the  surviving  force  of  the  act  in  opera- 
tion, the  clamorous  exigencies  of  the  time,  and  important 
;ases  under  the  act  still  in  force,  consisting  of  successful 
itcempts  to  evade  its  spirit,  which  are  indeed  the  best 
examples  of  its  shortcomings. 

The  Bankruptcy  Act  of  1883  then  is,  as  might  have  been 
jeen  supposed,  the  Act  of  1869  with  a  strong  element  of 
previous  acts,  construed  by  the  supposed  necessfties  of  the 
atter  end  of  the  nineteenth  century,  and  furnished  with 
jertain  brand-new  machinery  for  this  purpose,  amended  to 
neet  certain  cases  which  drove  a  coach  and  horses  through 
ts  predecessors,  but  approving  certain  other  cases  which  have 
)een  decided  under  it.  It  is  prima  facie  impropable  that  a 
)ill  brought  in  by  Mr.  Chamberlain,  Sir  Farrer  Herschell  and 
VIr.  John  Holms,  and  with  which  it  is  an  open  secret  that  a 
jounty  court  judge  of  such  experience  as  Mr.  Motteram  had 
\t  Birmingham,  did  so  much  for,  a  bill,  moreover,  so 
thoroughly  thrashed  out  in  grand  committee  as  this  one  was, 
ihould  become  anything  but  a  useful  act,  if  fairly  treated  by 
]iccountants  and  the  legal  profession.  Indeed  the  chief  con- 
stituent part  of  it  to  which  one  could  a  priori  take  exception 
s  the  strong  trace  of  its  predecessors  which  is  to  be  found  in 
t.  If  old  acts  of  parliament  had  not  been  taken  as  a 
5Toundwork  upon  which  to  improve,  sjid  the  bankrupt  law 
lad  been  treated  as  a  teybula  rasa  by  these  great  authorities 


on  trade  finance  and  the  legal  requirements  of  our  day,  each 
of  whom  has  had  all  necessary  experience  and  knowledge  of 
oar  ^iresent  social  wants,  as  well  as  of  the  history  of  the 
workmg  of  previous  bankruptcy  acts,  the  result  would,  I 
think,  have  been  better,  at  all  events  in  arrangement,  while 
the  purge  applied  need  not  have  been  less  drastic.    We  have 
here,  however,  not  only  a  statute  necessarily  complete  in 
itself,  as  new  as  an  English  statute  ever  is,  but  also  a  statute 
containing  provisions  for  the  reconstruction  of  the  court  in 
which  tiie  law  under  it  is  to  be  administered,  as  well  as  much 
new  machinery  to  administer  it  with.    If  legislators  when 
constructing  a  bankruptcy  Act  had  always  acted  upon  the 
principle  that  it  should  be  made  unprofitable  and  therefore 
improbable  t^at  its  machinery  would  not  work,  the  wheels 
of  several  of  our  ancient  statutes  would  have  had  a  grease, 
the  lubrication  of  which  would,  by  destruction  of  friction, 
have  made  them  going  concerns,  and  we  should  not  have 
come  to  the  deadlocks  history  tell  its  pitiful  tale  of.     And 
now  to  glance  all  too  curiously  at  some  previous  enactments. 
Of  course  we  can  derive  but  little  useful  knowledge,  owing 
to  the  changes  that  have  taken  place  in  the  circumstances  of 
life  generally,  and  of   trade  in  particular,  from  the  pro- 
visions or  working  of  the  first  banxruptcy  act  in  our  statute 
book,  which  was  passed  nesrly  three-and-a-half  centuries  ago 
and  which  was  directed  apparently  against  all  fraudulent 
debtors ;  nor  indeed  from  the  statute  of  Elizabeth,  which, 
though  dealing  solely  with  traders,  instituted  bankruptcy  tri- 
bunals and  assigned  original  jurisdiction  in  bankruptcy  to 
the  chancellor.    These  statutes  were  followed  by  two  enact- 
ments of  the  British  Solomon,  James  I.  which  were  remark- 
able for  nothing    in  particular,  and  we  then  come  to  the 
statute  of  Anne,  4  Anne  c  17.     Prior  to  this  statute  excep- 
tional severities  were  practised  towards  honest  and  dishonest 
debtors  alike,  and  they  were  left  indiscriminately  at  the 
mercy  or  rather  to  the  cruelty  of  their  creditors  who  were 
generally  in  those  bad  old  days,  bitterly  vindictive,  unless 
their  debts  were  paid  in  full,  while  the  debtor  who  avoided 
his  creditors  rendered  himself  amenable  to  a   too   severe 
criminal  law.    The  statute  of  Queen  Anne  recognised  the 
fact  that  it  was  for  the  profit  of  society  at  large  that  the 
unfortunate  trader  who  had  given  up  his  all  should  in  pro- 
cess of  time  be  able  to  get  his  discharge,  and  have  a  fresh 
start  in  life.    Various  other  acts  followed  which  call  for  no 
particular  comment,  until  wo  come  to  the  time  of    Sir 
Samuel    Romilly.      His  sense  of    justice    seems  to    have 
revolted  at  the  unnecessary  severity  and  the  general  im- 
practibility  of  the  existing  bankruptcy  law,  and  he  made 
many  gallant  attempts  to    improve    it.     His    instructive 
memoirs  are  filled  with  wise  reflections  of  his  views  on  the  prin- 
ciples which  should  be  found  in  bankruptcy  statutes,  and 
regrets  that  bankruptcy  bills  were  considered  only  in  thinly- 
attended  houses.    In  the  very  early  part  of  tliis  century 
great  evils  constantly  arose  from  the  honest  transactions  of 
bankrupts  being  set  aside  owing  to  the  discovery  of  secret 
prior  acts  of  bankruptcy,  and  from  commissions  being  over, 
turned  in  consequence.     Sir  Samuel  Romilly 's  efforts  were 
addressed  to  counteracting  their  evils,  and  indeed  by  the  act 
of  1809  he  did  much  to  diminish  the  expense  of  proceedings 
and  to  prevent  assignees  from  keeping  estates  in  their  own 
hands,  and  employing  them  for  their  own  benefit.    Creditors 
too,  were  prevented  by  this  act  from  withholding  certificates 
without  apx)eal,  and  also  from  keeping  a  bankrupt  perpetually 
in  prison  for  not  paying  debts  which  it  was  imposssible  for 
him,  unless  he  had  committed  a  capital  felony,  to  have  had 
the  means  of  paying.     We  may  now  pass  to  the  Bankruptcy 
Consolidation  Act  of    1825.     Under  it  a  bankrupt  could 
declare  his  own  insolvency,  and  deeds  of  arrangement  with 
creditors  were  first  introduced  by  it.    This  all  failed  because 
the  consent  of   nine-tenths  of    the    creditors    was    made 
necessary  to  the  carrying  out  of  a  deed  of  arrangement, 
while  the  non-assenting  creditors  were  not  restrained  from 
taking  proceedings  against  the  debtor,  nor  indeed  was  his 
estate  protected  xmtil  15s.  in  the  £  was  paid.    The  act  of 
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1832,  which  altered  materially  the  machinery  of  the  courts 
having  jurisdiction  in  bankruptcy,  is  chiefly  remarkable  as 
being  the  first  to  introduce  the  system  of  official  assignees, 
one  of  whom  was  assigned  to  each  estate  for  the  purpose  of 
having  it  vested  in  him  along  with  the  creditors'  assignee. 
We  now  come  to  the  Act  of  1849,  which  attempted  to 
facilitate  the  working  of  schemes  of  arrangement,  although 
it  omitted  to  give  protection  to  the  debtor,  pending  negotia- 
tions for  a  composition.  This  act  is  believed  to  have  broken 
down  because  non-assenting  creditors  were  bound  only  by 
composition  deeds  under  it  which  provided  for  the  giving  up 
of  the  whole  of  the  debtors's  property  for  the  benent  of  his 
creditors.  In  1861  the  law  of  bankruptcy,  including  the  doc- 
trine of  reputed  ownership,  was  extended  to  non-traders,  and 
the  Insolvent  Debtor's  Court,  which  had  up  to  that  time  had 
jurisdiction  as  to  their  relief  and  discharge  from  prison,  was 
abolished.    The  faults  of  the  Act  of  1849  were  dealt  with  by 

Srovisions  for  regulating  the  protection  to  be  given  to  the 
ebtor  during  negotiations  for  composition,  and  dissenting 
creditors  were  bound  by  smaller  majorities,  and  even  though 
the  whole  of  a  debtor's  property  was  not  taken  from  him. 
The  result  of  this  Act  was  tnat  secret  arrangements  were 
made  between  the  debtor  and  certain  unduly  favoured  credi- 
tors, while  the  general  bodjr  considered  tJiat  they  had  not 
enough  control  over  his  affairs.  Nor  were  these  evils  reme- 
died by  the  'amendment  act  of  1868,  which  attempted  to 
make  the  whole  of  a  debtor's  property  discoverable  and 
available  for  the  general  payment  of  his  debts. 

The  year  1869  saw  the  mtroduction  of  the  late  act,  and 
also  of  the  Debtor's  Act,  still  in  force.  It  abolished  official 
assignees  and  the  doctrine  of  reputed  ownership  as  applied 
to  non-traders,  prevented  a  debtor  from  petitioning  for 
adjudication  against  himself,  attempted  to  deal  compre- 
hensively with  fraudulent  preferences,  and  contained  further 
facts  for  the  debtor's  dischaige.  The  failure  of  the  act  of 
1869  was  chiefly  caused  by  leaving  it  to  the  creditors,  or  to 

Slausible  persons  who  induced  the  creditor  to  allow  them  to 
o  so,  to  institute  and  carry  out  the  collection  and  dispensing 
of  the  debtor's  property  and  assets.  The  idea  was  that  the 
persons  primarily  interested,  viz.,  the  creditor's  themselves, 
would  be  the  persons  who  would  most  economically  get  in 
and  administer  whatever  assets  could  be  got  out  of  the  debtor. 
But  the  fact  is  that  creditors  never  attend  to  such  things 
themselves,  but  rather  regard  a  debt  owing  from  a  bankrupt 
as  a  thing  absolutely  gone.  As  a  rule  when  personal  ill- 
feeling  does  not  come  in,  they  prefer  to  cut  a  loss,  and  con- 
sequently, under  the  late  Act,  they  too  frequently  accepted 
the  services  of  the  first  adventurer  who  proffered  himself  as 
an  agent  for  the  collection  of  ^a  particular  debt.  These 
Chevaliers  dHndustrct  assisted  by|  unscrupulous  persons 
possessed  of  legal  letters  of  marque,  having  once  obtained 
seizure  of  the  estate  of  the  bankrupt,  thereupon  got  them- 
selves appointed  trustees  and  then  multiplied  proceedings 
to  an  incredible  degree,  and  were  in  effect  part  of  a  most 
costly  machinerv  which  was  so  worked  that  bills  of  costs 
were  large  indeed,  but  the  return  to  the  credttor  preposterously 
small.  The  supineness  of  creditors  and  the  'irresponsible 
position  of  these  practically  self-elected  trustees,  a!dded  to 
the  delay  and  expense  incident  to  the  realisation  of  almost 
every  estate,  loudly  clamoured  for  alteration,  and  several 
bills  were  introduced  co  remedy  these  and  other  evils  con- 
nected with  the  bankruptcy  system  then  in  force.  In  process 
of  time  things  found  such  disfavour  with  the  libenU  min- 
isters now  in  office,  as  being  detrimental  to  the  well-being  of 
the  country,  through  creditors  (as  had  been  proved  by 
experience)  not  looking  after  their  debts,  that  a  fatherly 
government  at  length  determined  to  take  the  poor  creditor 
under  its  wing  and  legislate  how  he  should  nave  his  bad 
debts  collected  for  him,  by  what  was  practically  assigning 
the  duty  to  a  government  department.  Many,  even  inde- 
pendent thinkers,  object  to  the  principle  of  state  interference 
with  the  rights  of  citizens  to  act  as  they  please  with  refer- 
ence to  their  own  property,  as  long  as  by  so  acting  they  do 


not  injure  their  neighbours.  In  this  view  they  have  still  the 
powerful  support  of  Mr.  Herbert  Spencer,  but  Adam  Smith  > 
ideas  and  those  of  his  successors  such  as  Bicaido  slI 
MoGullock,  though  favouring  this  view,  cannot  be  taken  ±i: 
account,  as  state  agency  in  their  day  was  necessarilv  s^: 
defective.  A  liberal  government  seems  often  of  opinion  tbii 
however  great  the  shortcomings  of  other  governments  maj  hk^i 
been,  it,  at  all  events,  can,  by  legislation,  make  men  w  jer 
and  better ;  and  that  its  good  intention,  which,  vanity  ob^z 
leads  men  to  believe  must  of  necessity  bear  good  fruit,  u;  i 
sufficient  excuse  for  meddling  with  the  private  concem^  cf 
the  individual  citizen.  The  truth  is  that  no  single  per^:c 
can  deal  foolishly  with  a  debt  owing  to  him,  without,  thoz:i 
perhaps  almost  imperceptibly,  damaging  the  ]»ower  cf  1^ 
neighbour  to  recover  his  debts.  In  other  words  the  coaniry 
suffers  if  debts  are  not  economically  and  effectively  collect-^ 
and  state  interference  here  is  at  all  events  not  the  gratn.:?!: 
instance  of  aggressive  bureaucracy  it  would  at  |first  &.gt'. 
appear  to  be.  The  principle  is  not  a  wrong  one,  sitbou^ 
the  method  of  its  application  may  perhaps  be  improve  I. 
Creditors  have  had  the  chance  of  doing  their  own  voii 
themselves,  and  they  have  not  done  it,  and  the  question  s. 
whether  it  is  better  |that  the  state  should  do  it,  or  tho^  .'• 
should  be  left  undone.  And  so  in  this  case  it  canaot  r': 
truthfully  asserted  that  individual  action  is  paralyzed  Iv  l.s 
interference  of  the  state  ;  as  in  f&ct  something  is  dace  :j 
the  state  for  the  benefit  of  society  at  large,  which  w^j 
actually  not  done  before. 

And  so,  with  reference  to  the  act  of  1883,  I  may  ssj  a 
once,  that  though  bearing  a  strong  family  likeness  lo  ::> 
ancestors  it  has  some  strilonglv  original  features  of  its  -y^z. 
Among  these  may  be  noticed  the  abolition  of  the  distineu-i 
between  traders  and  non-traders,   the   fact    that  m^ir-i 
women  and  lunatics  are  now  liable  to  bankruptcy  prxTi-:- 
ings,  the  substitution  of    bankruptcy  notices    for  debi^^' 
summonses,  the  institution  of  receiving  orders,  the  proTH^:£ 
that  debts  payable  in  futuro  are  capable  of  sup{»rur.;  i 
petition,  the  reduction  of  the  period  within  which  a  pe:lt  ~ 
can  be  presented,  and  the  constitution  of  official  receivas.  - 
whom  more  anon.    The  next  things  to  be  noticed  hit  tbe 
provisions  as  to  discharge,  preferential  claim  of  servants :~: 
mthe  bankrupt's  employ  at  the  time  of  his  bankrupccr,  ±c 
shortcoming  of  the  period  of  relation  back,  the  liniita£i>jc .: 
reputed  ownership  to  goods  in  the  order  and  disposii.ci  ~ 
the  bankrupt  in  his  business,  but  its  extension  to  the  cise  :: 
non-traders,  and  also  those  as  to  the  restriction  of  credi:::-' 
rights  under  execution  or  attachment.    Furthermore,  a.;<£w- 
tions  have  been  made  by  this  act  with  reference  to  disclaim-':^ 
and  the  removal  of  fixtures  on  disclaimers  as  well  aa  v- 
remuneration  of  the  trustee.      The  provisions  as   to  u- 
Board  of  Trade,  the   consolidation  of  the    London  C:-r 
with  the  High  Court,  the  enlarged  jurisdiction  given  :o  u. 
registrars,  the   making  of    judgment  debtors'   sammo:.^- 
bankruptcy  business,  the  regulations  as  to  appeals  from  :. 
CouDty  Court,  and  indeed  appeals  generally,  the  contin..^ 
of  proceedings  on  the  death  of  the  debtor,  the  sections  a^' 
small    bankruptcies,   administration   orders,   and  dece*-< 
insolvents'  estates  are,  of  course,  all  quite  new.     The  . 
under  consideration  has  moreover  provided  that   whts 
eligit  shall  not  extend  to  goods,  and  has  also  prescribed  : 
method  in  which  a  trustee  shall  deal  with  unclaimed  tiz 
or  dividends,  while  it  makes  the  sanction  of  the  court  ")  - 
necessary  for  liquidations  and  compositions  under  th.-  ■ 
act.     It  also  makes  wise  regulations  as  to  proxies,  not%/- 
standing  the  objections  which  have  been  raised  as  to  l.- 
limitations  imposed,  and  also  as  to  touting  and  the  val^i.: 
of  securities.    This  list  is  to  be  found  in  an  index  w^i.  - 
made  not  long  ago,  namely,  that  to  the  large  work  on  '>^-- 
ruptcy  by  Mr.  Edward  Cooper  Willis,  Q.C.,  in  the  prepaj-at 
of  which  I  had  the  honour  of  assisting  him  ;  and  a»  - 
pages  in  the  book  upon  which  these  various  alteratioL^ 
to  he  found  are  there  set  out,  I  cannot  do  better  t>-ii^ji  r  - 
students  to  it.    If  I  am  told  that  in  your  library  there  c 
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lot  happen  to  be  a  copy  I  will  see  that  the  deticioncy  is 
emedied.  In  this  way"!  have  time  left  me  to  di-aw  your 
uttention  to  by  far  the  most  important  of  tliese  chaiij^cs  by 
examining  some  of  its  details.  Let  me,  however,  lirst  beg 
TOM  to  discard  any  political  views  you  may  have,  not  only 
vith  reference  to  the  prime  mover  in  bringing  it  in,  and 
>ushing  it  through  Parliament,  but  also  as  to  tlic  principle 
nvolved  in  the  remarkable  return  to  oliioialism  which  is 
loticeable  throughout.  From  Scylla  we  have  indeod  gone 
nto  Charybdis  in  the  chief  innovation,  not  being  one  of 
routine,  to  be  found  in  it,  namely,  in  the  appointment  of 
L  department  of  the  state  as  the  practical  authority  in 
L(l ministering  bankrupt  estates.  The  above  responsibility 
>f  the  choice  of  officers,  by  whom  the  Board  of  Trade  is  to 
lo  its  work,  is  thrown  upon  that  department  by  allowing  it 
o  choose  the  official  receivers,  who,  thougli  they  are  to  act 
inder  the  general  authority  and  direction  of  the  Board,  are 
-et  officers  of  the  court  or  courts  to  which  they  are  attached, 
vhile  the  same  department  chooses  the  areas,  within  the  1:J0 
jounty  courts  and  the  London  court,  in  which  they  are 
espectively  to  preside.  Sec.  71  and  sec.  162  provide  for  the 
appointment  of  other  officials  by  the  Board,  and  sec.  128 
lIIows  the  same  department  to  fix  their  remuneration,  sub- 
ect  only  to  the  concurrence  of  another  department  of  the 
tato — I  mean  the  treasury. 

As  to  the  duties  of  the  officers  of  the  Board  of  Trade  a 
vord  must  be  said.  Those  of  the  most  important  officer, 
lamely,  the  official  receiver,  are  in  the  act  (s's.  69  and  70) 
livided  into  duties  as  to  the  debtor*s  conduct,  and  duties  as 
o  the  debtor's  estate.  Anyone  who  desires  to  know  more 
ipon  this  head  cannot  do  better  than  refer  to  27  Solicitors* 
Toiirnalj  p.  359.  In  the  list  of  duties  of  the  ofiicial  receiver 
owards  the  debtor's  estate  it  is  to  be  noticed  that  though 
he  receiver  is  to  instruct  the  debtor  to  prepare  his  statement 
>f  affairs  (R.  168)  when  he  cannot  himself  prepare  a  proper 
statement  of  aftairs  the  official  receiver  may  at  the  expense 
)f  the  estate  employ  some  person  or  persons  to  assist  in  the  pre- 
paration of  the  statepient  of  affairs.  The  likelihood  of  the 
■eceivers  doing  damage  to  the  estate  through  an  improper 
jxercise  of  this  very  salutory  power  is  practically  guarded 
Lgainst  by  R.  237  (2)  which  provides  for  an  interview  by  the 
eceiver,  or  some  person  appointed  by  him,  with  the  debtor 
or  the  purpose  of  investigating  his  affairs,  and  determining 
vhether  or  not  they  shall  be  administered  summarily  as  a 
(mall  bankruptcy  under  sec.  121.  Moreover,  by  li.  239  a 
special  report  is  to  be  made  to  the  Board  as  to  the  person 
employed  to  assist  the  debtor,  and  justifying  the  action  pf 
;he  receiver  in  so  doing,  and  also  stating  the  remuneration 
U lowed  to  such  person.  Mr.  Dixon  Hartland  has  obtained 
credit  for  being  the  first  person  in  grand  committee  to  pro- 
pose the  appointment  of  an  accountant,  when  necessary,  as 
t  so  often  is,  to  prepare  a  complicated  statement  of  affairs  ; 
:or  it  IS  plain  that  in  such  cases  both  creditors  and  the 
sourt  benefit  from  the  lucid  reports  they  would  not 
)therwise  obtain.  ^  Although  the  general  form  of  the  goods 
^ost  and  deficiency  account,  and  the  statement  of  affairs 
s  given  in  appendix  No.  85,  and  must  not  be  substantially 
ieparted  from,  still  there  is  there  plenty  of  scope  for  the 
lisplay  cf  ingenuity  and  professional  skill.  Take  for 
)xample  List  R. — the  deficiency  account.  What  greater 
atitude  can  be  had  then  that  given  by  the  direction  "  This 
account  must  contain  explanations,  in  detail,  of  the  losses, 
3xpenses,  or  other  causes  of  the  difference  between  the 
timount  of  the  indebtedness  and  of  the  assets  "  ?  It  must 
not  be  forgotten  however,  that  the  statement  of  affairs  has 
to  be  verified  by  affidavit  (sec.  16)  ;  and  it  may  perhaps  hero 
be  suggested  that  the  capital  with  which  the  debtor  began 
business  may  with  advantage  often  be  inserted  in  a  note, 
DLS  well  as  the  gross  profits  made  by  him  in  the  conduct  of 
the  business  generally  accounted  for,  as  these  subjects  will 
otherwise  crop  up  more  unpleasantly  in  the  further  exaraina- 
.ion.  It  must,  however,  bo  observed  that  figures  only, 
representing  loBses,  expenses  etc.i  which,  when  added  up,  | 


correspond  with  the  amount  of  the  deficiency  shown  on  the 
face  of  tlie  statement  of  affairs,  must  be  put  in  the  body  of 
the  delicicncy  account.  This  is  plain  from  the  note  at  the 
foot  of  the  form  in  the  appendix,  and  the  general  form  of 
the  deliciency  accjunt  fore  shadowed  by  the  act  has  in  con- 
sequence been  somewhat  severely  criticised  by  some  legal 
writers.  It  was  originally  proposed  that  the  official 
receiver  should,  hi  each  case,  be  able  to  be  appointed 
trustee  by  the  creditors,  as  he  is  in  small  bankruptcies, 
bat  the  opposite  course  has  beon  enacted  by  sec.  21  s.s.  5, 
Though  he  is  to  b3  the  trustee  in  all  bankruptcies  until  he 
appointment  of  a  formal  one  (s.  54)  and  to  have  by  the  27th 
rule  of  the  2nd  schedule  all  the  powers  of  a  trustee  with 
respect  to  the  examinations,  admission,  and  rejection  of 
proofs,  his  exercise  of  such  powers  being  however  subject  to 
appeal. 

But  oven  more  important  than  the  authority  given  to 
official  recrnvers  ov6r  the  debtor  and  his  estate  is  that  given 
to  those  otliccrs  over  the  trustee.  And  here  something  has 
to  be  said  about  the  choice  of  a  trustee.  Whereas  a  priori 
one  would  be  disposed  to  think  that  no  class  of  persons 
would  be  more  competent  to  choose  the  agent  to  represent 
their  interests,  in  connection  with  the  realisation  of  a 
debtor's  estate  than  his  own  creditors,  experience  haa 
taught  that  it  is  not  so.  As,  however,  it  was  considered 
advisable  that  the  state  should  appoint  trustees  in  each 
case,  as  used  to  be  done  in  the  case  of  insolvents,  creditors 
have  been  left  to  choose  their  own  trustee,  but  his  every 
action  has  been  put  under  the  control  of  the  official  receiver 
or  in  other  words  the  Board  of  Trade. 

It  is  unlikely  that  a  creditor  who  is  not  actuated  by  some 
unusual  motive  will  himself  undertake  the  onerous  duties  of 
trustee  of  a  bankrupt's  estate,  and  moreover,  it  is  a  great 
question  whether  an  ordinary  business  man,  except  in  a 
simple  case,  is  capable  of  filling  that  office.  One  would 
certainly  think,  judging  a  2>r/ori,  that  the  best  thing  to  do 
would  be  to  employ  a  professional  accountant  that  so  the 
liquidation  might  be  cariicd  out  effectually.  The  competi- 
tion,  however,  which  took  place  under  the  old  act  among 
the  more  pushing  members  of  the  profession,  with  reference 
to  the  choice  of  a  trustee,  was  in  some  instances  carried  to 
excels  ;  and  for  this  reason  we  have  in  the  new  act  sec.  16 
(4.)  refusing  inspection  of  the  debtor's  statement  to  all 
but  creditors,  and  boiui  fide  agents  of  creditors,  while  the 
expensive  proceedings  which  some  unscrupulous  trustees 
indulged  in  to  the  detriment  of  the  estates  they  were 
administering,  made  the  legiplature  under  the  advice  of 
practical  men  enact  sec.  21,  72  and  83.  Notice  too 
sec.  91  and  sch.  1.  R  20  and  R  26.  Furthermore,  we  find 
the  payment  of  monies  by  trustees  into  the  Bank  of  Eng- 
land regulated  by  sec.  74,  and  the  audit  of  trustees'  accounts 
by  sec.  78,  while  sec.  82  has  to  do  with  their  release  and 
sec.  86  (2)  provides  for  their  removal  in  certain  cases,  and 
sec.  87  (3)  gives  power  to  the  Board  to  fill  up  vacancies  of  a 
certain  direction  in  the  office  of  trustee. 

And  now  gentlemen  having  called  your  attention  coategii- 
cally  to  the  chief  alterations  caused  by  the  act,  or  coming 
into  effect  during  its  reign,  as  for  example  the  regulations 
relating  to  married  women,  which,  of  course,  come  into 
force  primarily  by  virtue  of  the  Married  Women's  Property 
Act  1882,  and  having  dealt  with  its  most  important  feature, 
namely  the  return  to  officialism  which  pervades  it  through- 
out, I  will  with  your  permission  button-hole  you  for  a 
little  time  while  we  consider  together  what  is  the  title  of 
my  lecture  to  you  to  night,  viz :  *  The  Effect  of  the  Bank- 
ruptcy Act  1883,'  The  title  is  a  pretentious  one,  and  I 
must  apologise  for  the  choice  of  it,  but  as  the  greater 
includes  the  less,  I  have  the  opportunity  as  you  see  of 
touching  upon  such  parts  of  it  as  seem  to  me  to  be  espec- 
ially worthy  of  notice.  Let  us  then  first  look  at  what  was 
the  working  of  the  late  act  from  the  point  of  view  of  the 
business  debtor,  who,  though  unfortunate,  had  yet  been  an 
honest  trader.    He  filed  his  petition  and  called  his  cxeditors 
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togetbefi  after  haying  fonnnlated  a  proposition  which  he 
proceeded  to  lay  before  them  upon  the  earliest  possible 
occasion.  That  projjosition  was  usually  framed  with  the 
object  of  his  continuing  in  his  business.  He  generally  pro- 
posed to  pay  a  fair  diyidend,  though  by  instalments,  and 
mstalments  too  frequently  extending  oyer  a  considerable 
period  of  time.  Possibly  tne  creditors'  meetings  might  haye 
Deen  annoying  from  the  nature  of  the  Questions  put,  though 
eyen  these  were  not  so  general  as  now,  but  then  tne  meetings 
were  priyately,  and  the  annoyance  after  all  was  not  yery 
great.  Moreoyer,  a  substantial  offer  was  for  the  most  part 
accepted  pleasantly,  and  the  resolutions  promptly  carried  in 
and  registered,  and  then  the  matter  was  practically  oyer. 
But  now  the  case  is  altered.  It  is  not  the  creditors  who 
haye  to  be  appeased  and  satisfied,  but  the  outraged  feelings 
of  the  official  receiyer  whose  sense  of  decency  and  moial 
tone  has  generally  speaking  wonderfully  improyed  since  he 
has  been  m  office,  and  who  is  now  too  often  offended  at  the 
idea  of  there  being  such  a  thing  as  a  bankrupt,  eyen  though 
if  there  were  not  his  occupation  would  be  gone  along  with 
his  professional  income.  Moreoyer  gentlemen,  the  typical 
official  receiyer  has  duties,  public  and  priyate,  to  perform, 
and  it  is  proyerbial  that  new  brooms  sweep  yery  clean 
indeed.  This  official's  public  duties  are  towards  the  Board 
of  Trade,  who  are  also  just  now  new  brooms  at  this  sort  of 
sweeping,  and  so  they  make  a  clean  sweep  among  them  of 
the  unhappy  bankrupt's  property  and  effects.  The  receiver 
must  make  money,  and  quickly  too,  for  the  Board,  and 
gentlemen  many  receiyers  are  so  human,  and  they  haye  all 
duties,  priyate  duties  towards  themselyes  to  perform,  that 
sometimes  it  is  said  that  money  has  to  be  made  if  only  to 
repay  their  own  expenses.  Anyhow  too  often  eyerything  is 
realized  that  the  receiyer  can  lay  his  officious  hands  upon, 
and  the  poor  bankrupt  is  sold  up  all  at  once,  and  the  better 
the  estate,  the  quicker  it  is  oonyerted  into  cash,  while  the 
bankrupt  is  somewhat  ruthlessly  knocked  out  of  the  running 
in  the  business  he  has  spent  perhaps  nearly  the  whole  of  a 
respectable  lifetime  in,  before  his  misfortunes  began.  I 
do  not  say  that  this  happens  inyariably.  There  are  many 
excellent  receiyers  whom  nothing  would  make  anything  but 
kind-hearted  and  scrupulously  honest  officials ;  but  it  is  to 
be  feared  that  the  slightest  tendency  to  unscrupulousness 
must  now  be  fraught  with  terrible  consequences  to  the 
debtor,  and  that  in  fact  his  incumbrances  are  not  as  a  rule 
sufficiently  considered.  That  he  has  been  unfortunate  and 
he  must  suffer  in  the  interests  of  the  many,  is  the  yiew 
that  is  now  considered  the  correct  one. 

If,  howeyer,  an  offence  under  the  28th  section  is  proyed,  his 
dischaige  is  generally  suspended  for  6  months.  I  remember 
a  case  in  which  it  was  suspended  for  a  wedc ;  but  on  the 
whole  discharges  are  granted  with  great  leniency.  The 
debtor's  books  must,  howeyer,  haye  been  kept  reasonably  well, 
and  legal  extrayaganoe  not  proyeable  against  him ;  otherwise, 
there  is  no  object  in  keeping  him  before  the  court,  and  eyen 
though  he  has  committed  eyery  offence  (not  under  the  debt- 
or's act)  he  will  probably  get  his  discharge  in  a  year. 
Under  the  old  act,  remember,  he  had  to  do  one  of  two 
things,  either  pay  lOs.  in  the  £  or  get  his  creditors  to  certify 
that  the  reason  he  could  not  do  so  was  no  fault  of  his  own. 
So  that  the  upahot  of  the  whole  thing  is  this :  in  failures  in 
large  conuneroial  centres,  where  there  are  any  diyidends, 
notwithstanding  all  the  fees  to  the  receiyer  being  about  7} 
per  cent.,  they  are  larger  and  sooner  paid  than  under  the  old 
system.  When  a  composition  is  offered  it  is  larger — at  the 
same  time  the  facilities  for  a  man  with  no  estate  to  get  his 
discharge  are  infinitely  greater.  The  man  who  has  become 
bankrupt  honestly  is  exposed  to  more  preliminary  annoyance 
now  than  under  the  old  act.  His  conduct  is  looked  upon 
with  more  suspicion,  but  his  creditors  get  a  larger  dividend, 
and  sooner  than  they  would  have  done  under  the  old  regime, 
but  now  the  rogue  gets  his  discharge  easier  even  though  the 
creditors  get  nothing.  Bemember,  I  pray  you,  that  the  faulto 
limpate  to  the  woxiing  of  the  aot  loe  noti  in  my  jodgmenti 


fairly  imputable  to  the  act  itself,  so  mnch  as  to  the  pasi 
who  have  the  duty  of  applying  it.    The  thtunb-scrsvi 
yery  artfully  contrived  lunb  of  maohineiy  and  doe  ^. 
credit  to  its  inventor  for  its  ingenuity.    It  is  quite  b^-- 
when  in  repose,  but  if  an  evil-minded  attendant  poU  r.. 
thumb  in  it  sud  then  turns  it  on  vicioosly,  whether h.Ti 
to  get  so  much  for  the  operation,  or  because  h«  d^in: 
display  the  efficiency  of  the  machine,  the  result  ii  dc«'^ 
less  harmful  to  the  thumb  in  torture.    I  say  that  theism 
man  is  too  hardly  dealt  with  by  those  who  admiiiiite:- 
act  as  it  is  at  present  administered,  and  while  the  rr. 
whom  no  one  is  careful  to  punish,  and  wheee  ac&u^  j 
kept  bim  out  of  offending  against  the  letter  ofysin 
able  far  too  easily  to  bum  its  provisions  to  his  on  i- 
The  alterations  that  are  required  are  not  nameici'c 
above  all  they  are  not  fundamental  ones;  but  tbefC' 
alterations  that  can   only   be   supplied  by  piwtiss-' 
acquainted  with  the  working  both  of  the  nevu^^i 
the  old  acts,  who  are  practical  and  not  cold  blooded:- 
and  who  are  perfectly  disinterested  in  the  sug^a^  - 
make.    Theorists  only  gerrymander  bankruptcy  v^  - 
bigoted  officials,  paid  by  the  job,  as  often  do  ham  u  r 
however  well  meaning  the  general  effect  of  the  let,  u  ^• 
as  the  principle  ofthe  return  to  officialism,  and  aj-<' 
main  provisions  vrith  reference  to  it  contained  t^- 
we  have  taken  a  photo|(raph  of  its  most  striking  fek*^  i 
would  only  be  by  running  through  the  act  section  by  ac 
and  rule  by  rule  that  I  could  point  out  to  too  ^^^ 
the  many  minor  changes  it  has  brought  about  Al^-j^ 
cannot  glance  even  at  the  more  important  of  u^  =^ 
changes  effected  by  the  act,  it  may  be  well  to  pois^t:-^ 
all   distinction   between   trader   and  non-tndei^- 
abolished.    The  importance  of  this  abolition  s  ^^' 
apparent  when  we  remember  that  whereas  in  1^_ 
lands  of  deceased  traders  were  rendered  liable  tois^'-^j^ 
alienation  in  payment  of  their  debts,  it  wa^oot  ost^ 
Uiat  those  of  non-tniders  were  made  available  for  u  ^ 
purpose.    It  was  Sir  Samuel   Bomilly,  that  ws^^ 
officer  who  always  seemed  to  be  in  advance  a  b^''^ 
that  first  pointed  out  the  moral  iniquity  of  the  i^'- 
and  now  happily  it  is  entirely  done  away  ^^ J*^' 
the  effects  are  that  aU  acte  of  bankruptcy,  u  ta"^ , 


ownership  is  not  now"  confined  to  things  in  thebstt- 
possession  in  his  trade  or  buHneas*  which,  widei  t^-- 
passed  to  the  trustee  by  virtue  of  this  doctrine,  oat  •> 
mcludes  aU  his  personal  chattels  (sec.  16S  dep.  (^  P| 
The  question,  therefore,  whether  a  bankrupt  is  a  ti«»'^ 
and  all  the  leaminfl  upon  the  subject  are  now  alike^ 

Again,  if  the  bankrupt  has  a<  proposition  to  imb  ' 
creditors  it  is  too  often  intercepted  by  the  oflSa^.  ^ 
who  understands  what  their  true  intereste  are  w  5 
than  they  do.    He  is  almost  always  technical,  a^H^ 
the  bankrupt  has  two  selves  to  go  throush,  uc^ 
seive  and  the  receiver's  seive,  and  I  know  whiwi » 5^  ^ 
Consequently  composition  schemes  are  now  dimt^- 
approved,  and  the  annoyance  the  honest  debtoris  ^' 
infinitely  greater  than  in  old  time.  Under  the  oid^*^ 
could  only  be  examined  upon  his  statement  of  tf3|-j 
its  accuracy.  The  questions  were  in  fact  aato  '1*«*^' Tj 
or  had  not  a  net  egg.    Now  under  see.  17  yon  «c  ^ 
him  as  to  his  conduct  dealingB  and  property.  ^^! 
examination  now  is  not  so  much  to  impugn  the  afcc> 
the  statement  of  affairs  as  to  see  whether  ;f ou  can  obj^  • 
debtor's  discharge  under  sec.  28.    He  is  then  ast^^ 
capital  he  began  business  with,  how  much  he  has  £*. 
for  his  own  priyate  income,  and  his  mercantile  ccfr* 
often,  not  improperly  too,  thoroughlT  overhaoled.  ^  ^ 

I  son  supposing,  of  course,  that  there  is  a  de^ 
as  there  generally  is  when  you  have  an  honest  baw^ 
deftlwith. 
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People  do  say,  though  of  course,  most  unfairly,  that 
all  this  fuss  is  made  with  a  view  to  costs,  but  at  all  counts 
if  a  man's  business  is  large  the  court  is  inquisitive  and 
iuquisitorial ;  and  yet  the  costs  now,  even  in  such  cases,  are 
nothing  like  as  great  as  they  used  to  be. 

Now  let  us  look  at  the  case  of  the  dishonest  debtor,  I 
mean  the  prima  facie  dishonest  man  who  has  no  assets.  If 
he  has  no  assets  there  is  no  estate  to  waste,  and  of  course  he 
is  made  bankrupt.  If  his  statement  of  affairs  appears 
reasonably  correct,  and  he  dances  attendance  on  the 
receiver  when  required,  and  does  not  stroke  him  the  wrong 
iway,  all  he  has  to  do  is  to  brazen  the  matter  out.  It  is  true 
there  i^  no  object  in  making  costs  now,  but  then  a  composi- 
tion of  6d.  in  the  £  would  not  now  be  tolerated.  The  debtor 
has  not  to  rely  on  the  votes  of  creditors,  and  there  is  no 
bribe  to  him  to  manufacture  false  proofs.  A  few  formal 
printed  questions  are  put  to  the  bankrupt,  and  often  the 
official  receiver  continues  to  be  the  trustee.  At  length  he 
makes  a  perfunctory  report  and  all  is  practically  over. 

Now  and  then  a  creditor  who  has  been  robbeid  comes  for- 
ward. He  has  the  privilege  of  opposing  the  debtor  at  his 
own  expense,  and  he  must  be  prepared  with  evidence  of  seri- 
ous misbehaviour  on  the  part  of  the  debtor  to  stop  his 
discharge. 

As,  then,  time  will  not  admit  of  my  making  a  running 
criticism  upon  the  alterations  effected  by  the  new  act,  sera- 
tim,  I  will  just  touch  generally  upon  the  way  in  which  it 
seems  to  me  as  a  layman  to  affect  your  profession.  While 
desirous  to  give  all  due  weight  to  the  principle  that  the  good 
of  the  public,  generally,  and  not  that  of  any  individual  class 
must  be  the  primary  object  of  the  legislation  in  every  new 
enactment,  I  cannot  but  suppose  tnat  accountants,  like 
solicitors,  consider  that  they  have  a  vested  interest  in  the 
practice  under  every  bankruptcy  act.  "True,"  says  the 
opponent  of  this  theory,  "  but  that  interest  was  liable  to  be 
divested  by  the  misdeeds  of  individual  members  of  the  pro- 
fessions, and  was  divested  by  their  conduct  under  the  act  of 
1869." 

It  is  hardly  worth  while  to  indulge  in  truisms  as  that  an 
honourable  profession  should  not  be  made  to  suffer  for  the 
deeds  of  the  black  sheep  that  are  indigenous  to  every  calling, 
or  to  point  out,  in  the  case  of  solicitors,  that  if  the  remunera- 
tion allowed  under  the  act  is  not  sufiScient,  they  have  ample 
power,  owing  to  the  excellent  organisation  of  their 
profession,  to  agitate  for  its  increase.  The  objections 
raised  in  some  of  the  legal  papers  as  to  the  facilities  gfiven 
for  the  swearing  of  affidavits  etc.,  before  ]person8,  not  solici- 
tors, and  thereby  trenching  on  the  privileges  of  the  pro- 
fession, are  not  of  sufficient  weight  to  need  further  notice. 
But  the  case  of  the  accountant  is  different.  The  act  has 
certainly  not  dealt  liberally  with  your  profession,  gentlemen, 
and  this,  I  am  inclined  to  believe,  is  one  of  the  reasons  why 
arrangements  outside  the  court'  are  so  prevalent,  with  refer- 
ence to  which,  if  time  permits,  I  shall  say  a  word  or  two 
presently.  You  are  better  able  than  I  am  to  judge  of  the 
adequacy  or  non-adequacy  of  the  accountant's  charges  in 
the  scale  of  costs — £1  Is.  to  £5  5s.  for  principal's  time, 
when  exclusively  employed,  during  a  day  of  7  hours,  for 
investigating  accounts  etc.,  including  the  necessary  affidavit 
and  stationery.  I  confess  I  fail  to  see  the  principle  upon 
which  the  moderati  honorarium  of  £1  Is.  is  seriously  offered 
to  a  professional  gentleman  by  Lord  Selbome  and  Mr.  Cham- 
berlain for  giving  up  his  whole  time  to  the  preparation  of  a 
balance-sheet  for  7  hours,  nor  indeed  why  7  hours  should  be 
insisted  upon,  as  if  by  binding  a  man  to  stick  to  work  for  7 
hours  unwillingly,  so  as  to  earn  what  he  feels  sufficient,  you 
necessarily  get  any  better  value  out  of  him,  that  is,  if  you 
left  it  to  his  professional  honour  to  spend  only  3  over  the 
same  business.  Nor,  again,  do  I  see  when  the  limit  for 
accountants  ranges  from  1  to  5  guineas,  why  that  of  their 
chief  clerks  should  range  only  from  ^  to  1}  guineas  and  that 
of  other  clerks  from  7s.  6d.  to  I6s.,  but  of  these  charges, 
gentlemen,  you,  I  re-iterate,  are  quite  able  to  loim  a  right 


judgment  without  any  lecturing  from  me.  There  is,  more- 
over, no  hint  as  to  the  taxation  of  your  costs,  when  not 
trustees,  ordered  by  sec.  73  ss.  3,  which  it  is  within  my 
province  to  give  you ;  but  with  reference  to  the  review  of  the 
county  court  taxation  of  your  charges  which  R.  104  says 
may  be  required  by  the  Board  of  Trade,  I  should  like  to 
refer  you  to  In  re  Rodivay,  ex  parte  Phillips,  which  i»  well 
reported  in  the  Solicitor*8  Journal  of  August  9, 1884,  at  p.  721, 
from  which  it  seems  not  unlikely  that  the  rule  is  ultra  irirea 
as  contravening  s.  73  ss.  3  in  creating  an  appellate  jurisdio- 
tion  from  the  county  court  registrar.  And  nere  it  may  be 
remarked  that  other  rules,  as  for  example,  B.  121  and  R.  264 
are  also,  apparently,  ultra  virea^  so  that  there  is  nothing 
strange  in  this  contention. 

The  final  portion  of  B.  121  relating  to  the  date  of  the  aot 
of  bankruptcy  seems  to  contradict  the  statute,  and  notwith- 
standing In  re  James,  before  Matthew  J.,  January  29,  when 
B.  264  cropped  up,  later  on,  in  re  Whichello  before  the 
Oourt  of  Appeal,  their  lordshipe  refused  to  decide  the  point 
as  not  material  to  the  decision  of  that  appeal ;  at  all  events 
we  have  the  late  lamented  Master  of  the  Boll's  decision  in 
ex  parte  Wtllep,  in  re  Wright,  23  Gh.  D.  p.  120,  that  rules 
must  be  in  accordance  with  the  act  and  not  contrary  to  it, 
and  I  think  if  any  person  reads  carefully  the  rules  as  to 
small  bankruptcies  tney  will  find  some  that  purport  to  be 
themselves  enactments,  rather  than  directions  for  oarzying 
out  something  already  enacted  in  this  statute. 

And  now  one  word  to  accountant  trustees  of  an  assign- 
ment of  a  debtor's  property  outside  the  court.  Bead  carefully 
ex  parU  the  Official  Receiver,  in  re  Richards  82  W.  B.  1001, 
which  clearly  shows  that  there  can  be  no  claim  against  an 
estate  for  services  rendered  after  notice  of  an  aot  of  bank- 
ruptcy. In  that  case  it  wae  actually  decided  that  there 
could*  be  no  Uen  upon  assets  in  the  hand  of  an  accountant 
trustee  of  an  assignment  of  all  a  debtor's  property,  for 
services  rendered  in  the  execution  of  the  trusts  of  such  an 
assignment.  The  reason  being  that  in  that  case  the  assign- 
ment was  an  Aot  of  Bankruptcy  of  which  the  trustee 
necessarily  had  notice,  a  thing  which  in  assignments  should 
always  be  guarded  against,  as  it  can  easily  be,  owing  to  the 
present  short  period  of  relation  back:  and,  moreover,  in 
such  a  case,  the  services  would  have  been  tenddred  at  the 
request  of  the  bankrupt,  and  would  not  have  been  expended 
for  the  benefit  of  the  estate. 

I  do  not  like  to  conclude  this  lecture  without  just  alluding 
to  the  subject  of  the  costs  of  the  Board  of  Trade  and  the 
petitioning  creditor,  and  the  charges  for  bankruptcy  gen- 
erally. It  is  calculated  that  the  official  receiver  gets  7}  per 
cent,  upon  all  sums  brought  to  credit  by  him.  With  refer- 
ence to  the  petitioning  creditors'  costs,  although  the  theory 
is  that  he  should  be  recouped  all  costs  incnrz«d  by  him  in 
respect  I  of  proceedings  which  have  resulted  in  substantial 
advantage  to  the  bankrupt's  estate  ex  parte  Angier  32  W.  B. 
1001  would  seem  to  show  that  he  at  least  is  not  now  treated 
with  undue  liberality.  The  total  charges  for  bankruptcy,  in 
the  estimate,  for  the  year  1884-5  were  stated  by  Mr.  Cham- 
berlain in  the  house  on  July  31  to  be  £78,000,  on  the  Board 
of  Trade  vote,  £14,000  for  registrars  in  the  Supreme  Court, 
£36,000  for  registrars  in  the  County  Courts,  and  £5,000  for 
rente,  furniture,  etc. ;  or  a  total  of  £133,000.  The  additional 
income  is  estimated  by  the  Board  at  £76,300,  but  the  charge 
for  bankruptcy  last  year  appears  to  have  been  only  £34  6s.  lid. 

With  reference  to  the  number  of  failures  in  England  and 
Wales  gazetted  during  the  week  ending  Sept  17,  I  have 
ascertained  that  it  was  68.  The  number  in  tne  correspond- 
ing week  of  last  year  was  158,  showing  a  decrease  of  100, 
being  a  net  decrease  of  4,893  during  the  present  year  up  to 
that  date.  These  statistics  speak  for  themselves.  Your 
goodwill  towards  this  act  has  not  been  obtained,  and  until 
you,  as  a  profession,  are  converted  into  approvers  of  the  new 
system,  arrangements  will  be  made  without  the  sanction  of 
the  Court,  and  the  act  will  not  have  the  universal  application 
it  should  have.    I  should,  myself,,  like  to  see  the  costs 
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allowed  to  professional  men  when  working  under  the  act 
more  liberal,  but  the  work  to  be  done  by  them  made  as 
small  as  reasonably  possible.  It  is  not  by  fliminishing  tlie 
payment  made  to  accountants  and  lawyers  that  a  new  act 
gets  professional  support ;  but  no  honest  man  can  object  to 
less  demands  being  made  upon  his  time  if  it  is  clearly  to  the 
advantage  of  the  community,  generally,  that  such  should  be 
tho  case. 

It  is  hard  on  creditors  that  a  large  part  of  the  debtor's 
assets  should  have  to  go,  not  to  pay  their  debts,  but  towards 
the  realisation  of  the  estate,  and  it  is  very  hard  on  the  peti- 
tioning creditor's  solicitor,  and  also  on  the  accountant  em- 
ployed that  these  bills  should  be  taxed  so  severely  as  they 
are  at  present.  Let  us  hope,  as  the  practice  under  the  act  is 
more  settled,  that  greater  liberality  may  be  directed  to  be 
shown  by  the  bankruptcy  masters  and  the  official  receivers, 
and  then  its  principles,  which  are  generally  beneficent,  will 
receive  the  more  extended  application  of  which  they  are  now 
80  eminently  capable. 
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Address  by  the  President  (Mb.  G.  B.  Tbevob,  F.C.A.,  Oct. 

6th.  1884. 

At  the  opening  meeting  of  the  above  society  held  October 
6th,  Mb.  G.  B.  Tbevob,  the  Presidentof  the  society  delivered 
the  following  address : — 

We  are  now  entering  upon  the  third  session  of  our  society, 
after  a  long  holiday,  consequent  on  the  resolution  of  the  last 
annual  meeting  to  suspend  the  lectures  and  meetings  during 
the  summer  months.  We  should  therefore  return  with  fresh 
invigoration  and  stores  of  informaton  and  suggestion  to  the 
work  of  the  winter  session,  especially  as  we  have  before  us  a 
session  of  the  year,  the  most  favourable  to  intellectual 
activity  in  the  work  and  study  which  are  essential  to  the 
deriving  of  those  advantages  which  the  society  is  Sidapted  to 
afiord. 

We  have  now  the  advantage  of  being  able  to  look  back  to 
see  where  we  have  done  good  work,  and  where  we  have 
failed,  and  so  to  find  encouragement  and  warning  for  the 
future. 

The  first  ^ear  of  a  new  institution  is  necessarily  to  some 
extent  experimental ;  its  methods,  and  plans  have  to  be  tested 
by  experience,  the  wants  of  the  members  have  to  be  gauged 
and  the  direction  in  which,  and  the  extent  to  which,  support 
can  be  relied  upon  have  to  be  proved. 

The  third  year  or  session  is  frequently  a  testing  time. 
The  novelty  of  the  experiment  has  passed  away.  The 
numerous  portion  of  the  class  of  young  men  from  whom 
students  are  drawn,  who  are  always  seeking  some  new  thing, 
having  expended  their  small  amount  of  perseverance,  will 
drop  ofi  like  autumn  leaves  from  the  sturdy  trees  of  the  forest, 
and  the  third  year  supporters  will  be  generally  those  who 
are  possessed  of  a  solid  conviction  of  the  value  of  the 
institution  and  perseverance  to  avail  themselves  of  its 
advantages. 

In  all  that  concerns  the  results  of  mental  application,  it 
may  be  said  that  success  or  failure  in  the  future  depends 
upon  the  use  made  of  the  present  opportunities.  In  intel- 
lectual as  in  moral  and  spiritual  life  the  principle  laid  down 
in  the  oldest  and  best  of  books  holds  true.  *'  Whatsoever  a 
"man  soweth,  that  shall  he  also  reap." 

For  the  encouragement  of  those  who  have  pleasure  in 
looking  forward  with  hope  to  the  future,  we  may  point  to 
the  successful  results  of  persevering  study  in  those  who  have 
reaped  the  advantages  sought  for  by  its  means.  On  the  other 
hand,  hy  way  of  warning,  instances  will  doubtless  be  within 
the  obsarvation  of   all,  of  disappointed  hopes  and  good 
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promise  lost,  through  failure  to  sow   the  good  seeJ  ^ 
which  no  harvest  can  te  rcapad. 

Lot  it  be  remembered  also,  that,  in  the  grcit  ini 
cases,  success  does  not  depend  so  much  on  one  ur- 
as  on  the  steady  and  persevering  use  of  small  op[':r; 
the  formation  of  habits  of  diligence  and  observ;::  ; 
the  conscientious  avoidance  of  dissipating  and  e^c 
occupations  and  amusements. 

•*  Seest  thou  a  man  diligent  in  his  business  ? 
"  He  shall  stand  before  Kings  ; 
"  He  shall  stand  before  mean  men."     (Prov.) 
Lot   us  now   see  what   ar^   the    facilties  offer ei. 
members  for  the  pursuit  of  knowledge  of  asi>eclal  i. 
as  compared  witn  those  which  existed  a  year  agi-,  >-: 
date  of  our  report  of  March  81st  last. 

At  that  date  our  library  contained  92  books,  t  j- 
of  Transactions  of  the  Society  being  the  last  to  ma 
number.     Now,  the  last  numbered  book  on  ourL- 
logue    is    119,    besides    some    valuable   additioa^  : 
numbered,   consis£ing  of    the   Quarterly   JournaU 
Statistical  Society  of  London  from  1871  to  1S«:?,  tu.. 
40  parts,  the   publications  of    the   Manchesitsc  bci; 
Society  from  1857  to  1883,  the    complete  volume.- 
"  Accountant "  for  9  years  from  1875  to  1S83,  the  *• 
of  the  Borough  and  City  of  Manchester  from  i:-i'n 
and  several  other  volumes  of    periodicals  and  p: 
acQounts. 

Members  will  find  great  facility  in  acquainting  tl 
with  the  contents  of  the  library  in  the  convcnieu;  -".- 
ment  and  classification  of  the  catalogue  byourindt:/ 
librarian,  and  students  requiring  books  for  study  wi.  "-    | 
adequate  supply  in  the  provision  of  three,  or  in  many  t .  - 
copies  of  the  standard  works  which  are  on  the  e\:L^~' 
list  and  of  other  useful  books  for  reference  or  stud.. 
I  cannot  forbear  here  referring  to  the  first  voluis 
Transactions  of  the  Society  issued  in  March  last>  a-  ■• 
ing  proof  of  its  fruitfulness,  of  the  ability  and  vcr>^: 
the  lecturers  to  whose  vaJuable  services  we  a^T.- 
much  indebted,  and  of  the  industry  and  care  of  -•-' 
secretary  in  its  compilation  and  issue.     The  book  :<^  - 
191  pages,  and  contains  besides  the  Presidential  Adi:  * 
genial  and  hopeful,  nine  lectures  of  a  practical  an:  .- 
character,  ana  three  debates  on  subjects  of  utility. 

Let    this    volume    be    regarded  as   an    eame<;s  c:  " 
may  be  accomplished  in  the  present   session  byz.s. 
persevering  effort,  and  with  the  steady  support  of  l~  ^ 
whose  benefit  the  lecturers  so  kindly  give  the  result     . 
labour,  and  their  stores  of  thought  and  inionn ration 

The  committee  have  made  arrangements  to  print  i: 
ceedings  of  the  present  session  and  to  issue  at  th. 
second  volume  of   transactions.     The  pablicatioo    • 
year  was  a  costly  experiment,  and  although  it  ha>  r. 
duced  all  the  results  which  were  hoped  for  from  i:,  u  '• 
starting-point,  and  we  must  not  let  the  second  y-r 
behind  it.    We  have  already  a  good  beginning  for  th'  - 
volume  in  the  six  lectures  which  were    delivered    : 
second  half  of  the  last  session,  between  January  ac 
of  the  present  vear,  viz.:  Mr.  James  Boardman,  on  &^^ 
Mr.  M.  L.  Walxden,  on  Insurance  ;  ^Ir.  William  Hd^-^ 
Goodwill ;   Mr.  John  Thomas,  on  Some  Suggested  ^:'-l' 
Mr.  J.  E.  Halliday,  on  Railway  Accounts  ;  Mr.  E^wui^- 
on  Bankruptcy. 

In  considering  the  opportunities  for  mental  cnlttr  ■ 
subjects  embraced  by  our  professsional  studies,  we  ii;:.- 
up  the  volumes  of  the  Accoujiiants'  Shtdenls'  JiKt" 
the   Cfiartcred  Accountants*  and  Studtnts*   li^ct-n  ^  ' 
year  1883-4.     By  means  of  these  publications   the    -^ 
other  Students'  Societies  are  brought  within  onr  n^  .^  - 
jects  which  may  not  have  come  within  the  scope  oi  . 
Society  are  ably  and  fully  discussed,  and  we  havte  a^- 
for  study  or  reference  lectures  on  most  of    the  s^ 
which  come  within  the  requirements  of  our  practJc>' 
the  needs  of  candidates  for  the  examinations  of  thje  ix3'- 
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anco  at  tlie  contents  of  tho  StwhniL^*  Journal  for  1883-4 
show  the  following  great  variety  of  subjects  and  treat- 
it,  besides  those  contributed  to  it  by  our  own  Society, 
Arbitrations  (2),  Auditing  (3),  Bankruptcy  (3),  Bills  of 
lian^e  (1),  Executors  and  Trustees*  Accounts  ^5),  Final 
.minations  of  the  Institute  (1),  How  to  Open  a  Set  of 
ks  (1),  Interest  (1),  Liquidation  of  Estates  (1),  Liquida- 
of  Companies  (1),  Receivers  (1),  Accountants  and  their 
nts  (1),  Partnerships  (1),  Trustees  in  Liquidations  and 
ikruptcies  (1).  Our  Societies  are  under  great  obligations 
;lie  Students*  Journal,  and  I  desire  strongly  to  urge 
y  member  to  support  and  recommend  it  to  the  utmost 
lis  power.  A  survey  of  the  opportunities  afforded  to 
lents  would  not  be  complete  without  reference  to  the 
zoning  Law  ClsLsses  "  of  tho  Owen's  College  for  the 
roaching  session,  in  the  arrangement  of  which  special 
<rd  has  been  paid  to  the  requirements  of  students  for 
professions  of  Law  and  Accountancy,  as  well  as  for 
ents  preparing  for  the  examinations  of  the  Institute  of 
kers. 

10  session  is  to  include  four  short  courses  of  lectures  by 
essors  of  the  College  and  learned  barristers,  viz  : — 

1.  On  conipanies,  with  special  reference  to  winding 
up,  by  Professor  Hopkinson.    To  begin  on  October  17th. 

2.  On  Bankruptcy,  distribution  of  Estates  and  secured 
and  unsecured  creditors,  by  Mr.  Emmott,  November  2l8t. 

3.  On  the  Duties  of  Trustees  and  Receivers  in  rela- 
tion to  Trust  estates,  by  Mr.  Napier,  January  l6th,  1885. 

4.  On  Mercantile  Law,  principal  and  agent,  and 
the  Powers  and  Duties  of  Arbitrators,  by  Mr.  Byrne, 
February  20th,  1885. 

le  Owen's  College  also  announces  a  course  of  lectures  on 
racts  by  Professor  Munroe  on  Wednesday  evenings  at 
lock,  commencing  on  October  15th.  This  course  is  part 
ic  degree  course  of  the  College,  but  evening  students 
•ecom mended  to  attend  it,  if  possible,  with  a  view  to 
ing  a  general  knowledge  of  the  piinciples  of  the  law  of 
racts  which  afe  involved  in  the  other  legal  subjects, 
laminations  following  each  course  of  lectures  are  con- 
ed by  the  lecturers  and  are  well  calculated  to  increase 
value  of  the  lectures,  and  to  ground  students  in  the 
>cts.  It  has  been  promised,  in  response  to  applications 
3  through  the  medium  of  members  of  our  committee, 
the  resnlts  of  the  examinations  shall  be  made  known, 
icly,  as  soon  as  possible  after  their  determination.  It 
;o  one  of  my  duties  this  evening  to  announce  a  scheme 
•izes  to  be  awarded  to  successful  students,  being  mem- 
of  this  Society,  from  the  prize  fund,  which  was  origin- 
intended  to  be  distributed  only  to  members  who 
iiguishcd  themselves  in  the  examinations  of  the 
tute.  It  has,  however,  been  resolved  by  the  committee, 
the  full  approval  of  the  generous  donor,  our  highly- 
med  late  president,  that  the  objects  of  the  fund  and  of 
Society,  will  be  rendered  more  generally  and  speedily 
tible  by  extending  the  distribution  in  the  manner  now 
sed. 

r  secretary  has  furnished  me  with  the  following  note 
cting  tho  evening  law  classes  at  the  last  winter  session 
e  College :  '*  There  were  about  120  students  attending 
dasscs,  including  clerks  and  students  in  law,  account- 
and  banking.  Twelve  were  placed  in  the  first  class 
on  in  the  examination  lists,  and  six  of  these  were  mem- 
of  our  Society. 

e  examinations  of  tho  '•  Institure  of  Chartered  Accoun- 
in  England  and  Wales,"  have  been  entered  into  by 
r  numbers  with  each  half  year  of  their  re  currence. 
>  ii)licit;on  of  tlie  questions  set  in  each  examination 
(s  an  opport  inity  to  thoso  st'i- lents  wlio  are  preparing? 
101 II,  of  testing  their  knowledge  and  exercising  their 
s  in  the  direction  in  which  they  are  likely  to  be  more 
ly  tested  when  their  time  comes. 

3  following  are  the  numbers  who  have  attended  each 
Q  half-yearly  examinations  thus  far  held.    I  include 


t» 


»» 
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only  the  intermediate  and  final  examinations,  as  being  those 
which  more  immediately  concern  you  as  students,  the 
preliminary  having  reference  only  to.  the  general  subjects  of 
education,  with  the  object  of  ascertaining  the  candidates 
ability  and  fitness  to  enter  upon  the  special  studies  neces- 
sary to  prepare  him  for  a  useful  career  as  a  Chartered 
Accountant. 

In  the  Intermediate  and  Final  Examinations 
in  December  1882  15  Passed      5    Failed     Success  75  pr.  ct. 
in  June  1883  33       „         8        „  „        80 

in  December  1883  40       „        17        „  „        70 

in  June  1884   76      „        32         „  „        70 

In  December  1882,  the  candidates  from  Manchester  and 
the  district  who  passed  were  3,  in  June  1^83  5,  in  December 
1883  5,  in  June  1884  10. 

The   prize  fund  already  alluded  to,   has  thus  far  heen 
drawn  upon  only  by  two  successful  candidates,  viz : — 
Mr.  Robert  Smith  in  Dec.  1883. 

Mr.  Frank  Sharp  Abbott  in  June  1884- 

I  may  now  briefly  summarize  the  advantages  offered  by 
the  society  to  its  members. 

1st. — It  provides  by  means  of  the  library  all  the  books 
required  for  study,  or  general  information,  in  matters 
affecting  our  duties  and  practice. 

2nd. — It  provides  by  means  of  the  lectures,  the  oppor- 
tunity of  hearing  special  subjects  presented  in  a  concise  and  ^  \ 
practical  manner,  with  the  advantage  of  re-consideration  on 
publication,  and  by  means  of  the  discussion-meetings  the 
opportunity  of  proposing  difficult  questions,  and  joinmg  in 
the  discussion  of  them  from  all  poipts  of  view,  with  the 
results  of  practical  experience  brought  to  bear  upon  the 
answers. 

3rd. — The  prize  fund  affords  a  gentle  stimulus  in  using  to 
the  greatest  advantage  the  special  lectures  at  the  Owen's 
College,  and  rewards  those  whose  persevering  labour 
secures  them  an  honourable  position  in  the  important 
examinations  of  the  Institute. 

The  general  practice  of  accountancy  has  been  affected  in 
an  important  manner  in  different  directions  during  the  past 
year.  Those  who  have  derived  a  large  portion  of  their  business 
from  the  liquidation  of  insolvent  estates  have  no  doubt  ex- 
perienced a  great  diminution  of  such  occupation  as  the 
result  of  the  Bankruptcy  Act  of  1883,  whilst  at  the  same 
time  the  official  and  administrative  department  of  the  Board 
of  Trade,  created  by  the  Act,  has  received  only  a  small 
modicum  of  the  employment  which  had  been  anticipated 
and  provided  for,  and  it  appears  probable  that  the  fees  from 
estates  will  fall  far  short  of  the  expenses  of  the  official 
establishments.  It  may  be  taken,  as  a  fact,  that  hoth  debtors 
and  creditors  have  entertained  a  great  shvness  towards  the 
new  regime  ;  the  former  have  striven  to  tne  utmost  to  save 
themselves  from  the  ordeal  of  public  exposure,  and  the  rack  of 
the. official  receiver's  examinations  ;  and  the  latter  have  be- 
come convinced  that  the  new  system  does  not,  and  is  not  likely 
to,  help  them  to  better  or  earlier  dividends,  but  rather  to  de- 
prive them  of  the  option  of  making  arrangements  on  the 
best  terms  for  themselves.  The  services  of  accountants 
have,  no  doubt,  been  called  in  for  the  conduct  of  private 
arrangements  by  composition  or  assignment,  but  the  latter 
have  become  more  and  more  difficult  by  the  reign  of  terror 
which  the  Board  of  Trade  officials  have  attempted  to  intro- 
duce in  straining  the  penalties  against  trustees  under  private 
deeds.  I  am  endeavouring  simply  to  state  the  facts  as  they 
have  appeared  in  public  reports,  wishing  to  avoid  comment 
upon  any  questions  still  stib  judice. 

Although  there  may  be  at  present  a  diminution  of  employ- 
ment for  accountants  in  bankruptcy,  there  are  many  indica- 
tions that  our  services  are  likely  to  be  more  frequently 
required  in  other  directions.  The  increasing  competition  in 
all  departments  of  trade,  commerce,  and  manufacture,  has  , 
narrowed  the  marginal  provision  for  interest,  depreciation 
and  incidental  charges,  and  made  it  necessary  that  the  high- 
est skill  should  be  brought  to  bear  in  the  regulation  of  tne 
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flnanoial  and  accounting  divifiion,  as  in  the  mechanical  and 
commercial.  The  utmost  use  must  be  made  of  the  capital 
•employed  by  prompt  return  of  funds  cuid  the  limitation  of 
credit  transactions,  and  the  trader  must  have  the  results, 
the  obligations,  and  the  engagements  of  hia  buAiness,  brought 
■ystematically  under  his  notice  in  such  a  form  that'he  can 
readily  grasp  and  control  them.  For  tiiese  purposes,  the 
bookkeeping  most  be  placed  on  the  best  systey,  economy  of 
labour,  and  the  ensuring  of  correctness  by  ready  checks 
must  be  made  use  of,  and  the  fruits  of  experience  be  utilised 
in  bringing  the  whole  into  a  concise  result  is  speedily  as 
possible,  so  that  the  past  may  afford  guidance  for  the  future. 
Another  feature  of  the  present  times  is  the  systematising 
And'  economising  of  commercial  business  by  sub-division  of 
labour  in  the  working  ot  departments,  by  limithig  the  scope 
of  the  work  to  that  class  which  can  be  most  skilfully  or  com- 
pletely catxi^  out,  and  by  the  combination'  d  capital  for 
these  ends. 

These  arrangements  necessitate  the  emplojonent  of  skill 
in  the  department  of  bookkeeping  and  accounts,  and  con- 
■titate  one  of  the  reasons  for  the  existence  of  our  profession. 
The.  frequent  recurrence  of  frauds  on  a  large  scale  during 
(he  pflbst  year  in  connection  with  the  management  of  ^banks 
and  corporations,  has  demonstrated  the  necessity  for  audits 
of  the  most  searching  and  comprehensive  character,  and 
that  the  work  of  the  audit  should  not  be  taken  up  at  the 
e  nd  of  the  half  year  or  year  only,  but  should  be  frequent 
•nd  continuous. 

The  adoption  of  limited  liability  bv  old  established  Bank- 
ing Companies  has  led  to  the  employment  of  professional 
auditors,  where  previously  the  accounts  had  been  issued  with- 
out any  independent  audit. 

The  necessity  of  the  like  employment  of  professional 
ftooountants  in  the  audit  of  the  accounts  of  municipal  bodies 
and  corperations  has  become  more  manifest,  and  it  may  be 
•xpeotea  that  such  appointments  will  become  more  general. 
The  greatcff  demand  for  personal  attention  to  the  control 
of  large  business  operations  leaves  business  men  less  free  to 
take  personal  charge  of  the  conduct  of  executorships  and 
trusts  of  a  testamentary  or  fiduciary  character,  and  the 
advantages  of  placing  such  trusts  under  regular  and 
efficient  supervision  may  be  expected  to  lead  to  the  placing 
of  them  in  the  hands  of  professional  accountants,  not  only 
for  the  keeping  of  the  necessary  accounts  in  the  forms  and 
imder  the  heads  required  in  order  to  carry  out  the  trusts  of 
the  will,  and  provide  a  ready  view  of  the  realization  and  in- 
testments,  but  also  to  keep  in  view  and  to  act  with  promp- 
titude in  all  matters  arising  out  of  the  special  characteristics 
and  relations  of  the  estate. 

Aa  regards  the  status  of  Chartered  Accountants,  it  must 
be  admitted  that  some  have  brought  discredit  on  the  profes- 
sion ;  that  there  have  been  those  who  have  abused  the  con- 
fidence reposed  in  them.  Such  conduct  admits  of  no 
palliation,  and  deserves  the  most  severe  reprobation  and  the 
most  condign  punishment  which  the  law  can  prescribe  for 
the  punishment  of  evil-doers. 

u  any  incentive  be  needed,  let  such  cases  present  it,  to  fix 
more  sternly  the  resolve  that  the  highest  probity,  honour, 
and  conscientiousness  shall  characterise  the  accountants  of 
tha  future.  Interests  of  the  most  important  and  confidential 
eharacter  are  entrusted  to  our  keeping,  and  our  position  and 
dal^  dr^mand  that  they  should  be  held  sacred,  and  that  our 
periorp  Puce  of  our  duties  shall  proceed,  not  so  much  from 
the  n;.i/lve  of  self-interest  as  from  the  higher  law  of  re- 
■ponsilulity,  to  One  who  knows  the  secrets  of  all  hearts,  and 
mose  omniscient  eye  scans  all  our  actions,  and  weighs  them 
in  the  scales  of  truth  and  justice.  To  one  who  had  failed 
in  his  responsibility  to  the  most  High  God,  who  had  given 
him  a  Kmgdom,  majesty,  glory  and  honour,  it  was  said 
**Thou  are  weighed  in  the  balances  and  art  found  wanting." 
•*  The  Qod  in  whose  hand  thy  breath  is,  and  whose  are  all 
Ihy  ways,  hast  thou  not  glorified." 
Zitl  ns  erex  make  it  our  object,  by  faithful  and  diligent 


service  in  the  matters  coMnlitted  to  our  trust,  to  ^^^'^ 
commendation,  "  Thou  has  been  faitWdl  o¥tf^  a  few  tim^g^ 
I  will  make  thee  ruler  over  many  things.*  . 

To  those  who  are  preparing  to  encounter  theexaimii»w.  . 
of  ths  Institute  I  would  say— Be  thorough  a^^d  persewns. 
To  quot4  from  a  valuable  student's  manual  of  the  isst  ge 
era^on  — "  Take  it  lor  granted  that  there  is  no  cxceU^i.^ 
•«  without  great  labour.  No  mere  aspirations  for  cmina^^ 
"  however  ardent,  will  do  the  business.  Wishing,  sad  s^ 
»*  ing,  and  imagining,  and  dreaming,  of  greatness  ^lii  ^^ 
"  make  you  great.  If  vou  would  get  to  the  mountain  s  t: 
"  on  which  the  temple  of  fame  stands,  it  will  no:  tt 
"  stand  still,  looking  and  admiring,  and  wishmg  yoa  tr  : 
"  there.  Yon  must  gird  up  your  loins  and  go  to  work  ^ 
"  the  indomitable  energy  of  Hannibal  scaling  la?  • 
"  Laborio'.TS  btudy  and  diligent  observation 
"  dispensable  to  the  attornment  of  eminence 
**  business  to  m:\kethe  most  of  our  talents  and  oppc^n::: 
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**  firmly  resolved."  *'  You  must  never  be  satisfied  wid 
*•  surface  of  things ;  probe  them  to  the  bottom,  asi  • 
"nothing  go  till  you  understand  it  as  thoroughly  as  j. 
*»  powers  will  enable  you."— (iriW.) 

Do  not  be  discouiaged  by  shortness  of  time  for  stocT 
by  small  apparent  progress,  but  let  the  course  of  yoprr. 
be  systematically  marked  out  and  diligently  follo-s^eci,  ar 
not  suffer  yourself  to  be  diverted  from  it  by  tntliD. 
cumstances  or  amusements.     Let  your  motto  be  jwrsff'- 
vinces.    Diligence  and  perseverance  are  greatly  sssiSr, 
the  formation  of  regular  mental  and  bodily  habiu.  § j'-  - 
early  rising,  temperance  in  diet,  self  control  in  recrr-:^ 
and  usefully  employing  scraps  of  time. 

To  thofse  who  have  passed  the  **  Final,"  or  arenotn-r-^ 
to  pass.  I  would  say— Do  not  rest  upon  your  oars;  «ti  - 
all  much  to  learn  and  cannot  afford  to  allow  any  opj  '  ' 
ties  for  acquiring   new  ideas,  or  additional  experer.-** 
connection  with  our  vocation,  to  pass    unimproved, 
applying  ourselves  diligently  to -understand  and  €.2  -^ 
the  subjects  which  come  within  our  daily  basinessu  r, : 
only  lay  ourselves  out  to  assist  our  fellows,  bat  we  11^5  -' 
receive  something  from    others,   and  find  ourselves  " 
ready  in  applying  to  practice  the  principles  and  fact  '- 
come  under  our  notice. 

Now,  as  regards  the  work  we  have  before  ns  for  tbf  "  - 
session  of  our  Society.     First,  there  are  subjects  ^-  - 
touched  which  only  wait  to  be  taken  up  by  those  «- 
famiUar  with  them  to  make  them  profitable  and  usef  i 
as,  corporation    and    municipal    accounts,     audit-. 
special  reference  to  the  detection  of  frauda,  the  fens- 
and  arrangement  of  accounts  for  special  businesses,  t : 
and  practice  of  bills  of  exchange,  foreign  excliange:^  - 
accounts  relating  to  stock  smd  share  transaction^,  the  : 
tice  relating  to  chancery  accounts  and  receivership< 

We  must  not  look  to  the  lectures  for  oar  only,  or  e--- 
our  most  useful,  work,  for  I  believe  it  has   been  fcii:^ : 
the  discussions  of  examination  questions   or  qut<: 
practice  has  evoked    general    interest,    and    bro-?::  - 
faculties  of  our  students  into  exercise  to  a  greater  d*.:- 
ask  the  members  of  all  classes  and  attaizunenu  -: 
their  help  in  suggesting  suitable  questions,  and  dU.:- 
them  in  a  free  and  generous  spirit.    The  questions  t.t- 
always  be  '  hard  nuts  to  crack,'  simple  ones  arising  1: 
practice  may  be  equally  or    perhaps    more    imts; 
useful,  as  we  are  all  students  who  wish  at  the  «ir^-. 
both  to  learn  and  to  teach.    "We   need  not  go  far " 
suitable  questions,  with  eyes  and  ears  open  they  wul 
under  our  notice  in  daily  practice. 

Both  in  examination  studies,  and  in  business  prar:  - 
good  plan  to  have  a  note-book  always  at  naci- «- 


which  to  record  any  point  of  experience  or 
not  clearly  understood,  and  not  to  rest  wsititfiffd 
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>taiiiing  an  ezplanation  either  bj  re-searching  or  from 
Lote  able  to  give  it.  In  the  systematio  ttudiee  pre- 
iratozy  to  examination,  the  **  common  place  "  book  is 
despensable,  no  difficult  word  shoold  be  passed  without 
>ting  and  afterwards  obtaining  the  meaning,  and  the  student 
loold  test  his  understanding  of  the  subject  by  writing  con- 
sely  his  own  paraphrase  or  summary  of  the  matter,  and 
terwards  comparing  it  with  the  text.  Such  an  exerdse 
scoyers  the  weak  places  and  greatly  assists  in  a  general 
asp  of  the  subject,  and  I  need  not  say  that  it  is  safer  to 
id  out  such  whilst  the  means  of  remedy  are  at  hand,  than 
have  to  discover  them  with  dismay  at  the  examination 
ble.  I  need  not  say  that  phonography  is  a  valuable  aid  to 
ady  and  should  be  diligently  followed  up  and  thoroughly 
AStered.  « 

In  conclusion,  I  must  refer  to  the  number  of  members, 
le  Committee  have  given  us  a  long  year  for  the  last  sub- 
ription  by  extending  it  from  Dec.  31st  to  March  81st,  and 
erefore  tiie  12  montiis'  subscription  has  to  bear  15  months 
penses.  In  1883  we  had  101  ordinary,  and  28  honorary 
Bmbers,  who  paid  subscriptions,  total  129.  Up  to  the 
best  report  of  the  treasurer  the  renewal  receipts  this 
ar  shows  64  ordinary,  and  21  honorary,  therefore  many 
smbers  have  neglected  the  Hne  qua  nonf  and  will 
parently  need  reminding  that  by  rule  8  those  mem- 
rs  whose  subscriptions  are  in  arrear  on  Oct.  81st  shall  be 
uok  ofE  the  roll.  We  want  the  support  of  all  former 
)mbers,  and  we  welcome  the  addition  of  new  ones,  of 
Lom  this  year  has  brought  so  far  17,  giving  us  for  this 
ision  102  members. 
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The   following  books  have  been  recommended   by   the 
incil  of  the  Institute  for  the  use  of  Candidates  desirous 
passing  the  IirrBSKBDiATB  and  Final  Examinations  of 
Institute. 


RINCIPLES    OF  lESCAITILE.  LAW. 


BT 


JOSHUA  SLATEB. 


Price  7/e  net. 


EPITOIE  OF  TIE  U¥  OF  ABBITRATIOIS, 


BT 


JOSHUA  SLATEB. 


Price  7/6  net. 


8ECX>ND  BOinOlT.— A  GREAT  SUCCESS. 


ARBillGEllEllTS  BETWEER  DEBTORS  ft  CREDITORS, 

Being  a  oolleotloii  of  Preoedenta  hj  FRANK  DODD,  of  Gray's  Iiui, 
Esq.,  BsRistar-at-^w,  with  IimoDUOTioii  by  HENBT  BOLLAND» 
Esq.,  F.CJL 


GEE  ft  GO.  81.  Stephen*!  Chamben,  Telegraph  Street  E.C 


EXAMINATION  PAPERS 

or  noi 

nSTITDTE  OF  CHARTERED  ACCOMARTS. 


QK'Bl  A  COn  St-  Stephen's  Ghambers*  Telegraph  Street,  B.O. 


The  Questions  set  at  the  INTERMEDIATE  and  FINAL  EXAIONA- 
TIONS  held  in  Jane  last  with  the  answers  thereto,  neatly  bound  in 
Paper  ooTer,  68  pages. 

Prie4  1$,     Po9t  IVm  Is.  Id, 


GEE  ft  00.,  St  Stephen's  Chambers,  Telegraph  Street,  E.a 


THE  CHARTERED  ACCOURTAHTS  EXAIDIATIOH  GUIDE. 

A  Stadent  s  help  to  Self-Preparation  tor  the  Intermediate  and  Final 

Examinations, 

By  GEORGE  PEPLAR  NORTON,  A.C.A.  (Armitage,  Qongh  ft  Co., 
Hnddersiield  and  London.)  Prise  Winner,  Final  Examination,  Jane,  1888 

This  work  eontaina:— (1)  about  600  questions  on  the  subjects  set  to 
ihe  abore  examinations,  with  references,  showing  where  to  find  the 
answers,  and  dealing  with  all  those  points  requiring  a  Student's 
special  attention. 

(8.)  A  large  number  of  su^iestlons  and  hints  on  important  subjects, 
pointing  out  to  Students  what  to  study  and  what  to  aroid. 

(8.)  Translatins  of  legal  words  and  phrases. 

The  whole  appxoTed  by  the  Tarious  authors,  whose  works  haTe 
been  quoted. 

IMMMd  FHm  8f.  M. 

GEE  A  Co.,  St.  Stephen's  Chambers,  Telegraph  Streot*  B.a 


DEEDS    OF    ASSIGNMENT. 

MESSRS.  OEE  &  GO.  undertake  the  stamping 
of  these  dooumento  which,  if  received  by  first  post,  will  be  re- 
turned to  the  senders  in  the  course  of  the  same  day. 


MR.  JOSHUA  SLATER,  Barrister-at-law, 
author  of  **  Arbitrations  and  Awards,"  •*  Mercantile  Law  ftc.*' 
8,  Plowden-buildings,  Temple,  is  now  PREPARING  PUPILS  for  the 
Intermediate  and  Final  Examinations  of  the  Institute  of  Chartered 
Accountants.  Candidates  also  prepared  prfTately  or  by  correspondence. 


Att  Mr,  Slater*!  Pufilt  were  eneee^tfid  at  the  Uut  Xxamimation. 


Mr.  Slater  intends  to  conduct  personally  a  class  in  Manchester  and 
LiTerpool  on  the  law  subjects  for  the  Final  Examination  of  the 
Institute  in  June  next.  Applications  should  be  addressed  as  early  as 
possible  to  Bfr.  Slater,  at  Us  chambers  in  LondoB. 
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SUBJECTS  FOR  PRELIMINARY  EXAMINATION,  1st,  2nd,  and  3rd  December,  1881 

Ho.irK.  ry€  F^o«.i«of:^«       '  ^st  and  2nd  Days -10  to  12—2  to  4^— 4.30  to  6. 
Hours  of  Examination:-    o  ^  r^         -irk  4.^  lo    n  *^^  a 

(3rd  Day —10  to  12—2  to  4. 


1. — Writing  from  dictation. 

2. — Writing  a  short  Englisli  composition. 

3. — Arithmetic. 

4- — Algebra,  to  Quadratic  Equations  (inchisive). 


T). — I'iUc  lid  (the  first  four  books). 

fi. — ( reographv — The  British  Isles,  and  Russis. 

7._Histor>'  of  England— 1485 — 1G03. 

8. — Lai  in  Elementary. 


9t— And  in  any  two  of  the  following  subjects,  one  of  which,  at  least,  must  be  a  language,  to  be  selev-ted  cj: 
Candidate  :—(l)  Latin  ;  (2)  Greek,  Ancient ;  (3)  French  ;  (4)  German  ;  (5)  Physics  ;  (6)  Chemistry  ;  (7)  Animal  Phy-,!.!:-: 
(8)  Elootricity,  Magnetism,  Light  and  Heat ;  ({)}  Geology  ;  (10)  Higher  Mathematics. 

The   following    Books    have    been  selected   for  the  Examination  of  Candidates  in   the  opticr: 
subjects  of  the   PreMminary   Examination,  to  be  held   In   December,  1884:— 


6. — Chemistry.    The  principal  elements  and 
more  important  inorganip  c<5mpoun<ls. 
7. — Animal  Physiology, 

8. — Electricity,  Aldgnetismf  Light  and  Heat. 
9. — Geology. 


l.^Latin.     Virgil  Aen.  XII. 

2. — Greek.    Xenophon  Anabasis  IT. 
*S.— French.    No  special  book. 
•4. — German.    No  special  book 

b.— Physics.     The  elementh  oi  Mechanics, 
Hydrostatics,  and  Pneumatics. 

10.— 
Books 

(Longm 

Physiology 

3/-.)    Todhiinter's  Trigonometry  (Macmillan,  5/-). 

The  examination  in  French  and  German  will  consist  of  the  translation  of  easy  passages  from  thode  language: 
Eziglish,  questions  in  Grammar,  and  tninslation  of  single  sentences  from  English  into  French  or  German. 

(  INTERMEDIATE  EXAMINATION,  8th,  9th  December,  1884. 
SUBJECTS  FOR    ]  FINAL    EXAMINATION,    AND     EXAMINATION     EQUIVALENT    TO   TE 

I       FINAL,  15th,  16th,  and  17th  December,  1884. 

Hours  of  Examination:— 11  to  1—2.30  to  4.30. 


Subjects  for 
Intermediate 
Examination. 


1. 
2. 
3. 
4. 

5. 
G. 


Book-keeping  and  Accounts. 

Auditing. 

The  adjustment  of  Partneiship  and  Executorship  Accounts. 

The  riirlits  and  duties  of  Liq-iidators,  Trustees  and  Receivers. 

Tlie  principles  of  the  law  of  Bankruptcy. 

The  principles  of  the  law  relating  to  Joint  Stock  Companies. 

7.  The  principles  of  ^lercantile  I^aw. 

8.  The  principles  of  tlie  law  of  Arbitrations  and  Awards. 


Subjects 
Ft** 


The  following  Books  on  the  subjects  of  the  Intermediate  and  Final  Examinations  are  recommended  to  Studt- 

Pollock's  Digest  of  the  Law  of  Partnership,  Third  Edition,  (Stevens  &  Sons,  8/6). 

Ringwood  on  the  I'rincipUs  of  Bankruptcy,  Third  Edition,  (Stevens  &  Haynes,  10/6). 
/  Buckley  on  the  Companies'  Acts,  Fourth  Edition,  (Stevens  &  Haynes,  32/-,  or 
I    Hurrell  and  Hyde  on  the  Law  of  Joint  Stock  Companies,  Clowes  &  Sons,  17/6). 

Slater  on  the  Principles  of  ^lercantilo  Law,  Ciee  &  Co.,  7/6. 


Slater's  Epito^iic  of  tht?  Law  of  Arbitration  and  Awards,  Gee  &  Co.,  7/6. 
Walker's  Coinp«>iulu:ni  of  the  Law  of  L  .c   ..tors  and  Administrators,  (St 


(Stevens  &  Haynes,  21/-). 
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REPORTS   OP    LECTURES. 

[t  is  not  pleasant  to  have  to  pass  censure,  bat  we  regret 
say  we  find  ourselves  compelled  to  do  so  just  now,  and  as 
i  matter  directly  concerns  our  readers,  it  may  fitly  form 
i  subject  of  a  few  remarks  in  these  columns. 
Vo  have  hitherto  experienced  nothing  but  courtesy  and 
d  feeling  in  all  our  relations  and  communications  with 

provincial  students'  societies,  and  their  officers  and 
aibers.  Whenever  at  any  time  we  have  desired  informa- 
1  on  any  of  the  points  which  necessarily  and  constantly 
(e  in  the  ordinary  conduct  of  a  journal,  established  to 
rcsont  the  views  and  opinions,  and  record  the  transactions 
accountant  students,  we  have  always  had  a  prompt  and 
ing  response.  The  most  prominent,  and  one  of  the  most 
fill  features  of  this  journal,  is  to  report  lectures  given, 

proceedings  had  at  the  usual  meetings  of  the  students' 
cties.  For  the  manusT^ripts  of  such  lectures  and 
-cedings,  we,  of  course,  have  to  look  to  the  officers, 


(usually  the  secretaries)  of  the  respective  societies.  In  the 
case  of  the  provincial  societies  we  have  no  difficulty  in 
getting  these,  but  in  the  case  of  the  London  society  we  have. 
If  manuscripts  or  notes  of  lectures  cannot  from  any  sufficient 
cause  be  lent  to  us  for  reporting  purposes,  we  only  require  it 
to  be  told  or  explained,  but  we  must  reluctantly  say  that  we 
believe  the  manuscripts  have  in  some  cases  been  withheld, 
or  lost  to  us  through  the  apathy  of  the  officials  of  the 
London  Society. 

The  effect  of  this  is  to  a  certain  extent  to  minimise  the 
usefulness  and  completeness  of  this  journal,  and  to  inflict  a 
corresponding  injustice  on  our  readers,  among  whom  are 
many  members  of  the  London  society.  Some  time  ago  we 
had  a  slight  experience  of  this  kind  in  connection  with 
another  society,  but  on  our  making  enquiry,  the  matter  was 
promptly,  if  a  little  rudely,  rectified,  and  we  were  requested 
to  inform  a  few  of  the  leading  members  of  the  committee 
the  next  time  any  indifference  was  shown  in  such  matters. 
We  never  had  occasion  to  do  so,  and  we  hope  this  may  be 
the  last  (as  it  is  the  first)  time  we  shall  have  to  draw  the 
attention  of  the  members  of  the  Metropolitan  society  to 
the  matter.  Unless  the  London  society  has  an  experience 
utterly  unlike  all  other  societies,  it  is  certain  that  at 
most,  if  not  all  meetings,  a  great  many,  perhaps  an 
absolute  majority,  of  members  are  from  business  and  other 
causes  unable  to  attend.  For  all  such  the  only  means 
whereby  they  may  learn  the  proceedings  at  meetings  from 
which  they  were  absent  is  thus  closed  to  them. 

Students'  societies  have  many  difficulties  to  contend  with, 
as  all  of  them  have  felt.  At  a  time  when  the  executives  of 
other  societies  are  in  every  way  striving  to  make  their 
societies  more  useful,  and  endeavouring  to  create  in 
members  an  interest  in  their  societies ;  it  will  be  a  surprise 
to  many  to  learn  that  in  the  important  respect  we  have 
named,  the  London  society  is  distinctly  retrograde  in  its 
action.  By  virtue  of  the  advantages  which  location  in  the 
Metropolis  and  proximity  to  the  Institute  might  be  deemed 
to  confer,  it  is,  no  doubt,  expected  that  the  London  society 
is  foremost  in  all  matters  calculated  to  promote  its 
usefulness  and  the  good  of  the  members ;  but  for  enterprise, 
capacity,  and  public  spirit,  it  might  with  advantage  to 
itself,  imitate  some  of  the  provincial  societies. 
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EXAMINATIONS. 


An  Address  to  Students. 

In  our  last  address  on  the  above  subject  we  gave  some  few 
words  of  advice  as  to  the  desirability  of  taking  notes  of  what 
is  read,  for  the  purpose  of  preparing  for  an  exaniination, 
and  of  perusing  them  as  often  as  possible.      Since  that 
article  appeared  in  our  columns  the  December  examina- 
tions have  taken  place,  and  the  result  will  show  the  advan- 
tages of  porsoveranco  and  industry.    Those  students  who 
liavo  given  themselves  diligently  and  systematically  to  their 
preparation  will  reap  the  reward  of  their  endeavours,  and 
the  result  will  tend  to  show  them  how  powerful  a  lover  in 
the  affairs  of  life  is  persistency.    Now  it  may,  we  thinkj  be 
said  without  much  fear  of  contradiction    that    the    late 
examination  questions  were  on  the  whole  very  fair.    The 
papers  set  in  each  subject  were  of  such  a  character  as  to 
test  the  knowledge  of  the  student,  and  that  we  have  always 
maintained  is,  and  ought  to  be,  the  object  of  an  examiner. 
The  final  questions  on  bookkeeping  are  considered  by  most 
of  the  canaidates  to  have  been  somewhat  severe  and  exclusive, 
and  we  may  have  to  say  a  few  words  as  to  this  subsequently. 
If  however  your  path  in  life  is  to  lie  amongst  books  of 
account,  and  if  your  duty  in  life  is  to  be  able  to  keep  them 
correctly,  it  is  the  bounden  duty  of  those  who  guard  the 
door  that  leads  to  the  profession  to  see  that  all  who  seek 
admittance  within  its  portals  should  possess  the  necessary 
password,  which  in  this  case  is — knowledge.    Be  sure  of  one 
fact,  that  the  man  who  knows  his  business  best  is  the  man 
who  will  succeed  best  in  it,  and  the  candidate  who  has 
made  the  best  use  of  his  opportunities  is  the  one  who  will 
least  complain  of   the    severity   of    a   fair   examination. 
Taking  the  questions  intermediate  and  final  as  a  whole  they 
were,  in  our  opinion,  a  very  fair  criterion  whereby  to  gauge 
the  knowledge  of  a  candidate.      Nobody  gOes  up  for  an 
examination  expoctinq  to  have  the  questions  put  to  him 
that  he  likes  best,  and  that  ho  knows  most  about ;  or  if  he 
does  he  doubtless  comes  away  undeceived.    The  object  of 
these  periodical  crises  is  to  get  out  of  the  candidate  what  is 
in  him,  and  the  examiners  proceed  on  that  basis  in  the  way 
they  think  most  likely  to  attain  their  object. 

Soon  after  these  lines  appear  in  print  every  candidate  who 
went  up  last  time  will  know  his  fate,  and  many  who  have 
thought  they  knew  as  much  as  the  examiners,  and  perhaps 
more,  will  find  time  before  June  next  to  ponder  on  their 
mistake.      Now,  to  those  who  have  not  passed,  we  may 
address  a  few  words  in  addition  to  those  we  have  previously 
written  on  this  subject,  and  say,  take  to  heart  the  latin 
motto  :   "  Nil  desperandum."      Take  a  lesson  from  your 
failure,  try  to  see  the  causes  of  it,  and  avoid  them  in  future, 
for  even  failure  has  its  lessons  to  teach  to  those  who  are 
willing  to  learn.     Set  yourselves  a  certain  number  of  pages 
to  read  every  day,  let  no  considerations  of  pleasure ^or  enjoy- 
ment interfere  with  your  work.    Bead  over  every  day  the 
pages  you  studied  the  day  before,  so  as  to  fix  the  contents 
m  your  mind  before  you  begin  to  study  the  pages  set  apart 
for  the  day.    The  best  time  to  read  must  be  left  to  the  in- 
clination ^r  the  constitution  of  each  student.    Some  can 
read  best  in  the  early  morning  when  everything  is  quiet  and 
peaceful,  and  as  the  summer  is  now  on  its  way  that  will  be 
the  best  time  for  those  who  love  early  rising.    Others  can 
read  best  at  night  after  everybody  in  the  house  has  retired, 
and  all  is  still.    Therefore,  let  each  student  choose  his  own 
time  for  the  purpose  of  reading — only  do  read ;  fix  the  mind 
on  your  book.     It  is  no  earthly  use  getting  up  early  in  the 
morning  if  your  only  object  is  to  admire  the  view  from  your 
window,  or  to  take  a  walk  before  breakfast ;  neither  of  those 
things,  pleasant  as  they  may  be,  will  teach  you  the  principles 
of  the  Law  of  Companies,  and  get  into  your  head  the  Bank- 
ruptcy Act  of  1883,  together  with  its  rules  and  its  course  of 
procedure.    Neither  will  stopping  up  at  night  benefit  you 


if  the  only  use  you  make  of  your  time  is  to  read  k:i^ 
as  "  Dark  Days,"  or  "  Called  Back  "  ;  interestuig  j: 
they  may  be.    Therefore,  be  earnest  in  yopr  work.  If • 
will  find  that  in  this  world  life  is  an  earnest  busin^-si 
Life  is  real ;  life  is  earnest, 

And  the  grave  is  not  its  goal : 
Dust  thou  art ;  to  dust  retumcst, 
Was  not  spoken  of  the  soul. 


TRADING  ACCOU:STS. 


BREWERS. — (Continued.) 

We  gave  in  our  last  article  a  specimen  Day  B- ^ 
called  attention  to  a  few  matters  in  connection  v./.' 
appeared  to  require  remark.     We  have  now  alrco>:: 
the  point  when  it  will  be  appropriate  to  give  illi:i:r;  :^ 
Ledger  Accounts,  and  they  will  probably  fonn  :h'.5:: 
our  next  article.     In  this  number  we  give  <peci::;> 
Returns  Book  and  a  Journal,  with  entries  drawn  up « 
show   the  method  of  keeping  those  books.    Vk'c :. 
thought  it  necessary  to  give  more  than  one  fcra  :1  -  - 
Book,  though  it  will  readily  occur  to  everyksly  i .  . 
may  be  returned  in  two  ways.      They  may  ciu.  r  .• 
back  from  the  brewery  after  they  have  been  ouiv  r 
there  and  the  invoice  passed  for  their  value,  or: 
be  received  back  from  customers  after  having  t«^a- 
in  a  Day  Book,  and  charged  to  the  proper  [«:<-  - 
ledger. 

We  have  chosen  the  inwards  returns  for  the  snyy- 
illustration  as  they  are  likely  to  bo  the  most  nursr' 
some  firms  these  are  credited  through  the  Abstu '.  - 
they  were  purchases,  and  if  care  is  taken  to  c'.i^-' 
into  the  **  Returns  and  Allowances  "   columu  u 
objection  to  this  plan.     But  where  a  family  ti--- 
and  the  entries  in  the  Day  Book  are  much  m  r:  i 
thaji   in  a   public    house  trade,  the  number  -A  '  • 
likely  to  be  great  in  proportion,  and  we  should  rt 
that  a  separate  book  be  kept  for  them.    Ou  the  c:- ' 
it  is  the  custom  with  some  people  to  enter  gcx*  ?  ■ 
from  the  brewery  to  the  debit  of  the  proper  {varti^  •- 
the   Day   Book,   as  if   they  were   goods  del-TC'  ;  - 
ordinary  way.     This  obviates  the  necessity  of  i  '^^i 
book,  and  as  the  returns  of  this  nature  are  not  U- 
very  great  in  number  the  plan  may  bo  founi— 
but  will  require  the  Day  Book  total  to  be  anaiv- 
the   returns   may  be   credited   to  the  account  ' 
originally  debited  with  the  goods.    This  will  lo ".: 
by  those  who  remember  what  was  said  in  our- 
about  miscellaneous  entries  in  the  Day  Book,   it 
book  is  used  for  outward  returns  the  total  of  tha:  ■ 
require  to  be  analysed  before  posting,  so  thit  t.- 
might  find  its  way  to  tho  credit  of  the  right  ace. at. 
It  need  hardly  be  pointed  out  that  entries  ^ 
Returns    Book,    are    for    the  purpose  of  revi^"- 
previously  made  in  some  other  book,  which  ui*.- 
the  returns  in  oar  illustration  is,  of  course,  the  1 
It  follows  from  this  that  care  must  be  taken  to  t  :- 
in  the  Returns  Book,  in  such  a  way  that  when  :l'' 
posted  into  the  ledger  the  effect  will  be  to  caiice 
the  other  side.    This  oaution  is,  perhaps,  mc^r^- 
in  connection  with  Outward  Returns  than  v.::. 
Returns,  as  in  the  case  of  the  latter,  the  fact .: 
having  gone  out  at  all  ought  to  have  b€in   - 
ensure  a  Day  Book  entry,  whilst  as  regan^s  th.' : " 
wards  it  sometimes  happens  that  the  invoice  .>  r" 
well  as  the  goods,  and  never  finds  its  way  into  ;- 
Book  or  Ledger.    In  such  a  case  it  is  clear  that  r 
amy  book  of  account  is  necessary  to  record  the  i^- 
goods  having  been  returned,  as  the  fact  is  sinipr*^ 
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I  the  book-keeping  is  concerned  the  goods  might  never  have 
;en  received.  The  totals  of  the  credits  to  customer  for 
itoms  should  be  posted  to  the  debit  of  "  Sales  "  Account, 
id  if  they  are  in  the  first  pla.ce  carried  to  a  *'  Returns  and 
llowances  Account "  they  should  be  transferred  to  the  debit 

the  first  mentioned  account  before  that  is  carried  to 
rofit  and  Loss,  oUierwise  the  amount  of  the  sales  is  made 

look  larger  than  it  really  is,  and  may  easily  mislead  if  any 
.Iculation  is  ma  Jo  of  the  percentage  of  Profits,  or  General 
>:pensos,  to  Gross  Returns. 

The  first  entry  in  the  specimen  journal  is  to  charge  two 
nants  with  their  quarterly  rent.  Each  item  is  posted  to 
e  debit  of  an  account  with  the  tenant  in  the  ledger,  and 
e  total  of  £27  10s.  is  to  be  posted  in  one  item  to  the  credit 

rent  account.  We  have  already  referred  to  an  alternative 
iy  of  making  these  entries  by  using  the  Day  Book  for  the 
irpose.  The  special  circumstances  of  each  firm  must 
cide  as  to  which  plan  is  adopted.  The  second  entry  in 
e  journal  is  to  give  effect  to  the  analysis  of  petty  cash 
lich  we  have  already  explained.    The  effect  of  this  entry 

II  be  to  close  the  Petty  Cash  Account  in  the  Ledger,  and 
transfer  the  amount  to  the  debit  of  the  four  different 
counts  in  respect  of  which  the  payments  out  of  petty 
sh  have  been  actually  made.  The  third,  fourth,  and  fifth 
tries  are  to  record  the  transfer  of  each  different  part  of 
;omo  and  expenditure  to  one  account  of  Profit  and  Loss, 
that  they  may  be  duly  added  up  and  set  against  one  another 
order  to  show  the  result  of  half  a  year's  work.  It  is 
visable  not  to  post  the  amounts  to  tne  debit  or  credit  of 
)  Profit  and  Loss  Account  in  one  sum  for  each  journal 
try,  but  to  put  in  all  the  details.  This  will  be  readily 
derstood  if,  when  an  illustration  of  the  Profit  and  Loss 
count  is  given,  our  readers  will  take  the  trouble  to  com- 
-c  it  with  the  journal  entries  in  question. 

Cho  next  entr^  in  the  journal,  the  sixth,  is  for  the 
rpose  of  chargmg  the  profits  with  interest  on  the  capital 
ployed  in  the  business  which  amount  of  interest  is  added 
capital.  The  profits  are  then  by  the  next  entry  charged 
h  depreciation  on  all  property  in  use  which  cannot  be  re- 
ued  every  time  stock  is  taken.  In  addition  to  the  entries 
3n  two  others  will  be  required,  one  to  debit  Profit  and 
(S  and  credit  Stock  Account  with  the  amount  standing 
he  debit  of  stock  as  at  the  beginning  of  the  half  year  on 
uary  1st  1884,  and  thus  closing  the  Stock  Account,  and 

other  to  debit  the  Stock  Account  and  credit  Profit  and 
B  with  the  stock  in  hand  on  June  dOth  1884,  which  will 
:i   ptand  in  the  ledger  at  the  debit  of  the  Stock  Account, 

will  be  taken  in  the  balance  sheet  as  an  asset.  It  will 
understood  ^hat  we  use  the  word  **  Stock  "  here  in  the 
io  of  what  is  usually  called  "  Stock-in-trade  "  and  not  in 

wider  sense  in  which  it  is  sometimes  used.    The  last 

entries  in  our  journal  are  respectively  to  add  the  profit 
apital,  and  to  deduct  from  capital  as  so  increased  what 

been  withdrawn,  by  the  principal  during  the  half  year. 

JOURNAL, 
er     Folios.  Amoants. 

;«.    Oredita.  Jan0,1881  Debits.  Credits. 


Bondriet.  Dr, 

219  To  RENT  ACCOUNT. 

Samael  Smith — \  year's  rent ) 

due,  June  SOth J 

Edward  Edwards-^o  


jB    s.    d. 


7  10   0 
90    0   0 

£37  10    0 


Mb,    d, 
37  10    0 


£27  10    0 


190 


Sondries. 

To  PETTY  CASH. 


Dr.       £    1.    d. 


Carria^  A  Cartage— Amoants « 
paid  through  Petty  Cash  I 
this  half  year j 

Repairs  do. 

Misoellaneoos  purchases— do. 

General  offioe  expenses — do. 


£    B.    d. 

45  16    4 


18    6    0 


S 

8 


0 
5 


16  10 


0 
9 
7 


£46  16    4 


£46  16    4 
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aoi 


1 
100 


71 


71 


71 


71 


71 


Sundries.  Dr.       £    h.    d. 

To  PROFIT  &  LOSS. 

Sale»— Amount  transferred 3,070  19    6 

Rent—  do.  155    0    0 

Interest—  do.  50    0    0 


£    8.    d. 

3,trr5  19  « 


£8,275  19    6     £3,275  19    6 


80 

Sundries.  Dr, 

lo  PROFIT  &  LOSS. 
White  Horse  Inn— Profit  this  ) 
half  year  transferred  . . . .  ) 
Blaok  Bear  Hotel— do 


71 


£    8.    d. 


S6  18    4 
61  17    8 

£88  16    0 


£    s.    d. 
88  10    0 


£88  16    0 


Profit  and  Loss.  Dr. 

To  SUNDRIES. 

281    To  Malt 

241      „   Hops    

261      „   Miscellaneous  purchaaes 

961      „  Carriage  and  cartage 

271     „  Rent,  rates,  taxes,   and) 

insurance l 

281      „   Wages  and  salaries  .... 

291      t%  Repairs 

101      „   Discount    

821      „   Sundries  ft  general  ofHce  I 

expenses   | 


£  s.  d. 

2,614  16  9 

£  s.  d. 

917  12  1 

611  18  11 

67  18  4 

89  14  6 

287  4  6 

617  18  9 

42  6  8 

7  4  8 

S3    2    9 


£2,614  15    9      £2,614  15    9 


Profit  and  Loss.  Dr, 

To  CAPITAL  ACCOUNT. 

For  half  year's  interest  on  I 
Capitol   J 


£    s.    d. 


£    s.    d. 
100    0    0 


£100    0    0       £100    0    0 


Profit  and  Loss.  Dr, 

To  SUNDRIES. 
841    To  Plant  ft  Utensils— )  year's ) 


£    s.    d. 
290    0    0 


871 
881 
851 
861 


n 


n 


depreciation  .... 
Ciisks  do. 

Buildings        do. 
Horses  do. 

Drays  do. 


£    s. 


60  0  0 

40  0    0 

100  0    0 

50  0    0 

GO  0    0 


£200    0    0       £290    0    0 


Profit  and  Loss. 
1  To  CAPITAL. 

For  I  year's  profit  transferred 


£   B. 

d. 

£  s. 

d. 

889  19 

9 

889  19 

9 

£889  19    9       £889  19    9 


Capital  Dr, 

21    To  WITHDRAWAL  ACCNT. 

For  amount  withdrawn  \ 

against  profits  and  inte-  f 
rest  this  half  year  now  r 
transferred } 


£    s.    d. 
260    0    0 


£    B.    d. 
260    0    0 


£250    0    0       £960    0    0 
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RETURNS  BOOK. 


Date. 

Cask 

No. 

IHSI. 

Jan.    5 

ITK", 

17 

l'J2 

Ul 

1«J7I 

IW 

2(H»I 

Fob.    1 

IHi 

«> 

17'J 

•» 

'MH 

12 

1 12.'> 

21 

7H 

25 

HIH 

Miir.   J 

D-KJ 

7 

5)17 

12 

1-JHl 

11 

K>ir 

18 

1011 

20 

17H0 

25 

I'JIW 

80 

441 

By  whom  returned. 


What  for 


Amount. 
Led     to  bo 
Fo.  credited. 


Robert  Hudson    Wrong  quaUty    ..    9.'i 

Mph.  IJrown   Sour    101 

.John  Hciiiy  Burton  ..  Wrong  quality    ..     74 

J.uiiHS  Uol)iii>^()n Do mi 

Thomas  Kvans    Sour    iHi 

F.  Marshiill   I  )o .'i'.KJ 

Wil'iiiiu  IJrowM    Do lO!) 

Hi  TijaMiii  Wild    Wrong  ijM  xiity 

WiUt.T  Fox    Do 

Thomas  Hrrvcy Do 

Kdwanl  Watts Ha.l 

Williain  Williams   ....  Wr(»ng  f|uality 

Uif'hard  (tnindy Not  ordered     . 

Evan  KobL-rts   Sour  , 

Hrtiry  Ma<'donald  ....  Do 

Jani"^  rhillii>s Wrong  quality 

Jonas  Ry(L>r Do 

MxH.  JaincH    Do 


The  following  letter  on  the  above  subject  has  app^cr! 
the  Accountant : — 

Sib, — 111  reference  to  the  letter  of  F.C.A.,  in  y:a! : 

Dec.  27th,  the  correct  answer  to  the  problem  ther:  :• 

is:— A'b  estate,  £5,7U» ;  B's  estate,  £5,714i;Ci:. 

£l2,8o7if  ;  D  for  life,  £12,857^ ;  E  absolutely.  ii.vTi. 

1  enclose  a  full  solution. 

Yours  faithfullv, 


0 
0 


£     B.  d 

0  12  0 
0    "J 

0  15 

1  10  0 

2  11  U 

0  9  0 

1  10  0 
7JS      0    9  0 

••J  11      0    9  0 

010      0    9  0 

217      0  1.J  0 

471      0  12  0 

270      0  13  0 

4H.)      0    9  0 

'J'.n)      0  IH  0 

170      0  18  0 

88      0  12  0 

611      0  15  0 

jei5    G  0 

Entd.   Led. 
Folio    211 


In  making  journal  entries  the  fullest  particulars  that 
space  will  allow  should  bo  given,  and  in  the  wording  the 
aim  should  bo  to  givo  the  greatest  possiblo  amount  of 
information  in  the  fewest  words.  In  tho  entry  of  deprecia- 
tion wo  have  only  loft  out  the  rate  per  cent,  for  fear  of  being 
taken  to  fix  an  arbitrary  rate  for  all  cases,  or  on  the  othor 
hand  of  raising  a  question  it  is  beyond  our  present  purpose 
to  deal  with.  Some  book-keepers  add  up  the  debits  and 
credits  in  the  journal  page  by  page  and  carry  the  amounts 
forward  to  the  end  of  a  month  and  there  are  others  who  do 
not  add  them  up  at  all.  We  prefer  the  middle  course  of 
adding  up  the  items  in  each  entry  by  themselves  in  the 
manner  indicated  in  the  illustration.  No  use  is  made  of  the 
additions  oxcei^t  to  prove  that  tho  amounts  of  the  debits  and 
credits  arc  equal  to  one  another. 

UNIT. 


l£etUvs  t0  tlje  (Bbitov. 


INSTITUTE  EXAMINATIONS. 
To  the  Editor  of  the  Accountants'  Students*  Journal. 
Sib, — Ab  you  will,  doubtless,  bye-and-bye  have  some 
criticism  or  notes  on  the  recent  Intermediate  Examination, 
and  having  been  a  candidate  thereat,  I  write  to  say  that  I 
think  the  time  allowed  for  the  subject  '•  Bookkeeping  and 
Accounts,'*  was  quite  insufficient ;  without  attaching  much 
importance  to  the  fact,  that  the  two  candidates  next  myself 
had  to  leave  respectively  5  and  3  of  their  questions  for  want 
of  time ;  I  think  you  will  come  to  the  conclusion — after 
perusing  the  questions — that  persons  in  the  position  of 
candidates  for  the  Intermediate  Examination,  could  not 
fairly  be  expected  to  work  them  out  in  two  hours.  I  may 
say,  that  in  the  subject  taken  last,  several  of  us  had  finished 
the  answers  before  half  the  time  had  expired. 

I  am,  Yours  truly, 

THOS.  ED.  LINGWOOD. 
Greeting,  Needham  Market, 
Dee,  16, 1884. 


i 


1>«1.  U>?i'J.l. 


n 


The  following  was  the  problem  under  di 
10.     The  sum  of  £40,(X)'J  was  bcqueatliei  to  i:/ 
thus :  the  Corpus  to  be  invested  and  each  to  r-ooiv 
her  life,  the  interest  on  £10,000  and  tho  acrrc*.:  r^ 
mentioned.     At  the  death  of  each  (and  it  may  k :: 
they  died  in  tlic  order  A,  B,  C,  D),  half  tho  -\x: 
deceased    (with    any  accretions)   to  belong  to  - ; 
absolutely,  and  tho  other  half  to  be  equally  dvcA-    '- 
the  other  three  sisters  and  a  person  nameu  E.  lu^  . 
recipients.     The  representatives  of  those  who  we:  . 
deceased,  to  participate  in  any  such  division  aa  if :  - 
living,  the  shares  thus  falling  to  the  sistcrk,  wl;t|^  • 
or  not,  being  the  accretions  before  mentionci    i 
tions  falling  to  a  deceased  estate  to  be  at  oncesjL;. 
the  same  principle  as  the  share  existing  at  ti.e  u.^:: 
would  the  C'orpus  be  divided  after  the  (U-.^th  of : 
sister  B.   between  the   representatives  of  A,  B.  i 
E  ;  thus, : — 

So  much  to  the  Heirs  of  .\  absolut:!^. 

»»  >♦       "       " 

to  the  life  interest  of  C 

I) 
to  E  absolutely. 

SOLUTION. 

The  first  division  takes  place  on  the  death  of  A.  * 

share  of  £10,000  is  divided  in  the  proporti:n  :; 

heirs,  and  |  to  each  of  B,  C,  D,  E,  so  that  the  '  *  • 

A's  estate,  £5,000;  B,   £11,250;  C,  £ll,i30;  I'.  ^ 

E,  £1,250.      At  this  point  it  is  easily  seen  Uis: : 

indicated  in  the  printed  papers,  which  gives  i! . 

£7,428|  is  wrong ;  for  at  B's  death,  A's  share  x  l 

cannot  possibly  exceed   |  or  £l,406J,  whicL  i.: 

share    £6,40CJ ;  while,  as  will  be  seen  beU^^.  i-  • 

share  must  be  less  than  this  amount.     The  .li^ 

death  is  as  follows  : — B  keeps  J  of  £11,250,  and  ^ 

each  receive  J  of  £11,250.      But  of  this  A  car.  (~. 

or  ^  of  £11,250,  and  B,  C,  D,  E,  will  each  reco;- : 

£11,250.    Of  this  again  B  can  only  rotain  i  -' : 

£11,250,  and  A,  C,   D,  E   will  each  receive  i::- 

£11,250.     A  again  retains  only  half  of  this,  an-  - 

divided  as  before.      Hence,  summing  the  difi'.-r-* ' 

we  have — 

A's  share  =  £5,000  -^  ^  of  £ll.i^^' 

+  A  of  A  o«  ^11-'^ 

+  AotyA,^otmM 

+ &c. 

11250  J       _J_       _l^    .__ 

X(l+64  +  ^64)a  +  (64)«  * 

-^ toinfinitvi 

1 

X 


=  6,000  + 


=  6,000  + 
-  6,000  + 


16 
11250 


16    -1-A 

ii?^g=5.000-f  Aofll,2W 
»  £57149 
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Similarly  B's  share. 

=  i  of  £11,250  +  1  of  gtf  of  £11250 


+  iof 


(04)^ 


of  £11250 


11250/,        1        1 


+ 


-to 


infinity  I 


2     \*  "^64 "^(64)2 

=  £5025  X  U  =  &o7U^ 
Similarly  C's  and  D's  shares  which  arc  obviously  equal 
re  each  equal  to  £11,250  +  J  of  £11,250  +  l^  of  £11,250. 


^  11,250  (l+^+J,  +  ^3  + 


to  infinity) 


-  11,2.jO 


1-1 


=     11,250  +  ^  =  £12,857^. 


And   E's  share  consists  entirely  of  accretions  of   equal 
aiount  to  those  of  C  and  D,  and  E's  share  is  £2,8571. 
Tiius  finally,  A's  share  =  i:5,714'^  ;  B's  share  =  £5,714f  ; 
s  share  =  £12,857.^ ;  D's  share  =  £12,857f ;  E's  share  = 
2,857;. 


IK    INSTITUTE    OF    CHARTERED    ACCOUNTANTS 
IN  ENGLAND  AND  WALES. 


At  a  Meeting  of  the  Council,  held  at  the  offices  of  the 

stitute,  3,  Copthall  Buildings,  London,  E.C.,  on  the  3rd 

iceiiiber,  the  following  applicants  were  admitted  Associates  : 

Herford,   Ifugh   Vernon,   clerk  to  Howard  Suiitli  and 

Slocombc,  37,  Bennett's  Hill,  Birmingliam. 
Huntley,  William  Henry,  clerk  to  G.  Cox,  A.C.A.,  4 
St.  James 's-st.,  Bath. 
)n   the  recommendation  of  the  General  Purposes  Com. 
LtcG  it  was  decided  to  extend  the  tenancy  of  the  offices 
ho  Institute  until  June  1880. 

ho  Examination  Committee  presented  a  report  stating 
t  4C  candidates  had  been  allowed  to  present  themselves 
the  Preliminary,  67  for  the  Intermediate,  and  65  for  the 
lal  Kxaminations  to  be  held  during  the  present  month. 


[AHTERED    ACCOUNTANTS*    STUDENTS' 
SOCIETY   OF  LONDON. 


b:    LIQUIDATION    OF   COMPANIES    UNDER   THE 

COMPANIES'  ACTS. 

U±:nuy  Hubrell,  Esq.,  LL.B.,  Barrister- at-Law. 


IK  following  is  the  report  of  a  lecture  delivered  before 
tbovo  Society  at  the  Cannon  Street  Hotel,  on  Tuesday 
October  1S84. 
i».  Chairman  and  Gentlemen: — 

le  subject  upon  which  I  have  the  honour  to  address  you 
lifc — "  The  Liquidation  of  Companies  under  the  Com- 


panics  Acta  " — is  one  which  admits  of  such  lengthy  treat- 
ment— which  is  so  full  of  im^wrtant  points  of  varied 
interest— that  I  confess  that,  with  the  time  at  my  disposal 
to-night,  i  shall  be  unable  to  treat  the  subject  with  that 
completeness  of  detail  which  I  feel  the  importance  of  the 
subject  demands. 

Yet  I  venture  to  think  that  I  may  be  able,  within  tho 
time  allotted  to  me,  to  treat  of  the  general  outline  of  tho 
liquidation  of  a  company;  and  I  am  sure  I  shall  bo 
pardoned,  if,  addressing  a  society  of  accountants  I  take  for 
granted  a  general  knowledge  of  the  practical  work  involved 
in  a  winding  up. 

I  therefore  propose  in  my  lecture  to-night  to  confine 
myself  strictly  to  the  legal  aspect  of  a  li-iuidation,  and  not 
to  allow  myself  to  be  led  aside  to  consider  tho  many  minor 
points  of  interest  and  importance,  which  lie  like  flowers 
along  a  lawyer's  path,  but  are  removed  from  the  beaten 
track  of  stern  practical  utility. 

If  therefore,  in  dealing  with  my  subject,  I  reject  the 
theoretical  in  favour  of  the  practical,  I  must  rely  on  your 
indulgence  as  professional  men  desirous  of  hearing  t)te 
useful  rather  than  the  attraclive. 

The  Lifiuidation  of  Companies  under  the  Companies  Acta 
may  then  be  classed  under  two  heads — first,  the  liquidation 
which  supervenes  as  the  necessary  result  of  linancial  exhaus- 
tion, and  next  that  process  of  nominal  liquidation  which 
the  operations  of  those  Acts  require  for  tho  purpose  of 
bringing  about  a  rc-constniction  of  any  coinpany  upon  a 
different  basis  to  that  on  which  it  has  hitherto  existed. 

To  deal  with  tho  second  class  of  liquidation  first — because 
the  instances  of  its  use  are  rare  -there  are  two  processes  of 
re-construcl^ion  provided  for  by  statute  in  both  of  which  the 
formal  liquidation  of  tho  company  is  an  iiihcrcnt  portion  of 
the  hcliome  for  reorganization. 

The  first  process  of  re-construction  by  means  of  liquidation 
is  that  found  in  seetit)!!  1(>1  of  tlu-  Act  1^'ii,  which  is  the 
cl.LU.->e  under  the  process  of  whieh  luo.-t  am  il^imations  take 
place.  The  section  is  adapted  only  to  e()iii[)iLiiies  whieh  are 
in  a  state  to  bo  voluntarily  liciuid.ited  a  state  of  affairs 
which  may  bo  so  far  taken  to  mean  th  vt  the  company  is,  so 
far  as  its  creditors  are  concerned,  amply  solvent. 

The  section  provides  that  the  liquidators  of  a  company 
may,  with  the  sanction  of  a  special  resolution  transfer  the 
property  of  the  company  to  another  company  in  exchange 
for  shares  or  other  interests  in  that  company.  Discontented 
shareholders  have  the  option  of  expressing  their  dissent 
from  any  arrangement  that  may  be  mailc ;  provided  that 
their  dissent  is  communicated  to  the  selliufj  company  within 
seven  days,  in  which  case  the  li(|uidator  ib  bound  either  to 
abandon  the  scheme  of  amalgamation,  or  to  purchase  tho 
holding  of  the  dissentient  at  a  price  to  be  fixed  by  arbitra- 
tion. Tho  section  is  silent  as  to  the  consequences  attendant 
on  the  neglect  of  a  dissentient  shareholder  to  express  his 
dissent  within  the  prescribed  limit  of  seven  days,  but  from  a 
careful  consideration  of  the  few  decided  cases  bearing  at  all 
upon  this  point,  it  would  seem  that  the  dissentient  has  no 
remedy  unless  ho  dissent  in  time,  but  must  abide  by  the 
decision  of  the  majority  without  any  reinetly.  True,  he  is 
not  compellable  to  accept  any  shaies  which  may  fall  to  his 
lot  in  the  general  distribution,  but  he  can  get  nothing  else, 
and  must  either  accept  what  he  is  ollered  or  abandon  his 
holding. 

It  is  by  no  means  uncommon  for  amalgamations  to  take 

place  under  powers  contained  in  the  articles  of  association  of  a 

company.     Even  in  these  instances  the  process  of  voluntary 

li(luidation  has  always  to  be  resorted  to,   and   there  is   a 

I  special  disadvantage  attendant  on  this  system  of  roconstruc- 
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tion  congequent  on  grave  doubts  as  to  the  real  position  of  a 
disRentient  member,  who  becomes  a  very  formidable  bug- 
bear in  cases  of  amalgamation  under  powers  in  articles  of 
association.  • 

The  process  of  amalfjamation  defined  by  section  IGl  is  of 
a  most  beneficial  nature,  and  might  in  my  opinion  be 
attempted  successfully  in  many  more  instances  than  it  is  at 
present. 

The  second  process  of  reconstruction  is  that  allowed  by  the 
Joint  Stock  Companies  Arrangement  Act  1870,  which  pro- 
vides for  the  making  of  an  arrangement  or  compromise  by 
the  company  with  its  creditors.  Under  the  powers  con- 
tained in  this  short  Act,  a  company  having  passed  into 
liquidation,  whether  compulsory,  voluntary,  or  under 
supervision,  may  at  any  time  apply  to  the  court  to  call  a 
meeting  of  its  creditors  or  of  any  particular  class  of 
creditors,  at  any  which  meeting  if  a  majority  in  number 
representing  three  fourths  in  value  of  such  creditors  present 
either  in  person  or  by  proxy,  resolutions  may  be  passed 
accepting  any  compromise  or  arrangement  which  may  be 
offered  by  the  company,  and  such  resolutions,  if  sanctioned 
by  the  court,  shall  be  binding  on  all  the  creditors,  as  well  as 
on  the  shareholders  of  the  company. 

It  is  a  constant  source  of  regie t  to  me  that  comparatively 
go  little  use  is  made  of  the  powers  of  arrangement  given  by 
this  Act.  I  have  kno\\'n  cases  where  these  powers  have 
been  called  into  use  most  successfully,  and  where  through 
the  protecting  (pgis  of  liquidation  proceedings  the  company 
has  been  able  to  mature  its  plans  for  reconstruction  without 
the  disorganised  panic  in  its  affairs  which  seems  to  be  the 
necessary  sequence  to  a  petition  for  winding  up. 

I  believe  that  the  London  Steamboat  Company  has  lately 
carried  througli  a  reconstruction  scheme  under  this  Act. 

It  is  perhaps  due  to  the  fact  that  most  companies  do  not 
pass  into  liquidation  until  the  whole  of  their  immediately 
available  assets  has  disappeared,  that  we  hea^  so  little  of 
schemes  of  arrangement.  It  seems  somewhat  a  pity  that 
reckless  overtrading  and  continuance  in  business  after  insol- 
vency has  become  apparent,  are  not  in  some  way  constituted 
an  offence  under  the  Companies  Act  as  it  is  now  under  the 
Bankruptcy  Act. 

But  this  pro?ess  of  nominal  liquidation  occurs  at  such 
rare  intervals  tliat  it  sinks  into  comparative  unimportance 
wlien  compared  with  the  frequency  of  that  liquidation  which 
contains  no  hope  of  resuscitation  and  is  the  prelude  only  to 
a  dissolution. 

The  liquidation  of  a  company  under  the  Companies  Acts 
corresponds  as  nearly  as  may  be  with  the  bankruptcy  of  an 
individual.  There  are,  of  course,  many  points  of  diflferenco 
prominent  amongst  which  two  may  be  specially  noticed. 

1st.— That  the  "order  and  disposition"  clause  which 
often  forms  such  a  marked  feature  in  the  bankruptcy 
of  a  trader  has  no  application  in  the  case  of  a  com- 
pany, and 

2nd. — That  the  power  of  disclaimer  of  leases  and  other 
onerous  property  which  a  trustee  in  bankruptcy  now 
possesses,  does  not  extend  to  the  liquidation  of  a  com- 
pany. 

But  before  dealing  with  the  rights,  liabilities,  and  duties  of 
a  liquidator,  it  will  be  well  to  maintain  the  sequence  of 
events,  and  consider  in  the  first  instance  the  various  forms 
of  a  winding  up. 

There  are  three  species  of  winding  up  known  to  our  law. 

The  first  is  a  rough  and  ready  mode  of  dealing  with 
defunct  companies  by  striking  them  off  the  Register  of  Joint 
Stock  Companies  under  powers  conferred  by  the  Companies 
Act  looO. 

Under  this  Act  where  the  registrar  has  cause  to'  believe 


that  a  company  is  not  in  operation,  he  is  empowered  r 
makmg  certain  enquiries,  to  advertise  in  t)ieL)n-kui 
the  dissolution  of  the  company,  and  thereupon  licmii.  :_ 
its  name  off  the  register  of  Joint  Stock  Companies. 

Under  the  provisions  of  this  Act  nearly  1,030  ccc/i: 
have  been  relegated  to  well  merited  oblivion. 

Besides  this  summary  statutory  power  of  re lieTinji!.:;'. 
ter  of  abortive  schemes — a  process  of  happy  dispatch  vL:  \ 
hardly  be  dignified  by  the  name  of  a  windmgup— ihtr.  • 
ordinary  process  of  liquidation  provided  by  tte  C  i>- 
Acts  18G2  and  18G7.     The  three  forms  of  Uquidaiion  v 
provided  must  be  familiar  to  all  here,  the  volantary  . 
tion,  the  compulsory  liquidation,  and  that  species  cf 
tion  that  consists  of  a  mixture  of  the  two  other  fcr^- 
voluntary  liquidation  under  supervision  of  the  ccar.. 

To  deal  with  these  separately.    A  voluntarvh- 
which  is  in  my  humble  opinion  in  every  instance  u: : 
beneficial   to  the  shareholders  of  a  company,  t.u-.< ; 
whenever  the  pleasure  of  the  shareholders  is  inamf^v 
whatever  reason  or  no  reason  that  the  company  s... 
wound  up.     So  far  as  my  observation  has  enab.Ji 
judge  I  consider  that  the  solvency  of  the  comp^iof^  !>- 
its  creditors  are  concerned,  is  practically  a  conit- 
cedent  to  a  voluntary  winding  up ;  for  when  a oompi' 
become  insolvent  the  creditors  as  a  general  rule .«   i 
have  its  affairs  wound  up  compulsorily  or  under  sap^r 
and  have  a  not  wholly  unnatural  dislike  to  entni^:  '■ 
conduct  of  the  liquidation  to  the  shareholders  or  r:^- 
tho  liquidators  they  may  appoint.    Therefore  wh- ^    , 
occurs  that  from  want  of  success,  from  losses,  byer!/    | 
time  or  for  some  other  reason,  the  shareholder?  re>  • 
voluntary  liquidation,  it  is  almost  essential  that  t:i  • 
of  the  company  admit  of  immediate  realisati:!!,  *  - 
meet  its  liabilities  to  its  creditors  without  delay. 

It  is  not  open  to  the  creditors  of  a  comipakaj  to  > 
a  voluntary  winding-up — that  decision  rests  with  :- 
holders  alone.  A  creditor's  remedy  is  by  a  c«- 
order,  or,  if  the  shareholders  have  instituted  a  ^ 
winding-up,  he  can  allow  it  to  continue,  or  he  ^i*'- 
from  the  court  a  supervision  order. 

The  members  of  a  company  may,  by  Spfcuil  U 
resolve,  at  any  time,  to  wind  up,  whatever  may  be '  | 
of  the  company's  affairs.  A  special  resolution  i^  i  '■' 
tion  passed  by  a  three -fourth's  majority  at  *  -  ' 
specially  [called  to  consider  it,  and  confirmed  by :  -'j 
majority  at  a  meeting  subsequently  called  and  btl  *^^ 
a  month  and  not  less  than  14  days  followiag  '»-<  n 
meeting.  i 

The  shareholders  may,  by  an  Extraordinary  ns  j^J 
solve  to  wind  up  the  company  whenever  it  has  be^'  !^ 
to  their  satisfaction  that  the  company  cannot,  by :  '^ 
its  liabilities,  continue  its  business,  and  that  it  b^-  ^ 
advisable  for  it  to  be  wound  up.  An  extraorim.ir  ^ 
tion  resembles  a  special  resolution  in  all  its  chari<:: ' 
except  that  no  confirmatory  meeting  is  required  k 
effect. 

The  shareholders,  lastly,  may,  by  Ordinary  it*:' 
quire  the  company  to  be  wound  up,  voluntarily,  »■ 
tne  period,  if  any,  fixed  by  the  articles  of  associau 
company,  expires,  or  whenever  the  period,  if  s-'J 
upon  the  occurrence  of  which  it  is  provided  by  tb< 
of  association  that  the  company  is  to  be  dissolved 

These  various  rights  of  voluntary  liquidation  i^ 
to  the   rights  of   a   shareholder,   or   contribute: rf 
becomes  by  a  winding-up,  to  require  a  compnls-T 
tion  of  the  company  ;  but  as  a  general  rule  ihe  p ' 
shareholders  for  compulsory  orders  are  not  v:e* 
court  with  much  favour,  and  a  petitioning  share: : 
bo  able  to  make  out  a  good  case  for  awioding-up.^'''^ 
hope  to  secure  an  order  for  his  petition. 
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A  company  is  wound  up  compnlsorily  by  an  order  of  the 
:■'  .at,  oil  a  petition  boini,'  presented  to  it  for  that  purpose. 
\ll  proceeding's  in  the  \vindin;L^-up  of  companies  aasigned  to 
:ho  tlianccry  Division  of  the  High  Court  of  Juscice,  except 
:}ie  milling  companies  within  the  jurisdiction  of  the  Court 
»f  Stannaries.  Bofore  presenting  a  petition  to  the  High 
_\»  irt  for  the  liquidation  of  a  mining  company  within  the 
uris-liction  of  the  Stannaries,  the  leave  of  the  latter  court 
iiust  be  obtained. 

A  company  registered  under  the  Acts  may  be  wound-up 

)y  the  Court : — 

1.  Whenever  the  company  has  passed  a  special  resolu- 
ti.'n  requiring  the  company  to  be  wound  up, by  the 
Court ; 

2.  Whenever  the  company  does  not  commence  its  busi- 
ness within  a  year  from  its  incorporation,  or  suspend 
its  business  for  the  space  of  a  whole  year  ; 

3.  Whenever   the  members   are  reduced  in  number  to 

less  than  seven ; 

4.  Whenever  the  company  is  unable  to  pay  its  debts ; 

5.  Whenever  the  company  is  of  opinion  that  it  is  just 
and  equitable  that  it  should  be  wound  up, 

A  company  is  deemed  unable  to  pay  its  debts : — 

1.  Whenever  a  creditor  for  more  than  £50  has  served  on 
the  company  a  demand  under  liis  hand,  requiring  the 
company  to  pay  the  sum  due,  and  the  company  lias 
for  three  weeks  afterwards  neglected  to  pay,  or  secure, 
or  compound,  for  the  same  to  the  creditor's  satisfaction  ; 

2.  Whenever  execution,  issued  by  a  judgment  creditor 
against  the  company,  is  returned  unsatisfied ; 

3  Whenever  it  is  proved  to  the  satisfaction  of  the  court 
that  the  company  is  unable  to  pay  its  debts. 

A  shareholder's  petition  will  be  successful  where  proof  is 
tdiluced  that  the  company  itself  is  a  bubble  and  a  hollow 
liam ;  or  in  cases  where  there  is  matter  in  its  affairs  calling 
or  the  serious  investigation  of  the  court;  or  in  instances 
^  here  the  subhtratum  of  the  company  is  gone — such,  for  in- 
tiincc,  asthe  case  of  a  company  formed  to  purchase  and 
nn-k  a  particular  mine  or  patent — which  mine  or  patent 
iihsequontly,  the  company  was  unable  to  acquire.  In  such 
,  cabc  its  very  "  miaou  (Vvtre  "  being  gone,  the  court  will 
i;iut  a  winding-up  order  on  the  application  of  a  shareholder. 

Bnt  the  mere  want  of  success  of  a  company,  in  the  par- 
icular  business  for 'which  it  was  connected,  will  form  no 
r.  mini  for  a  shareholder's  petition.  Loss  is,  unfortunately, 
n  inhei».iit  po.ssibility  in  every  enterprise,  and  the  mere 
fict  of  bad  trading  will  not  entitle  a  petitioning  shareholder 
L»  put  an  end  to  the  existence  of  a  company  against  the  will 
f  a  majority  of  the  shareholders.  By  becoming  a  member 
lie  shareholder  enters  into  quasi-partnership  relations  with 
i.-  follow  members;  ho  has  his  proportionate  voice  in  the 
i)iiLr<)l  of  the  business,  by  his  vote  at  general  meetings,  and 
.'  is  equally  bound  to  abide  loyally  by  the  bona- fidf  daciaion 
I  the  majority  of  his  brother  sharehohlers,  however  much 
liat  decision  may  seem  to  him  contrary  to  the  best  interests 
t   tlie  company. 

A'^  ji  safi'Ljuard  ac;ainstthoM'  wreckers  who  sw.irm  so  per- 
i    t.  iitly  ju-ound  a  company  in  ditticulties,  the  lo,i!islnture 

IS  ]»rt»vi(lt'd  that  to  «Mititle  a  slianholder  to  petition  he 
i;i-t  li.i\u  held  his  .sliarcs  during  at  lca«^t  six  months  m  the 
i  .^'-iti-L-ii  mouLli.i  immediately  preceding  the  petition.  These 
ix  iiiunths  need  not.  however,  be  a  consecutive  holding; 
iiil  n  former  shareholder,  who,  having  ceased  to  be  a  mem- 
lU'  within  twelve  months,  was  therefore  liable,  as  a  "  B" 

ijjtrib'it'>ry   has   also,  under  special  circumstances,  been 

jiiutted  as  a  petitioner. 

It  is  almost  unnecessary  to  say  that  the  court  looks  with 


extreme  lutpicion  upon  petitions  presented  by  shareholders 
who  are  themselves  in  arrear  in  payment  of  their  calls. 
Although  the  non-payment  of  calls  is  not  an  absolute  bar  to 
a  petition,  any  such  petition  will  as  a  general  rule  be  dis- 
missed with  costs. 

A  shareholder  who  is  himself  indebted  to  the  company  as 
an  ordinary  debtor  is  debarred  from  petitioning  until  his 
own  indebtedness  is  discharged. 

It  is  obvious  also  that  the  petition  of  a  shareholder  who  is 
liable  on  uncalled  capital,  and  who  has  therefore  the  pro- 
spect of  further  loss  in  the  company,  is  viewed  by  the  court 
more  favourably  than  the  petition  of  the  holder  of  fully  paid 
up  shares,  who  having  already  risked  his  money  has  no 
further  calls  to  fear. 

To  entitle  the  holder  of  fully  paid  shares  to  petition  it  is 
in  general  necessary  for  him  to  prove  that  the  company  hat 
ceased  to  carry  on  business,  and  he  must  also  show  that 
there  are  assets  of  the  company  of  such  an  amount  that  in 
the  event  of  a  winding  up  he  will  have  a  tangible  share  of 
surplus  to  receive. 

I  must  not,  however,  omit  to  mention  a  distinction  which 
exists  between  the  cases  of  holders  of  fully  paid  shares  in 
limited  and  unlimited  companies.  In  the  latter  case  if  the 
capital  is  all  paid  up  and  spent,  and  the  company  is  not 
only  making  no  profit  but  is  getting  worse  and  worse,  a 
shareholder  is  entitled  to  decline  to  run  further  risk,  and 
may  present  his  petition  to  have  the  company  wound  up. 
The  distinction  which  exists  between  the  cases  of  limited 
and  unlimited  companies  is  more  apparent  than  real,  for  in 
each  cose  the  locus  standi  of  the  petitioning  shareholder 
results  from  the  fact  that  in  both  instances  the  continuance 
of  the  company  may  involve  him  in  further  loss. 

And  even  in  cases  where  the  court  considers  that  sufficient 
evidence  has  been  adduced  for  a  winding  up,  if  it  entertains 
any  doubt  as  to  the  bona  fides  of  the  petitioning  shareholder 
the  court  will  not  hesitate  to  entrust  the  carriage  of  the 
proceedings  to  another  member  whose  bona  fides  is  unques- 
tioned. 

If,  then,  the  court  will  entertain  a  winding  up  petition,  if 
presented  by  a  shareholder^  it  follows  as  a  necessary 
corollary  that  the  petition  of  an  unpaid  creditor  receives  the 
fullest  consideration  at  the  hands  of  the  court. 

I  have  already  pointed  out  that  two  of  the  statutory 
grounds  for  a  winding  up  order  are  : — (1.)  Inability  to  pay 
debts.  And  (2.)  The  opinion  of  the  court  that  it  is  just  and 
equitable  that  the  company  should  bo  wound  up. 

The  question  of  the  insolvency  of  the  company  is  there- 
fore the  main  point  to  be  decided. 

In  considering  the  question  of  insolvency,  uncalled  up 
capital  must  be  estimated  as  an  asset ;  and  unless  there  is 
evidence  to  show  that  it  cannot  be  recovered  it  will  be  esti- 
mated at  its  full  nominal  value.  On  the  other  ban  1,  tho 
paid  up  capital  of  a  company  is  not  a  debt  within  tho 
statute. 

With  reference  to  the  just  and  equitable  clause,  in  one 
case  Lord  Cottenham  said,  the  clause  was  no  doubt  thus 
worded  in  order  to  include  all  cases  not  before  mentioned ; 
but,  of  course,  it  cannot  mean  that  it  should  not  be  intor- 
pretedotherwise  than  in  reference  to  u)  itt  -i"  ./"/s  /  m  if.iirri<i 
a?,  those  in  the  previous  clauses.  'Ilni**  mu-L  be  something 
in  the  manaj^ement  and  conduct  of  the  company  v,hicli 
shows  the  court  that  it  should  no  lonf,'er  be  allowed  to  con- 
tinue, and  that  the  concern  ought  to  be  wound  up. 

In  the  case  of  trading  companies,  it  is  usual  on  a  petition 
for  the  creditor  to  allege  and  prove  the  inability  to  pay,  and 
thus  satisfy  the  court  as  to  the  "justice  and  equity  "  of  a 
>Ninding  up  order. 

Thus,  a  creditor's  petition  will  succeed  if  ho  is  able  to 
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prove  that  the  company  is  unable  to  pay  debts  actually  due* 
and  of  which  the  creditors  could  demand  immediate  pay- 
ment. 

The  court  will  be  satisfied  if  the  "  commercial  insolvency  " 
of  the  company  is  proved,  that  is  to  say,  that  its  assets  are 
such,  and  its  existing  liabilities  are  such  as  to  make  the 
court  feel  reasonably  certain  that  the  existing  and  probable 
assets  will  be  insufficient  to  meet  the  existing  liabilities. 

Thus,  in  general,  a  dishonoured  bill,  accepted  by  a  trading 
company  and  given  in  part  payment  of  goods,  will  be  held 
in  itself  to  be  proof  that  the  company  is  unable  to  pay  its 
debts. 

To  entitle  a  creditor  to  present  a  petition  he  should  be  an 
admitted  creditor  of  the  company,  and  one  about  whose 
debt  there  is  no  dispute. 

Indeed,  it  is  a  most  improper  proceeding  for  any  creditor, 
whose  debt  is  bond  fide  disputed,  to  have  recourse  to  the 
undue  pressure  of  a  winding  up  petition  to  compel  a  settle- 
ment of  his  claim. 

Thus,  a  claim  for  unliquidated  damages  is  not  a  debt  on 
which  a  petition  can  be  founded.  A  petition  founded  on 
such  a  claim  is  an  abuse  of  the  process  of  the  court,  and 
will  be  dismissed. 

The  court  has  jurisdiction  on  motion  made  before  it  to 
take  into  consideration  the  circumstances  attendant  on  the 
presentation  of  the  petition,  and  if  satisfied  that  the 
petitioner's  debt  is  disputed  on  some  substantial  ground 
may,  at  its  discretion,  stay  all  proceedings  under  it  or  even 
dismiss  it  there  and  then. 

The  court  will  also,  on  application  made,  interfere  to  pro- 
tect the  company  against  the  vexatious  presentation  of  peti- 
tions. For  the  court  will  not  allow  the  winding  up  process 
to  be  made  the  vehicle  of  oppression,  and  will  therefore 
interfere  by  injunction  to  restrain  the  presentation  of  a  peti- 
tion where  the  solvency  of  the  company  is  not  called  in 
question,  and  where  the  debt  of  the  petitioning  creditor  is 
bofid  fide  disputed. 

In  such  cases  the  court  will  very  justly  consider  that  the 
petitioner  has  some  sinister  motive  to  serve.  The  court  will 
shrewdly  suspect  that  the  object  of  the  petitioner  is  to  "  put 
the  screw  on  "  the  company  by  the  publicity  involved  in  a 
petition,  and  in  the  consequent  discredit  which  its  presenta- 
tion entails  on  the  company.  « 

Where  this  can  be  proved  the  court  will  restrain  the 
presentation  of  a  petition,  leaving  to  the  creditor  his  right  to 
enforce  his  claim  by  action. 

A  petition  for  a  winding  up,  like  a  petition  for  the  bank- 
ruptcy of  an  individual,  must  not  be  presented  without  at 
least  seme  reasonable  or  probable  cause  for  its  presentation. 
And  further,  an  action  will  lie  against  any  person  falsely  and 
maliciously  and  without  reasonable  and  probable  cause  pre- 
senting a  petition  to  wind  up,  which  from  iti  very  nature 
n^ust  necessarily  be  injurious  to  the  credit  of  the  company 
concerned. 

On  many  occasions  the  court  has  taken  the  opportunity 
of  speaJcing  in  no  measured  terms  of  the  conduct  of  those 
persons,  in  business  parlsince  known  as  "  wreckers,"  who 
incite  persons  to  present  petitions  to  force  struggling, 
though  perhaps  hopeful,  companies  on  to  the  rocks  of 
liquidation. 

As  a  general  rule,  when  a  creditor  proves  his  debt,  and 
the  default  of  the  company  a  winding  up  order  follows  as  of 
course,  ex  debito  justitiPt  though  the  court  may  order   the 

getition  to  stand  over  for  a  time  where  chore  is  reasonable 
ope  that  the  company  may  be  able  co  arrange  for  the  pay- 
ments of  its  debts. 

Provided  that  there  be  assets  available  for  the  creditors, 
the  smallnesB  of  those  assets  will  not  prevent  a  winding-up 
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order  being  made ;  btit  where  there  is  absolutely  Do:a :. 
wind  up,  as  where  the  debenture  holders  had  Uken  v- 
sion  of  the  whole  of  the  assets  and  were  still  ims&tis^t 
order  will  be  made  ;  but  the  petition  will  be  directed u 
over  till  the  creditor  can  show  the  court  that  there  is  i : 
probability  of  some  assets  being  made  available  i.: . 
creditors  by  a  winding-up  order. 

In  considering  a  petition  the  court  will  take  notice  : 
wishes  of  the  other  creditors.     And  in  this  regard  ihi  r . 
will  consider,  not  only  the  number  of  creditors  a: 
amount  of  the  debts  of  those  opposing  the  petition,  b:,> 
consider,   also,  the  reasons  which  the  opposing  cv- 
assign  for  the  conclusion  they  have  arrived  at.   He/ 
facie  right  of  an  unpaid  creditor  of  a  company  to  a  v^  - 
up  order  is  rebutted  when  it  is  shown  that  a  large  l. 
other  creditors  oppose  the  making  of  sach  an  order.  ~ 
the  court  will  reiuse  to  make  an  order  when  it  appt^n 
the  petitioning  creditor  will  not  be  put  in  a  better  p  s- . 
by  obtaining  an  order. 

A  creditor  who  has  presented  a  petition  for  a  wiii- 
is,  practically,  master  of  the  situation,  and  if  he  fty- 
desire  to  proceed  with  his  petition  he  is  entitled  to  Li 
dismissed  with  costs,  notwithstanding  the  objectioL  .:  - 
other  creditor. 

It  not  unfrequently  happens  that  the  compaiij  cc::: 
to  settle  with  the  petitioning  creditor  before  the  i^:^ 
the  hearing.    In  all  such  cases  the  petitioner  must  y 
f ul  to  arrange  for  a  sufficient  indemnity  againit  the  :a: 
the  creditors  and  shareholders  who  appear  at  the  lu^-i.. 
the  petition ;  for  in  spite  of  any  arrangement  be:vi^ 
parties,  the  petition  must  be  brought  on  for  he&iii^  -'^  { 
ordinary  way,  and  the  mere  refusal  of  the  petitiocer :  :' 
ceed  will  not  exempt  him  from  the  dismissal  of  his  p^-  - 
with  all  consequent  costs. 

I  should  not  omit  to  mention  that  the  companT  it.«^  - 
present  a  petition  for  its  own  liquidation,  and sacbp-^ 
are  by  no  means  uncommon  in  cases  where  the  pi^'-t-' 
of  the  assets  is  a  matter  of  immediate  moment. 

Nothing  short  of  the  extreme  peril  of  the  asst^-' 
justify  the  directors  of  a  company  to  utilise  their  pcv-  ' 
make  use  of  the  name  of  the  company  to  present  &  «*•! 
up  petition.    And  if,  at  the  hearing,  the  petition  she  - . 
through  the  opposition  of    shareholders  or  credited 
court  will  not  allow  the  assets  of  the  company  to  be  «:':• 
to  the  payment  of  the  costs  of  the  abortive  petition,  bv- ' 
leave  the  board  of  directors  to  settle  the  costs  as  t«''  '- 
can  out  of  their  own  pockets. 

Great  expedition  is  always  desirable  in  the  pre»e:^- 
of  a  petition  as  it  frequently  happens  that  two  c:  '- 
petitions  against  the  same  company  .are  pr^ented  > 
same  day,  and  the  creditor  upon  yvhose  petition  the  tu. 
up  order  is  made,  usually  has  the  carriage  of  the  ork:*^ 
the  nomination  of   the  official  liquidator.    Latter  j :  * 
ever,  this  rule  has  become  considerably  relaxed,  -^ 
court  will  not  hesitate,  if   it  thinks  it  bcneficii : 
company,  to  entrust  the  carriage  of  the  order  to  iocs  - 
creditor,  and  will  itself  hear  any  objections  or  pff«/- 
that  can  be  raised  against  the  proposed  liquidation. 

A  creditor  who  presents  his  petition  when  he  kncr>^ 
another  petition  has  already  been  filed  is  liable  to  t>^ 
petition  dismissed  with  costs,  whilst  a  creditor  presc^^ 
petition  in  ignorance  of  a  prior  petition  is  allowed  bs  ' 
up  to  the  point  when  the  ^t  petition  comes  to  his  ^^ 
after  such  notice  he  proceeds  at  his  own  risk  as  to  cost- 
less he  has  good  grounds  to  sup^iose  that  the  prior  {^  •  '^ 
collusion,  or  otherwise  wanting  mbonafidest  in  whi<-  ^ 
he  is  justified  in  proceeding. 

Where  several  petitions  have  been  bond  fide  prescct*^ 
court  will  make  one  order  upon  all  the  petitions. 

Notice  of  the  petition  must  be  advertifiod  in  the  ^- 
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^Eette,  ajid  once  at  least  in  two  other  newspaper!  circula- 
^g  in  the  district  where  the  company  carries  on  its  husiness, 
ind  an  interval  of  seven  clear  days  must  elapse  between  the 
appearance  of  the  advertisement  and  the  hearing  of  the 
petition ;  bat  the  court  has  poweijto  waive  any  irregnlarity 
n  the  appearance  of  the  advertisements,  and  if  there  is  no 
>ppo8ition  will  generally  declare  them  sufficient. 

The  priority  of  the  petition  is  determined  by  the  date  of 
he  appearance  of  tnese  advertisements,  and  where  two 
Mtitions  are  simultaneously  advertised  in  the  London 
Jtuettet  the  petitioner  whose  petition  was  actually  presented 
irst  has  priority. 

The  petition  itself  must  show  on  its  face  a  sufficient  cause 
or  a  winding  up,  and  within  four  days  of  its  presentation  it 
nast  be  verified  by  affidavit ;  and  before  the  hearing  any 
urther  evidence  in  support  of  the  allegation  of  insolvency, 
vhich  the  petitioner  may  think  it  necessary  to  adduce,  must 
>e  filed. 

Svery  contributory  (that  is  to  say  every  shareholder)  and 
very  creditor  is  entitled  to  be  furnished  with  a  copy  of  the 
^tition  on  paying  for  the  same  at  the  rate  of  4d.  per  folio. 

The  company,  its  creditors  and  contributories,  are  entitled 
o  appear  at  the  hearing  and  either  support  or  oppose  the 
petition. 

On  an  order  being  made  to  wind  up  a  company,  or  a  peti- 
[on  dismissed,  one  set  of  costs  each  to  contributories  and 
reditors  is  allowed  to  the  supporters  of  the  successful  party. 
;iiese  costs  are  paid  out  of  the  company's  assets  if  the  peti- 
ion  succeeds,  and  by  the  petitioner  if  it  fails.  The  petitioner, 
E  successful,  has  a  first  charge  on  the  assets  of  the  com- 
any  for  his  costs  which  must  be  paid  in  full,  in  priority  to 
he  costs  of  the  official  liquidator.  If  the  petitioner  fails 
e,  of  course,  pays  the  company's  costs. 

The  court  has  complete  control  over  a  petition ;  it  may 
ismiss  it  with  or  ^vithout  costs,  or  adjourn  the  hearing  for 

time,  or  make  any  interim  or  other  order  which  it 
hinks  just. 

Thus  where  after  the  presentation  of  a  petition  for  a  com- 
ulsory  order  by  a  creditor,  but  before  the  hearing,  the 
[lareholders  resolve  on  a  voluntary  winding-up,  the  court 
:  not  bound  to  make  a  compulsory  order  on  the  petition, 
lit  may  order  the  voluntary  liquidation  to  be  continued 
nder  supervision. 

Against  any  order  made  on  a  petition  an  appeal  lies  to 
le  court  of  Appeal. 

After  a  winding-up  order  has  been  made  it  is  now  the 
»tticd  practice  of  the  court  to  refer  the  appointment  of  the 
3icial  liquidator  to  chambers.  The  appointment  may  be 
la  le  by  the  judge  without  any  notie^to  any  party,  and  with 
is  discretion  the  court  of  appeal  will  not  interfere. 

1 1  frequently  becomes  necessary  for  the  court  to  intervene 
L  a,  summary  way  for  the  protection  of  the  assets  of  the 
jznpany,  by  appointing  a  provisional  liquidator.  Such  an 
ppointment  is  generally  found  necessary  in  the  cases  of 
aiding  companies  employing  large  numbers  of  men,  and 
Btving  heavy  contracts  on  hand,  and  also  in  cases  of 
oppage  on  banks  and  similar  institutions,  where  a  petition 
leans,  in  r.e^ly  every  instance,  the  hopeless  emoarrass- 
ent  of  the  company's  affairs. 

A  provisional  liquidator  may,  then,  be  appointed  by  the 
id^e,  at  any  tune  after  the  presentation  of  the  petition,  on 
le  application  of  che  petitioner,  of  the  company  itself, 
•,j>f  any  creditor ;  such  application  to  be  made  ex  parte  or 
f  summons.  It  is  customary  for  the  court  to  require  the 
•o visional  liquidator  to  do  no  more  than  is  essential  for  the 
•otection  of  the  assets  until  the  hearing  of  the  petition, 
Loagh  of  course,  in  many  cases,  the  canying  on  of  the 
isixiess  is  especially  the  duty  assigned  to  him.  As  a  matter 
practice  the  provisional  liquidator  is,  usually  after  a 


winding  up  order,  confirmed  in  his  appointment  as  official 
liquidator. 

Upon  an  order  being  made  for  the  winding-up  of  any  com- 
pany, a  copy  of  such  order  must  be  forthwith  forwarded  to 
the  registrar  of  joint  stock  companies  for  filing  with  the 
other  records  of  the  company. 

A  winding-up  order  puts  a  stop  to  the  existence  of  a  com- 
pany as  a  going  concern.  Thenceforward  it  exists  only  for 
the  purpose  of  the  liquidation  of  its  affairs,  and  it  carries  on 
its  business  so  far  only  as  it  may  be  necessary  for  the  bene- 
ficial winding  up  of  the  same,  and  the  disposal  of  its 
goodwill.  The  business  may  not  be  carried  on  for  the 
purpose  merely  of  facilitating  the  re-constiucticn  of  the 
company. 

The  administration  of  all  these  matters  are  entrusted  to 
the  official  liquidator,  who  is  a  person  clothed  with  most 
extensive  powers.  He  is  administrator  extraordinary  of 
the  company,  he  has  vested  in  him,  as  plenipotentiary,  bXI 
the  powers  the  board  of  directors  previously  had,  and,  in 
addition,  he  has  conferred  upon  hun,  by  the  fact  of  his 
appointment,  powers  which  the  company  as  a  going  concern 
could  neither  have  exercised  itself  or  have  empowered  its 
directors  to  exercise. 

The  official  liquidator,  who  is  usually  a  chartered 
accountant,  must  combine  in  himself  not  only  a  knowledge 
of  accountancy,  sufficient  to  enable  him  to  unravel  the 
accounts,  but  must  be  endowed  with  business  qualities  and 
aptitude  to  enable  him  to  deal  with  tact,  judgment  and  dis- 
cretion with  the  innumerable  points  of  difficulty  which 
arise  in  dealing  with  the  debtors  and  the  creditors  of  the 
company,  in  the  most  profitable  realisation  of  the  estate, 
and  in  the  speedy  distribution  of  the  assets. 

In  the  appointment  of  the  official  liquidator  the  court 
will  have  regard  to  the  wishes  of  the  creditors,  though  the 
person  proposed  by  the  successful  petitioner  is  considered 
entitled  to  a  preference,  unless  there  is  some  leason  to  doubt 
his  fairness,  or  there  is  a  strong  feeling  against  him. 

In  all  cases  the  court  is  anxious  to  save  expense,  and  in 
one  instance  where  an  official  liquidator  had  been  appointed 
in  chambers,  upon  a  motion  being  made  on  behalf  of  a  very 
large  majority  of  unsecured  creditors  who  alone  were  in- 
terested in  the  realisation  of  the  assets,  two  creditors, 
willing  to  act  gratuitously,  were  appointed  liquidators 
instead  of  the  liquidator  who  had  been  already  appointed. 
But  cases  such  as  these  are  rare ;  indeed,  within  my  own 
experience,  I  only  recollect  one  instance  of  such  an  order 
being  made. 

The  appointment,  when  made,  is  to  be  advertised  as  the 
judge  may  direct.  The  official  liquidator  has  to  give 
security  for  his  due  fulfilment  of  the  duties  entrusted  to 
him ;  he  must  also,  from  time  to  time,  bring  in  to  chambers 
and  pass  his  accounts,  and  in  case  of  neglect,  any  con- 
tributory may  call  upon  him  to  do  so. 

The  remuneration  of  the  official  liquidator  and  of  his 
clerks  Ls  either  agreed  on  his  appointment  or  is  from  time  to 
time  fixed  by  the  judge.  There  is  a  recognised  scale,  upon 
which  the  court  usually  acts. 

A  banking  account  is  opened  in  the  name  of  the  official 
liquidator  at  the  Bank  of  England,  into  which  all  monies 
received  by  him  are  to  be  paid. 

Upon  his  appointment  the  official  liquidator  must  at  once 
take  under  his  control  the  whole  of  the  property  of  the  com- 
pany, and  the  real  work  of  winding  up  begins. 

Unlike  the  trustee  of  a  bankrupt,  the  property  of  a  com- 
pany never  vests  in  the  official  liquidator.  In  the  case  of 
a  voluntary  winding  up  he  is  the  officer  of  the  comnany  who 
acts  instead  of  the  directors.  He  is  no  more  personally 
hable  for  contracts  which  he  makes  on  behalf  of  the  company 


422    No.  21. 


THE  ACCOUNTANTS'  STUDENTS*  JOURNAL.  January  1,  le?; 


than  the  directors  would  be  for  the  contracts  they  make  on 
behalf  of  the  company. 

In  the  case  of  a  compulsory  winding-up,  in  the  same 
way,  the  official  liquidator  has  not  tho  assets  vested  in  him  ; 
he  does  not  render  himself  personally  liable  for  any  of  the 
company's  engagements,  and  in  the  event  of  the  assets  of 
the  company  being  insufficient  to  pay  the  costs  of  the  wind- 
ing-up, he  is  not  personally  responsible  for  them. 

In  the  course  of  every  winding  up  a  solicitor  is  appointed 
by  the  official  liquidator  to  act  for  him  in  the  winding 
up.  This  selection  is  subject  to  the  sanction  of  the  court. 
The  court  has  power  to  order  that  the  costs  of  the  solicitor 
shall  be  paid  in  priority  to  the  costs  of  the  liquidator  ;  this 
order  is  generally  made.  The  solicitor  is  not  entitled  to  look 
to  the  personal  credit  of  the  official  liquidator — he  looks 
only  to  the  assets  of  the  company,  and  if  the  assets  are  not 
sufficient  to  pay  him  in  full,  he  loses  the  difference  between 
the  amount  of  his  costs  and  the  assets ;  but  he  cannot  look 
to  the  official  liquidator  as  personally  liable  to  him  for  the 
difference. 

The  official  liquidator  is  bound  to  act  in  all  matters  under 
the  direction  of  the  judge  to  whose  chambers  the  liquidation 
of  the  company  is  attached.  In  general,  all  routine  direc- 
tions and  matters  of  minor  importance  are  decided  by  the 
chief  clerk,  and  matters  of  difficulty  are  referred  by  him  to 
the  judge. 

The  official  liquidator  can,  with  the  sanction  of  the  court, 
bring  or  defend  any  action,  either  civil  or  criminal,  in  the 
name  of  the  company. 

He  may  sell  ail  the  property  of  the  company,  both  real 
and  personal,  either  as  a  whole,  or  in  portions,  and  do  all 
acts,  execute  all  deeds  and  other  documents,  and  use  the 
common  seal,  and  prove  on  e^nd  draw  dividends  under  the 
bankruptcy  of  any  contributory. 

He  may  also  draw,  accept,  or  indorse,  bills,  or  notes  in  the 
name  of  the  company,  and  may,  from  time  to  time,  raise 
any  necessary  sums  upon  tho  security  of  the  assets  of  the 
company  ;  and,  generally,  he  may  do  all  things  that  may  be 
necessary  for  winding  up  the  affairs  of  the  company  and 
distributing  the  assets. 

The  court  may,  and  generally  does,  provide,  by  an  order, 
that  the  liquidator  may  exercise  all  the  before-mentioned 
powers  without  any  further  sanction  or  intervention  on  its 
part. 

The  duty  of  the  liquidator  is  to  realise  tho  assets,  pay  the 
debts,  distribute  the  surplus,  and  dissolve  the  company  as 
speedily  as  may  bo. 

In  realising  the  assets  the  liquidator  may,  with  the  sanc- 
tion of  tlie  court,  compromise  all  calls,  debts,  liabilities  and 
claims  of  all  kinds  subsisting  between  the  company  and  any 
contributory  or  other  debtor.  The  ordinary  debts  of  the 
company  must  bo  collected,  if  need  be,  by  means  of  the 
ordinary  legal  remedies. 

•  As  I  have  already  stated  at  an  earlier  stage  of  this 
lecture,  the  liquidator  has  no  power,  similar  to  that  possessed 
by  a  trustee  in  bankruptcy,  of  disclaiming  various  property, 
such  as  leases  and  unmarketable  shares — ho  must  dispose 
of  such  property  as  bost  he  can. 

After  a  winding-up  order  no  action  or  other  legal  proceed- 
ing can  be  proceeded  with  or  commenced  against  the  com- 
pany without  the  leave  of  the  court ;  and  tho  effect  of  an 
order  is  to  render  void  any  attachment,  distrass,  or  execution 
put  in  force  against  the  company  after  tho  date  of  the 
presentation  of  the  petition  on  which  the  order  is  made. 

With  rcjspect  to  the  landlord's  right  of  distraint  for  rent 
accrued  due  before  a  winding-up,  tho  winding-up  order  ren- 
ders it  void,  and  leaves  him  to  his  right  of  proof  against  the 
company,  whilst  as  to  rent  accruing  due  after  the  order,  the 


court  will  give  him  leave  to  distrain,  if  he  can  sbov  Uii;l 
liquidator  nas  actually  been  in  possession  of  the  prez.' 
for  the  purposes  of  the  company,  and  not  meiely  in  :i 
structiye  legal  possession. 

Crown  debts  are  entitled  to  be  paid  in  priority  to  tbs  ::- 
debts  of  the  company,  but  rates,  or  other  chai^  ci  ^2. 
cipal  authorities,  are  subject  to  the  same  rale  as  to  reti 

A  winding-up  order  is  notice  of  discharge  to  tht  iem: 
of  the  company  from  the  date  of  the  eider,  thoogh  i. 
notice  is  waived  if  they  are   afterwards  continoed  bj  l- 
hquidator  in  his  employ. 

Till  last  year  there  were  conflicting  deciaons  &^  t.  * 
rights  of  the  servants  of  the  company  to  be  piid  i- 
salaries  in  priority  to  other  debts. 

By  the  Companies  Act,  1888,  it  is  ensctej:- 
"  That  all  wages  or  salary  of  any  clerk  or  sem:: : 
respect  of  service  rendered  to  uie  company  ii'- 
four  months  before  the  commencement  of  the  7j:  ^ 
up,  not  exceeding  £50,  and  all  wages  of  any  \fy  ■ 
or  workman  in  respect  of  services  rendered  to  ti '  > 
pany  during  two  months  before  the  commecw^e::^ 
of  tne  winding-up," 
shall  be  paid  in  priority  to  all  other  debts,  iorthr.ii 
of  the  first  funds  of  the  company,  subject  only  to  the  ?::• 
tion  of  the  necessary  costs  of  winding  up. 

For  any  claims  for  services  beyond  the  periods  mer. : 
the  servants  can  only  prove  on  the  same  footing  i-  - 
ordinary  creditors  of  the  company. 

One  of  the  earliest  and  one  of  the  most  impoitantv: 
the  liquidator  is  the  settlement  of  the  list  of  contri:* /. ' 
In  the  case  of  limited  companies  having  their  c&p/..  "- 
paid  up,  the  importance  of  this  act  disappe&is,  bet « 
there  is  uncalled  capital  available  for  the  debts  of  tiv  - 
pany,  the  process  of  settling  the  list  is  often  inTeste:  ^^ 
keen  interest  to  the  persons  concerned. 

After  his  appointment,  the  liquidator  must,  vith  ' 
venient  speed,  make  out  and  leave  at  chamben  &'^<'- 
oontributories  of   the  company,  verified  by  his  ^ 
This  list  may,  from  time  to  time,  by  leave,  be  v&cei-i 
to  by  the  liquidator,  and  must,  so  far  as  practic&b>  ^'- 
the  addresses  of,  and  the  number  of  shares,  or  eti^'\ '  ■ 
terest  to  be  attributed  to  each  such  contribatoiy.sL: ' 
distinguish  the  several  classes  of  oontributories,  v:  i 
"  A,"  or  "  B." 

A  day  is  then  fixed  for  settling  the  list,  and  fcir 
days'  notice  in  writing  thereof  must  be  given  by  tK.- 
tor  to  every  person  whose  name  is  included  in  tbe  ^  - 
any  such  person  may  appear  at  the  time  appointed  .- 
pute  his  liability.  The  chief  clerk  will  give  a  cen^:  •■ 
the  settlement  of  the  list,  and  the  list  so  settled,^: , 
a  right  of  appeal  within  twenty-one  days,  becoc- 
elusive  evidence  that  the  moneys  thereby  appear' - 
due  are  actually  due. 

This  list  consists  of  two  parts — the  "  A  "  list,  :-' 
*'  B  "  list.     The  term  "  contributory  "  means  ever.  . 
liable  under  the  Companies*  Act,  1 662,  to  contribj:.  ■ 
assets  of  the  company  in  a  winding  up.    These  * ' 
tories  are  divided  in  two  classes — the  A  and  B  U^t^  * 
consist,  respectively,  of  the  present  and  past  meILk^ 
company.      The    A    list    consists  of    those  who  ^- 
bers  of  the  company  at  the  commencement  of  the^^ ' 
up,  who  are  liable  for  all  the  debts  of   the  cjcj- 
priority  to  the  B  list,  and  must  be  fii^t  individually  txi:- 

The  persons  liable  on  the  A  list  as  present  uv^-"^ 
those,  who,  being  of  full  age,  have  incurred  li&biL:.'  • 

By  signing  the  memorandum  of  association,  or 

By  having  agreed  to  become  members  of  thecomrai 
have  received  an  allotment  of  shares  ; 
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By  allowing  their  names  to  remain  on  the  register  of  mem- 
>ers,  when,  having  parted  with  their  interest  in  their  shares, 
ihey  might  have  insisted  on  the  remoTal  of  their  names  ; 

By  taking  a  transfer  of  shares,  fin  this  case,  if  the  mem- 
Mr  whose  name  appears  on  the  listnad  bona  fide  transferred 
lis  shares  to  a  transferee  who  had  not  registered  the  trans- 
er,  the  transferor  is,  in  general,  entitled  to  have  his  trans- 
eree's  name  placed  on  we  A  list  in  his  stead.) 

By  accepting  an  office  tmder  the  company,  such  as  that 
>t  a  director,  to  the  holding  of  which  a  share  qualification  is 
»sential. 

The  "  B  "  list  consists  of  past  memhers  who  have  ceased 

0  be  shareholders  within  one  year  prior  to  the  commence- 
tient  of  the  winding  np.  Those  who  have  ceased  to  be 
aembers  for  a  longer  period  than  one  year  before  the  com- 
aencement  of  the  winding  np  are  free  from  all  liability  for 
aJls. 

No  '*  B  "  contributory  is  liable  to  contribute  in  respect  of 
nj  debt  or  liability  of  the  company  contracted  aftor  the 
ime  at  which  he  ceased  to  be  a  member. 

No  "  B  "  contributory  is  liable  to  contribute  to  the  assets 
E  the  company,  till  the  court  is  satisfied  that  the  "  A  "  list 

1  individually  exhausted,  and  is  unable  to  satisfy  the  con- 
ributions  required  to  be  made. 

The  liability  of  each  "  B  "  contributory  arises  only  on  de- 
lult  being  made  by  the  holder  of  the  shares  which  he  had 
reviously  held,  and  his  liabOity  is  limited  to  the  residuum 
I  such  of  the  liabilities,  incurred  before  he  ceased  to  be  a 
lember,  as  remain  unsatisfied. 

A  compromise  entered  into  by  the  liquidator  with  an  "  A  *' 
>iitributory  does  not  operate  to  discharge  the  hability  of 
ay  "  B  "  contributory  settled  on  the  list  in  respect  of  those 
lares.  The  parties  do  not  stand  to  each  other  in  the  posi- 
on  of  principal  and  surety,  but  in  that  of  persons  each 
iving  a  liability,  the  "  A  "  contributory  being  under  an  im- 
lied  contract  to  indemnify  his  "  B  "  transfer.  The  liability 
:  the  "  B "  contributory  is  a  statutory  creation  of  the 
ompanies'  Act,  1862. 

I  must  mention  that  where  the  same  shares  have  been 
ansferred  several  times  during  the  year  preceding  the 
l^uidation,  all  the  transferors  are  liable  to  be  placed  on  the 
B  "  list  in  respect  of  the  shares,  and  if  default  is  made  by 
e  ultimate  transferee,  they  all  become  simultaneously 
kble  for  the  amount  unpaid. 

The  contributions  received  from  the  "B"  list  are  not 
•ecially  applicable  for  the  payment  of  the  debts  in  respect 
which  they  were  made,  but  become  assets  of  the  company 
nerally,  and  are  therefore  applicable  pari  passe  to  all  the 
ibts  of  the  company. 

The  list  qt  contributories  being  settled,  the  court  will,  at 
e  instance  of  the  liquidator,  proceed  to  make  calls  upon 
e  contributories  for  the  pa3rment  of  all  or  any  sums  the 
urt  deems  necessary  to  satisfy  the  debts  and  liabilities  of 
e  company  and  the  cost  of  the  winding-up,  and  the  ad- 
stnient  of  the  rights  of  the  contributories  amongst  them- 
Ives. 

The  court  will,  in  making  a  call,  take  into  consideration 
e    probability  that  some  of  the  persons  upon  whom  the 

II  is  made  may  wholly  or  partly  fail  to  pay  their  respective 
rtions  of  the  same. 

Any  attempt  by  a  contributory  to  resist  the  making  of  a 
II  is,;in  general,  futile.  The  mere  probability  of  large  sums 
ing  realised  from  the  general  assets  of  the  company  is  no 
IS  on  why  the  contributory  should  be  convcnienced  by  de- 
ring  the  creditor.  The  amount  of  the  proposed  call  may 
wever,  occasionally,  for  good  reason  shown,  be  diminished. 

A.f  ter  an  order  for  call  has  been  made,  a  copy  thereof  must 
served  upon  each  of  the  contributories  included  in  such 


case,  and  in  default  of  payment  of  the  amount  within  the 
time  specified,  a  further  order  will  be  made  on  these  in 
arrear,  to  pay  the  amount  still  owing. 

Until  all  the  creditors  of  a  company  are  paid  in  full,  a 
contributory  of  a  limited  company  cannot  set  of!  any  sum 
due  to  him  by  the  company  against  calls  due  from  him  to 
the  company. 

In  cases  of  members  who  have  had  shares  issued  to  them 
without  paying  for  the  same  in  cash,  and  without  registra- 
tion of  the  proper  contract  with  the  Registrar  of  Joint  Stock 
Companies,  it  is  usual  to  enter  them  on  the  "  A  "  list  of 
contributories,  and  leave  them  to  dispute  before  the  court 
their  liability  to  pay  up  the  full  amount  of  their  shares. 

Besides  the  collection  of  assets,  an  important  function  of 
the  liquidator  is  the  proof  of  debts  alleged  to  be  owing  bj 
the  company.  For  the  purpose  of  ascertaining  the  amounts 
of  debts  and  claims  against  the  company,  advertisements 
are  inserted,  directing  creditors  to  send  in  claims  within  a 
specified  time.  The  liquidator  then  proceeds  to  adjudicate 
upon  them ;  and  in  cases  where  he  doubts  the  validity  of  the 
claim,  he  may  require  the  claiming  creditor  to  come  in  and 
prove  his  debt  by  affidavit.  Any  creditors  so  proving,  are 
entitled  to  add  the  costs  of  proof  to  their  debt. 

Interest  on  all  debts  and  claims  allowed,  is  reckoned  as  to 
such  of  them  as  carry  interest,  according  to  the  rate  they 
respectively  carry.  On  claims  that  do  not  carry  interest  4 
per  cent,  will  'be  reckoned  from  the  date  of  the  winding-up* 
and  payable  after  the  costs,  debts,  and  claims  have  been 
paid. 

By  the  Judicature  Act,  1875,  (s.  10),  the  rules  for  the* 
valuation  of  securities  of   insolvent   companies,  and    the 
rights  of  claimants  and  creditors  are  to  be  the  same  as  those 
in  force  for  the  time  being,  under  the  law  of  bankruptey. 

Secured  creditors  have  therefore  to  value  their  securities 
for  the  purposes  of  their  proof. 

It  is  noteworthy  that  the  bankruptey  rules  as  to  reputed 
ovmershipy  do  not  apply  to  the  winding-up  of  a  company, 
neither  are  the  unregistered  debentures  of  a  company  void 
as  unregistered  bills  of  sale  as  against  the  liquidator. 

One  of  the  powers  of  a  liquidator,  which  it  often  becomes 
necessary  for  him  to  exorcise,  is  his  power  of  examining,  on 
oathf  through  the  court,  any  person  or  officer  of  the  company 
whom  he  may  suspect  of  ha\ing  any  of  the  property  of  the 
company  in  his  possession,  or  from  whom  he  may  require  to 
extract  information  concerning  the  trade,  dealings,  estate, 
or  effects  of  the  company.  This  power  affords  him  an  ample 
opportunity  for  clucidatitlg  any  transactions  of  the  company, 
which  he  may  consider  suspicious,  and  requiring  explana- 
tion. 

When  the  liquidator  suspects  that  any  past  or  present 
director,  or  officer  of  the  comjmny  has  missapplied  its  funds, 
or  become  liable  to  make  good  any  of  its  moneys,  or  has  been 
guilty  of  any  misfeasance,  or  breach  of  trust,  in  relation  to 
the  company,  it  is  the  duty  of  the  liquidator  to  examine  into 
the  conduct  of  such  person,  and  apply  to  the  court  to 
compel  him  to  repay  any  monies  so  misapplied. 

This  summary  power  is  most  conveniently  enforced  by  an 
examination  on  oath  of  the  person  whose  conduct  is 
impugned,  under  the  powers  I  have  just  referred  to. 

Nothing  can  well  be  more  complete  than  the  powers  which 
are  placed  within  reach  of  a  liquidator,  to  sift  thoroughly 
every  transaction,  and  to  enforce  restitution  in  cases  of 
misfeasance. 

The  witness  is  bound  to  answer  all  relevant  questions, 
unless  he  swears  that  he  believes  that  his  answers  would 
render  him  liable  to  a  criminal  prosecution. 
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This  does  not  allow  me  to  do  more  than  glance  at  the 
effect  of  sapervision  orders  and  TOluutary  liqnidjbtors. 

When  a  company  is  in  volontary  liquidation,  the  court 
may  make  an  order  for  its  winding  up,  if  satisfied  that  the 
eontinaance  of  the  Toluntary  winding-up  is  prejudicial  to  the 
rights  of  the  creditors. 

The  court  thus  frequently  orders  the  continuance  of  a 
voluntary  winding-up  subject  to  its  supervision.  In  such 
cases  the  volunta^  liquidators  are  generally  continued  as 
official  liquidators. 

The  effect  of  a  superrision  order  is  to  allow  the  liquidator 
■ablect  to  any  restrictions  imposed  by  the  court,  to  exercise 
all  bis  powers  without  the  intervention  of  the  court  in  the 
same  way  as  if  the  liquidation  were  altogether  voluntary. 

He  is  thus  enabled  to  obtain  the  assistance  of  the  court 
wherever  he  requires  it,  and  at  the  same  time  the  expense 
attendant  on  continual  applications  at  chambers  is  avoided, 
and  the  assets  of  the  company  remain  under  the  sole  con- 
trol of  the  liquidator. 

In  the  case  of  a  voluntary  winding-up  the  company  so 
being  wound  up  retains  its  corporate  statp  and  all  its  cor- 

S orate  powers,  the  liquidator  assuming  plenary  powers  to 
eal  with  the  assets  of  the  company,  the  powers  of  the 
directors  ceasing  on  the  appointment  of  the  liquidator. 

A  voluntary  liquidator  may,  without  the  sanction  of  the 
eourt,  exercise  all  the  powers  of  an  official  liquidator,  and 
where  he  requires  assistance  he  is  empowered  to  apply  to 
the  court  to  determine  any  question.  Whilst  the  wmdmg- 
up  continues  he  must  call  annual  meetings  of  the  members, 
and  at  its  conclusion  he  must  lay  a  complete  account  of  his 
dealings  with  the  assets  before  a  meeting  of  the  company. 

In  concluding  my  lecture  to-night,  1  look  back  with  regret 
at  the  many  points  which  the  stem  limits  of  time  have 
necessitated  my  passing  by,  either  unnoticed  altogether,  or 
with  such  a  cursory  glanca  as  to  leave  its  want  of  fuller 
treatment  the  more  apparent. 


NOTTINGHAM  AND   MIDLAND  COUNTIES 
ACCOUNTANTS'  STUDENTS'  ASSOCIATION. 


The  opening  meeting  of  this  association  for  the  autumn 
session  was  recently  held  at  King  John's  Chambers,  Bridle- 
•mith-gate,  the  president,  Mr.  R.  Mellors,  F.C.A.,  in 
the  chair.  The  presiden^^  delivered  an  opening  address, 
in  which  he  expressed  the  pleasure  it  gave  him  to  meet  the 
members,  whom  he  trusted  had  returned  after  the  holidays 
with  rene .ved  energies.  He  alluded  to  the  bad  state  of.  trade 
which  he  ascribed  as  due  in  a  large  measure  to  the  depressed 
■tate  of  agriculture,  upon  which  depended  to  a  great  extent 
the  other  interests  of  the  nation.  Referring  to  the  depressed 
■tate  of  business  in  the  profession,  he  attributed  this  m 
some  measure  to  the  working  of  the  new  Bankruptcy  Act, 
which  had  already  made  its  influence  felt  on  the  trading 
community,  though  it  had  not  benefited  either  accountants 
•r  solicitors,  but  while  in  his  opinion  there  was  a  necessity 
for  amoiification  of  its  provisions,  especially  with  regard  to 
proxies,  yet  when  it  was  better  known  it  would  be  more 
Appreciated  than  at  present.  After  referring  to  the  various 
changes  which  had  been  made  by  legislation,  including  the 
great  reduction  in  the  number  of  bills  of  sale,  he  remarked 
that  it  was  satisfactory  to  note  that  althoug    trade  was  so 


depressed  the  deposits  in  savings  banks  were  stesdilja- 
creasing.    The  Merchant  Shipping  Bill,  which  had  reeo::; 
been  introduced,  but  which  had  been  abaxidoned  for^it 
session,  would,  he  thought,  have  a  great  tendency  to  cm 
the  shipping  from  this  country,  and  althon^  he  sppzcra^ 
of  some  restrictions  being  placed  upon  ahipownexs,  it  vui 
subject  which  required  very  careful  attention.    GoBsidenlu 
benefit  had  accrued  by  the  abolition  of  the  death  dates  z 
smaller  oases,  and  the  advantages  whioli  were  now  opesei 
out  would  result  in  a  oonsiderable   saving  to  the  audi; 
classes,  but  he  deprecated  the  system  of  centralisationvtie 
was  now  carried  on  with  regard  to  administratian  sxi 
which  resulted  in  loss  of  time  and  increased  expecK.  ii 
he  was  of  opinion  that  great  benefit  woold  be  derived  frj: 
the  constituting  of  local  authorities  to  act  in  these  m&uei 
The  recent  disclosures  in  connection  with  ▼arioasmofi.cjw 
accounts  showed  the  necessity  of  having  thoroagbljeri 
petent  auditors,  and  such  persons  shonld,  in  his  opiniat  :• 
professional  accountants.    The  same  remarks  wonld&n; 
to  joint  stock  companies,  but  he  was  of  opinion  dist  ?. ' 
auditors  should  not  bo  so  easily  removed  as  at  presect.  ^ 
he  regretted  that  in  the  Bill  introduced  daring  the  V 
session  some  provision  had  not  been  inserted  for  g:-^ 
greater  security  to  auditors  in  the  performance  cf  hl 
duties.     Several  letters  had  recently  appeared  in  the  msv 
papers  with  regard  to  building  societies,  which  had  gM: 
outgrown  the  purposes  for  which  they  were  first  estsb  ijt. 
and  which  had  now  become  gigantic  financial  instiic: 
and  as  such  should  be  subject  to  more  direct  supenib-: : 
the  interests  of  the  members  than  at  present.     The  ^  " 
of  education  was  daily  making  the  cooapetition  in  b:>  -  - 
and  their  profession  keener.     Since  1870  16  millic^-^ 
been  spent  in  providing  school  accommodation  alone,  «. 
a  great  increase  had  taken  place  in  the  ntunber  of  Usu^- 
in  our  elementary  schools.     It  behoved  the  menabezs  c. :. 
profession  by  study,  by  using  all  the  means  which  l::i 
their  power,   to  improve  themselves,  and   this  men  :-- 
ticularly  with  regard  to  students  who  were  joong,  aci « 
had  these  opportunities  before  them,  which,  if  ne^i- 
would  not  occur  again.    In  conclusion,  he  hoped  tL.: 
results  of    the  session  would  be  advantageous  to  s.^ 
members,  and  he  wished  every  success  to  those  mt-'' 
who  intended  sitting  for  the  December  examinaticn  .:  - 
Institute. 

A  conversation  followed,  in  which  the  nece^^irv  f:r  ■ 
accounts  of  charitable  institutions  being  aadited  ij  : 
fessional  accountants  was  introduced  by  Mr.    A.  Dor.^.  - 
Among  the  members  who  took  part  in  the  discossian  '*.: 
Messrs.  Sackett,  Derbyshire,  Oarry,  and  Proctor. 

On  the  completion  of  this  the  Hon.  Sec.  (Mr.  A.  C.  Eoct  * 
A.G.A.),  read  the  following  paper  on  **  Institute  Exa:^- 
tions." 

Mr.  President  and  Gentlemen  : — 

It  was  thought  by  the  committee  that  during  the  ^-^- 
a  paper  on  the  Institute  examinations  and  the  bei-t  :n. 
of    preparing  for  it,  might  be  useful  to  those  me:: 
intending  to  present  themselves  at  some  future  tiist  - 
as  I  had  had  tne  opportunitv  of  pressing  the  final  exax.: 
tion,  and,  in  consequence,  the  preparation  for  it,  thej  a^- 
mo  to  give  a  short  paper,  and  as  it  would  be  dJ&c^- 
occupy  a  whole  evening  upon  it,  thought  it   niL|;hx      I 
profitably  be  read  on  our  opening  night,  and  vher 
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matter  was  mentioned  to  oar  president,  he,  not  a  little 
thankful,  I  am  inclined  to  think,  most  willingly  consented  to 
it,  as  he  thought  h«  would  be  able  to  make  his  remarks  shorter, 
therefore,  gentlemen,  I  have  just  dotted  down  a  few  notes  of 
what  I  thought  would  be  interesting,  and  of  benefit.  I 
perhaps  ought  to  mention  that  I  passed  the  final  examina- 
iion  in  June,  1883,  bnt  I  have  no  doubt  that,  after  getting 
;hrough  the  preliminary  examination,  which,  by  the  way,  I 
consider  rather  stiff,  but  still  I  consider  it  right  and  proper 
hat  it  should  be,  as  it  will  ensure  against  those  persons  who 
lave  not  had  a  first  class  education  becoming  members  of 
he  Institute,  the  procedure  for  preparing  for  the  inter- 
nediate  and  final  examination  will  be  the  same,  and  therefore 
ny  remarks  will  apply  to  both. 

Weil,  gentlemen,  I  would  recommend  students  to  take  up 
ne  subject  and  study  it  well,  making  copious  notes  in  a 
ocket  memorandum  book,  before  taking  up  another  subject. 

say  pocket  because  it  is  so  convenient  at  any  spare 
loment  to  take  out  your  book  and  look  at  your  notes,  and  I 
)und  that  thoughts  often  struck  me,  and  I  could  generally 
etter  remember  what  I  made  at  such  times  than  when  I 
it  down  for  two  or  three  hours'  study ;  or  else,  if  several 
ibjects  are  in  preparation  at  the  same  time,  confusion  is 
kely  to  follow,  and  this  more  especially  with  the  Bankruptcy 
id  the  Companies'  Acts,  as  the  procedure  in  some  cases  is 
)ry  similar.  I  would  remind  students  that  it  is  not  wise 
*  sit  at  their  studies  too  long  at  one  time  ;  it  is  better  to 
ake  a  break  and  go  for  a  walk,  or  take  other  recreation, 
id  commence  again.    The  mind  can  only  take  in  so  much 

a  time,  and  by  trying  to  cram  you  are  likely  to  remember 
it  very  little,  and  are  only  wasting  time.  When  reading, 
e  student  will  no  doubt  come  across  passages  which  he 
n't  understand.  Let  me  remind  him  not  to  pass  over 
em,  but  read  them,  and  think  over  and  over  again  until 
I  does  understand  them.  If  possible,  it  is  belter  for  two 
iidents  to  read  together.  The  time  at  the  examination  is 
limited,  one  has  not  the  opportunity  to  sit  thinking,  and  in 
me  of  my  papers  I  had  not  even  tmie  to  read  what  I  had 
itten.  If,  on  reading  the  question,  the  answeris  not  in  your 
nd  immediately,  it  is  best  to  leave  that  question  and  get  on 
th  the  next,  so  as  first  of  all  to  answer  those  questions 
ich  you  feel  well  able  to,  and  then,  if  you  have  time  you 
1  try  the  other  questions.  If  you  spend  too  much  time  in 
nking,  you  will  find  the  two  hours  gone  and  perhaps  not 
many  questions  answered  as  you  would  have  liked.  If 
ire  is  any  member  who  has  not  previously  entered  for  a 
blio  examination,  who  feels  at  all  nervous,  I  should 
3iigly  urge  him  to  present  himself  so  soon  as  he  feels  to 
7B  a  fair  knowledge  of  the  subjects,  for  although  he  may 
;  be  successful,  the  experience  is  worth  having,  and  he 
1  have  much  more  confidence  and  be  more  likely  to 
oeed  when  next  he  enters.  Knowledge  is  not  always  the 
ret  of  success  in  examinations,  and  often  nervousness  or 
nervousness  contributes  greatly  to  the  result.  I  can 
are  you  that  it  tests  the  energies  of  a  person,  both 
1  tally  and  physically,  to  the  utmost,  and  it  requires  a 
.ng  determination  and  a  good  constitution  to  be  able  to 
,h  rough  it.  Here  let  me  lay  that  I  do  not  think  it  ad- 
.ble  for  candidates  to  attend  theatres  or  places  of 
isement.  It  is  necessary  that  they  should  devote  every 
re  moment  in  reading  the  subject  in  which  they  are  next 
e  examined.  Unless  he  has  a  wonderiul  memory  ho  will 
y  like  I  did,  that  a  glance  at  the  subject  as  mentioned, 

refresh  his  memory,  and  in  all  probability  he  will, 
>ngst  the  questions  asked,  find  some  point  at  which  he 
1  ooking  the  previous  e^^ening.  I  would  advise  candidates 
>a.rtake  of  good  nourishing  food,  both  before  and  after 
examination,  each  day.  *'  The  belly  is  the  father  of  the 
,  •  *  Lord  Bacon  says,  and  I  am  sure  the  candidate  will 
benefit  from  following  his  advice. 

,king  the  subjects  Mria^tm  we  first  come  to  bookkeeping, 
y  opinion  the  most  important  subject,  because  upon  his 


knowledge  of  it,  the  business  and  success  of  an  accountant 
mainly  depend,  and  although  most  of  the  knowledge  neces- 
sary to  pass  the  examinations  can  be  obtained  from  reading 
books  on  the  subject,  it  is  absolutely  necessary  that  you 
should  have  had  a  good  practical  experience — practice  can 
only  make  perfect — so  as  to  be  able  to  grapple  with  the 
questions  at  sight,  and  not  have  to  think  as  to  which  is  the 
best  method  to  take.  This  subject  I  found  to  be  the  worst, 
and  I  consider  the  time  allowed  (two  hours)  is  not  half 
enough.  Any  ordinary  fellow  might  be  able  to  answer  the 
questions  in  a  creditable  manner  if  sufficient  time  were 
allowed  him  to  do  so,  but  it  is  not  a  fair  test  of  ability  to  ex- 
pect such  questions  to  bo  answered  in  so  short  a  time. 
Suppose  we  take  two  persons,  say  of  equal  ability,  but  one 
is  slower  than  the  other  ;  the  result  would  be  that  the  slow 
one  would  fail,  and  the  quicker  one  succeed,  and  this  I  think 
is  not  as  it  should  bo.  In  practice,  work  is  not  required  to 
be  done  in  such  short  time  as  the  examiners  expect  you  to 
answer  the  questions  in.  I  think  an  accountant  knows,  or 
ought  to  know,  as  well  as  any  one,  how  much  in  the  shape 
of  figures  can  be  done  in  an  hour,  and  I  think  if  any  of  yon 
were  to  try  to  answer  the  whole  of  the  questions  on  book- 
keeping, set  at  the  June,  1883,  examination,  say  the  writing 
to  be  equal  to  the  style  of  draft  work,  you  would  find  it  im- 
possible to  do  them  in  the  time.  I  was  glad  to  see  this 
matter  taken  up  by  the  editor  of  the  *'  Accmintant^"  as  it  is 
very  important  to  intending  candidates,  but  I  am  not  aware 
that  any  alteration  has  been  made.  As  some  of  you  may 
not  know,  you  will  perhaps  pardon  my  mentioning  that  the 
editor  asked  a  skilled  accountant  to  answer  the  questions  of 
June,  1883,  on  bookkeeping,  and  to  time  himself,  with  the 
result  that  it  took  him  five  hours.  How,  then,  gentlemen, 
can  a  young  fellow  with  orly  five  years'  experience  be 
expected  to  answer  them  in  two  hours  ?  I  have  mentioned 
this,  as  I  consider  it  important  that  students  should  give 
their  attention  to  it,  and  I  would  recommend  them  to  take 
the  papers  set  at  each  of  the  previous  examinations,  not  only 
on  bookkeeping,  but  on  every  other  subject,  and  try  to 
answer  them  at  home,  and  after  having  done  so,  get  some 
senior  member  of  the  profession  to  examine  the  answers  and 
point  out  the  errors.  The  other  day  I  got  the  list  of  ques- 
tions asked  at  the  June,  1884,  examination,  and  I  was 
surprised  to  find  how  very  easy  the  bookkeeping  ones  were, 
and  that  in  the  June,  1883,  examination  one  question  was 
asked  which  would  be  equal  to  seven  questions  of  the  1884 
examination.  This,  I  think,  would  probably  account  for  the 
great  number  of  candidates  who  were  successful,  compared 
with  previous  examinations.  I  think  the  examiners  ought 
not  to  make  these  questions  easier,  but  allow  more  time  to 
answer  them  in.  I,  perhaps,  might  mention  that  I  do  not 
think  good  writing  and  neatness  will  be  any  help  to  your 
success  in  the  examination,  and  I  think  you  will  find  when  you 
are  in  the  examination  room  that  you  have  not  the  time  for 
either.  I  do  not  know  that  it  is  the  wisest  course  for  candidates 
to  study  the  books  recommended  by  the  council  on  this  subject, 
and  I  should  suggest  that  they  choose  some  simple  treatise 
they  can  easily  understand,  and  stick  to  it  until  they  have 
thoroughly  mastered  the  rudiments  of  bookkeeping — then 
the  books  recommended  can  be  studied.  I  am  sure  most 
young  fellows  in  trying  to  study  Kain's  system  will  soon  get 
into  a  hopeless  muddle.  I  would  advise  the  student  to  study 
carefully  any  balance  sheets  of  companies  or  private  firms 
which  he  can  get  hold  of,  as  he  will  find  it  of  great  use  to 
him  when  in  London,  if  ho  can  carry  them  in  his  eye  and 
see  immediately  on  reading  the  question  which  form  of 
balance  sheet  will  suit  it.  It  is  necessary  that  he  should  be 
well  up  in  raising  ledger  accounts,  and  trading  and  profit 
and  loss  accounts,  and  I  would  recommend  him  to  practise 
them  at  every  opportunity. 

The  next  subject  is  auditing,  and  I  think  those  of  you  who 
have  examined  the  questions  asked  at  the  final  examinations 
will  agree  with  me  that  they  have  been  the  very  questions 
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necessary  to  test  the  knowledge  of  the  candidate  to  the 
utmost,  and  I  think  rightly  so.  I  do  not  think  those  candi- 
dates who  have  had  the  opportunity  of  auditing  the  accounts 
of  large  companies  and  firmSf  and  who  have  made  the  most 
of  such  advantages,  will  experience  any  great  difficulty  in 
answering  sufficient  of  the  questions  to  enable  thorn  to  pass. 
Auditing  cannot  be  learnt  from  reading  books  upon  it,  but 
can  only  be  understood  by  observation  and  practical  experi- 
ence. I  would  recommend  students  to  read  Pixley  on 
Auditing,  which  will  give  them  a  general  idea  of  the 
principles.  If  possible,  I  think  a  candidate  should  have 
bad  twelve  months'  constant  practice  in  auditing.  Candi- 
dates should  also  read,  very  carefully,  the  different  lectures 
given  by  chartered  accountants  on  auditing,  at  ^lanchcstcr, 
Liverpool,  Ac,  which  will  be  found  in  the  Accountayits* 
Students'  Journal.  1  derived  great  benefit  from  studying 
the  lectures  upon  the  different  subjects  delivered  to  the  mem- 
bers of  the  various  Students'  Societies,  which,  as  I  before 
stated,  the  Students*  Journal  contains. 

The  third  subject  ifl  the  Adjustment  of  Partnership  and 
Executorship  Accounts,  .and  with  some  accountants  it 
forms  an  important  part  of  their  business,  and  I  have  no 
doubt  in  saying  that  those  of  you  who  happen  to  be  in  such 
an  office,  will  not  find  the  questions  at  all  difficult  to 
answer ;  but  with  others  I  am  afraid  it  will  be  no  easy  task. 
I  think  in  this  town  the  solicitors  keep  most  of  the  Execu- 
torship Accounts  in  their  own  offices,  but  where  it  is  pos- 
sible students  should  have  practical  experience  so  as  to 
readily  understand  the  necessary  accounts  to  raise  in  open- 
ing trust  accounts,  and  to  have  in  your  mind  the  forms 
necessary  for  proving  the  will,  rendering  Legacy,  Succession 
and  Residuary  Accounts,  otherwise  they  must  form  their 
own  ideas  from  reading,  which  is  not  the  simplest  thing  to 
do.  I  first  read  Houldsworth's  Is.  book  on  the  Law  of 
Wills,  and  in  it  I  marked  all  points  which  J  considered 
important,  and  were  likely  to  be  asked  by  the  examiners, 
after  which  I  read  **  Williams  "  on  the  Law,  and  found  it  a 
capital  book,  but  it  requires  a  lot  of  reading  and  study,  and 
causes  you  to  think,  and  proves  how  very  necessary  it  is 
that  the  greatest  care  should  be  taken  in  the  drawing  of 
wills.  It  deals  very  fully  with  many  cases  of  doubt  in 
wills,  and  gives  you  all  the  information  necessary  to 
distribute  the  estate  of  a  deceased  person.  Walker  on 
Executors  is  easier  to  understand  and  does  not  require  so 
much  reading,  but  where  the  student  has  the  chance  of 
leading  the  former  I  should  recommend  him  to  do  so.  . 

With  regard  to  partnership  accounts,  it  is  also  necessary 
that  practical  experience  should  be  had,  but  as  partners  are 
generally  guided  oy  articles  of  partnership,  it  is  necessary 
that  the  law  should  be  carefully  read  so  tnat  the  rights  of 
partners  between  themselves,  and  the  rights  of  partners  and 
third  parties  (or  the  public),  the  manner  in  which  assets  are 
administered,  the  order  of  priority  in  which  liabilities  are 
discharged,  and  the  division  of  profits  or  losses,  and  the 
final  adjustment  of  partners  capital,  and  loan  accounts, 
should  be  well  understood.  I  first  road  Lewillyn  Smith's 
Is.  book  and  then  Pollock's  Digest  of  the  Law,  the  latter 
being  a  very  handy  work.  Lindloy's  is  the  book  recom- 
mended, but  although  it  is  a  first  rate  book  it  requires  a  lot 
of  redding  and  study,  and  I  think  is  more  a  book  of  refer- 
ence. On  these  two  subjects  the  candidate  cannot  be  too 
careful  in  giving  the  reasons  for  his  answer  and  quoting  if 
possible  the  law.  My  idea  of  these  questions  is  that  they 
are  very  vague  and  catchy.  I  remember  some  of  the  ques- 
tions at  June,  1883,  could  have  been  answered  in  several 
ways  according  to  the  circumstances  of  the  case,  and  I 
would  recommend  candidates  to  be  very  explicit,  so  that  the 
examiners  will  see  that  the  subject  has  been  thoroughly 
studied. 

The  fourth  subject  is  the  Bights  and  Duties  of  Liquida- 
tors, Trustees  and  Receivers.  As  you  are  aware  with  the 
1st  Jannary,  1884,  the  New  Bankruptcy  Act  commenced, 


- 


and  from  what  I  have  read  of  it  those  candidates  t  .. . 
any  knowledge  of  the  duties  of  trustees  inulfr;!-- 
18G9,  will  have  no  difficulty  in  undorstanlii:;  t  - 
under  the  now  Act.     In  fact,  I  think  it  is  sin::  .•?  t    . 
stand  in  consequence  of  liquidation  and  comj^^.t  _ 
abolished.     With  regard  to  liquidators  I  do  no;  :.. 
can  improve  upon  the  book  recommended,  vi: .  i 
but  I  also  read  Farrier  on  the  Joint  Stock  ('on.p::i  • 
and  if  this  book  is  not  out  of  print  I  should  ^ecomr.>-^. 
to  obtain  it.     The  price  is  6s.  and  there  is  &  ^le.:  -. . 
information  in  it,  not  only  on  the  Companiea  A'  In  ^ 
on  bookkeeping,  and  especially  the  keeping  of  :h.'  - 
of  limited  companies.     It  also  deali  with  uc  .. 
liquidators  under  voluntary  winding  up,  wicdir.g  a; 
the  supervision  of  the  Couit,  and  winding  up  by  •  .t 
and  as  these  duties  are  very  responsible  it  is  hi:'/,  - 
tant  that  a  candidate  should  have  an  accurate  kn 
them.     In  the  provinces  students  have  not  the  v.j.c 
of  practical  experience  as  those  in  London,  bu: «:.-. 
have  had  the  opportunity  I  do  not  think  theywiijc.;- 
any  difficulty. 

The  fifth  subject  is  Bankruptcy  and  Compiny  b' 
after  the  candidate  has  studied  the  books  I  Lwc  :> 
mentioned,   I  think  his   knowledge  will  be  >i : . 
enable  him  to  answer  the  questions  on  this  sulji.'v 

On  the  Companies  Acts  he  should  take  care  tn  re  i '    ' 
the  different  Acts  passed  between  the  years  I'^i..!-  " 
should  also  understand  the  form  of  the  Mem  r.:  • 
Articles  of  Association,  and  the  steps  necessary  i  • 
the  purpose  of  incorporation.     Calls  on  shans  :    - 
shares,  and  the  liability  of  the  transferor, forfcitirc  :' 
and  the  conditions    on  which    this  mar  be  u.iv 
directors,  conversion    of    shares    into    stock,  ip  - 
capital,  and  the  requirements  of  the  Act  beforv?  i^- 
done,  the  procedure  and  business  which  m&T  be  tr: 
at  general  meetings,  the  rights  of  members  t^; ' ' 
powers  and  liabilities  of  directors,  the  decUrat;  l  ■'■ 
dends,  the  keeping  of  the  accounts,  and  also  :^<-- 
audit. 

With  reference  to  the  Bankruptcy  Act  student*  >- 
able  to  prepare  a  statement  of  affairs  which,  al:b  - 
when  understood  generally  a  matter  of  routine  U'  ' 
time    and    experience  to  be   able  to   go  about  .'• 
systematic  way.     The  duties   you  may  be  call-. 
do  when  appointed  special  manager  of  an  est.'.ti 
understood  by  the  candidate.    There  are  so  niaLT . . 
points  that  it  would  take  up  an  evening  to  enu£)^  ■ 
and  af fcer  I  had  done  so,  the  student  would  be  c>  - 
read  the  Act  for  himself,  so  that  I  think  I  bJ.i  >"• 
on  to  the  next  subject  which  is  the  Law  of  Ar^' v^' 
Awards  and  Mercantile  Law,  and  although  it  i>  v.x  v 
by  no  means  the  least  important.     As  most  of  y  -^ 
doubt,  aware  it  is  now  no  unusual  thing  for  aii 
of  good  standing  to  be  called  upon  to  act  as  »ri^-' 
settle  disputes  between  parties,  and  this  more  ?-^> 
when  questions  of    accounts   are   involved,  an \.' 
therefore  see  that  it  is  essential   that  his  knov^t^^ 
law  on  this  subject  should  be  oxtenaive.    Tie  ■ 
ought,  therefore,  to  study  this  subject  very  carJ- 
to  know  what  is  an  arbitrator,  what  is  an  awa'"'  ■- 
requisites  of  an  award ;  the  submission  to  arr:ir ' 
may  be  parties  to  a  reference  to  arbitration.  ^'^' 
referred,  and  the  duties  and  powers  of  an  arbiti:»t ' 
I  think  the  questions  asked  have  been  vcn*  !•' 
difficult  to  answer,  and  the  candidate  ought  to :.  *• 
knowledge  by  reading  Slater's  book  on  the  Li^^  ;• 
tions,  and  this  book  is  now  recommended  by  t. « 
instead  of  Russell's.     Mercantile  Law  fornix  im- 
part of  this  subject,  and  the  candidate  will  ^"'.^^ 
prises,  agency,  partnership,  fire,  life  and  m&xi^'-^\ 
ance,  the  Companies  Acts,  the  Bankruptcy  Act.  t-^ 
Exchange  Act,  the  Bills  of  Sale  Act,  and  the  U^^" 
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ad  Salvage,  and  as  several  of  these  subjects  have  been 
;udied  separately  they  will  not  have  much  trouble  in 
3tting  through  the  examination.  I  do  not  think  the  ques- 
ons  which  have  been  adked  up  to  now  are  exactly  what  one 
ould  expect  accountants  to  be  able  to  answer  in  practice, 
nd  we  should  feel  that  we  ought  to  consult  a  solicitor  upon 
lem.  However,  we  must  leave  the  examiners  the  preroga- 
ve  of  asking  the  questions.  I  read  Smith  and  Slater  on 
[ercantile  Law,  and  I  must  say  that  T  was  more  at  sea 
'ith  this  subject  than  with  any  of  the  others.  I  would 
3mind  candidates  of  the  change  in  the  Bills  of  Sale  and 
be  Bills  of  Exchange  Acts,  which  they  ought  to  read 
eparate  from  Smith  on  Mercantile  Law. 

I  think  I  have  exhausted  the  subjects,  and  so  far  as  I 
smember  I  have  done  so  in  the  order  in  whieh  I  was 
xamined  in  them,  and  perhaps  you  will  excuse  me  if  I  now 
lake  a  few  suggestions  to  those  of  you  who  may  before  long 
nd  yourselves  in  the  examination  room  in  London,  where 
aper,  pens,  and  ink,  are  found  you.  To  those  students  who 
itend  presenting  themselves  in  December,  let  me.  advise 
hem  from  now  up  to  the  time  of  examination  to  read  well 
nd  carefully  all  their  notes.  Ready  and  constant  study  is 
uite  necessary  if  they  desire  to  do  themselves  credit.  In 
onscquence  of  the  short  time  allowed,  the  fact  of  being 
bio  to  word  your  answers  correctly  and  with  brevity  is  a 
ery  important  matter,  and  to  do  this  if  students  were  to 
•ractice  answering  in  their  own  language  some  of  the  ques- 
ions  asked  at  the  previous  examinations,  it  would  materi- 
.lly  assist  them,  and  also  impress  the  memory  more  so  than 
ty'the  bare  fact  of  reading.  I  would  impress  upon  intending 
andidates  that  it  is  no  easy  thing  to  pass  the  examinations, 
.nd  that  before  being  able  to  do  so  it  requires  months  of 
araful  study,  perseverance,  and  practical  work  and  observa- 
ion.  I  believe  a  candidate  must  get  33  per  cent,  of  the 
naximum  number  of  marks  in  each  subject,  and  not  less 
han  50  per  cent,  in  the  aggregate,  before  he  can  pass. 
Candidates  should  make  themselves  aware  of  all  the  com- 
nercial  Acts  which  may  have  been  passed,  or  they  may 
ind  when  they  get  in  London  that  some  Act  has  been 
tmittcd,  and  in  consequence  questions  asked,  and  they  will 
lot  bo  able  to  answer  them.  The  examination  continues  3 
lays  ;  and  2  hours  in  the  morning  from  11  to  1,  and  2  hours 
n  the  afternoon  from  2  to  4  is  devoted  to  each  subject. 
Ifter  the  written  examination  on  Company  and  Bankruptcy 
l,aw,  there  is  a  viva  voce  examination  by  a  barrister  in  a 
)rivate  room.  It  is  advisable  to  have  your  watch  on  the 
able  in  front  of  you  so  as  to  see  how  the  time  goes.  You 
ihould  bear  in  mind  that  even  when  you  have  succeeded  in 
>assing  the  examination  your  studies  will  not  be  ended,  as 
n  accountancy  there  will  alwajrs  be  something  for  us  to 
cam,  and  opportunities  occur  for  us  to  bring  our  knowledge 
nto  practice. 

Now,  gentlemen,  I  must  draw  my  remarks  to  a  close,  and 
n  doing  so  I  feel  how  very  far  short  my  paper  is  of  what  it 
ihould  be,  and  I  can  assure  you  that  I  shall  not  be  in  a  hurry 
o  consent  to  read  another  paper.  When  I  consented  I  had 
lot  the  remotest  idea  that  it  would  be  so  much  trouble  ;  I 
lope,  therefore,  that  all  my  shortcomings  will  be  overlooked. 
[  think  that  student  societies  are  a  great  help  to  candidates 
f  they  take  the  interest  in  them  they  ought  to  do,  and  I  can 
ipeak  to  having  derived  much  benefit  from  attending  two 
ectures  of  the  Manchester  Students*  Society  at  Manchester. 
3ur  Society  has  not  been  in  existence  long  enough  to  have 
jeen  of  much  benefit  to  students,  but  one  who  passed  at  a 
recent  examination  wrote  to  me  to  say  he  had  derived 
i^cnefit  from  his  membership.  We  have  now  a  good  list  of 
n embers,  and  I  hope  each  member  will  try  to  induce  all 
tvlio  are  qualified  to  be  nfembers  to  become  so,  and  so  help 
>ur  funds  and  enable  us  to  be  successful. 

Votes  of  thanks  to  the  president  and  secretary  brought  the 
nee  ting  to  a  close. 


THE  SHEFFIELD  CHAETERED 
ACCOUNTANTS'  STUDENTS'  SOCIETY. 


LIMITED  COMPANIES. 
By  Mr.  William  Wino,  F.C.A. 


At  an  ordinary  meeting  of  the  members  of  the  above 
Society,  held  at  the  Law  Society's  Booms  on  the  26th 
November,  Mr.  T.  G.  Shuttlewobth,  F.C.A.,  (the  president) 
in  the  chair,  Mr.  William  Wino,  F.C.A. ,  read  the  following 
paper : — 

Undoubtedly,  Limited  Companies  form  a  very  large  pro- 
portion of  the  practice  of  a  chartered  accountant,  and  I 
have  selected  this  subject  in  the  hope  that  we  may  together 
consider  a  number  of  interesting  points,  which,  may  be 
found  useful  in  practice.  It  is  perfectly  clear  that  the  Act 
of  1862  had  two  principal  objects,  the  first  being  to  prevent 
large  trading  undertakings  being  carried  on  by  large 
fluctuating  bodies,  which  created  considerable  difficulty  to 
persons  dealing  with  them,  from  not  knowing  with  whom 
they  were  contracting,  and,  secondly,  to  enable  persons,  not 
in  trade,  and  others  with  surplus  capital,  to  take  up  a  laige 
or  small  amount  of  the  declared  capital  of  the  company, 
without  incurring  personal  liability  beyond  that  in  respect 
of  the  shares  subscribed  for  by  them. 

Referring  for  a  moment  to  what  may  be  considered  the 
first  object  of  the  act,  section  4  clearly  gives  the  protection 
to  the  commercial  community  which  was  felt  to  be  needed, 
as  it  requires  all  partnerships  or  other  associations  consisting 
of  more  than  twenty  members,  formed  after  the  commence- 
ment of  the  act,  and  having  for  their  object  the  acquisition 
of  gain,  to  be  registered  under  the  Companies'  Acts,  but 
those  formed  for  charitable  objects,  and  certain  mines  are 
exempt.  The  second  object  appears  to  have  been  to  produce 
a  large  influx  of  capital  to  be  used  in  trade,  which  was  pre- 
viously employed  in  other  ways.  Possibly,  the  severe 
depression  experienced  during  the  last  eight  years  was 
caused  by  such  additional  capital  being  expended  during 
the  inflation  of  trade,  between  the  years  1871  and  1874. 

The  unparalleled  prices  obtained  for  iron,  and  steel,  coal, 
and  other  materials,  were,  at  that  time,  far  in  excess  of 
their  real  value,  and  in  all  probability  those  prices  will 
never  again  be  reached.  It  is  an  undoubted  fact  that  those 
ndustries  had  been  much  neglected,  and  when  the  demand 
for  supplies,  through  exceptional  causes,  showed  the  supply 
to  be  so  greatly  deficient,  the  prices  of  material  were  raised 
accordingly.  The  extraordinary  profits  which  were  made  by 
the  producers  of  these  materials  at  once  attracted  the  atten- 
tion of  capitalists,  and  a  great  amount  of  money  was  soon 
forthcoming  to  develop  these  industries. 
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I  need  hardly  state  that  an  enormous  proportion  of  this 
capital  was  introduced  by  limited  companies,  and  to  a  great 
extent,  were  moneys  made  available  for  trade,  by  the  act  of 
1862.  It  is  quite  clear  that  a  certain  time  must  elapse 
during  the  expenditure  of  capital  in  sinking  pits  and 
developing  them,  and  in  building  furnaces,  &c.,  before  such 
capital  [can  produce  an  income,  and  it  may  be  taken  that 
the  monopolists  succeeded  in  producing  a  large  proportion 
of  the  requirements  during  tliat  period.  I  have  eiidciwoured 
to  show  that,  limited  companies  formed  between  the  years 
1871  and  1874  were  the  means  of  an  extensive  development 
of  trading  concerns,  and  the  production  of  new  and  im- 
proved machinery,  which,  in  all  probability,  caused  the 
gupply  to  so  greatly  exceed  the  demand,  tliat  prices  have 
been  brought  down  to  a  lower  point  than  was  ever  before 
known.  It  would  be  interesting  to  know  how  many  of  the 
limited  companies  which  have  been  wound  up  by  the  court, 
or  voluntarily,  are  those  registered  during  that  period. 

To  proceed,  however,  with  my  subject.  A  company  may 
be  formed  with  not  less  than  7  mem))ors,  and  the  capital 
may  be  suscribed  for  by  shares  or  by  guarantee,  but  its 
capital  must  be  declared  at  the  time  of  registration.  The 
issuing  of  the  capital  is  entirely  at  the  discretion  of  the 
directors.  The  capital  subscribed  is  a  commercial  guarantee, 
and  it  is  a  groat  assistance  to  traders,  as  the  status  of  a 
company  can  bo  more  readily  ascertained  than  that  of  a 
private  firm. 

On  the  registration  of  a  company  it  is  necessary  to  declare 
the  rules  and  regulations  of  that  company,  by  adopting 
certain  memorandum  and  articles  of  association.  In  the 
memorandum  the  company  must  declare  its  name  as  pro- 
posed for  registration  with  tlio  word  *'  Limited  "  as  the  last 
word  of  its  name,  and  state  where  the  registered  oflico  of 
the  company  is  proposed  to  be  situate.  The  object  for 
which  the  company  is  formed,  and  a  declaration  that  the 
liability  of  the  members  is  limited  must  also  be  stated.  If 
the  company  be  registered  with  capital  subscribed  for  in 
shares,  tno  particulars  of  such  capital  and  shares  must  bo 
declared.  If  the  company  be  'limited  by  guarantee,  there 
must  be  a  declaration  that  each  member  undertakes  to  con- 
tribute to  the  assets  of  the  company  in  the  event  of  the 
same  being  wound  up  during  the  time  that  he  is  a  member, 
or  within  one  year  afterwards,  for  the  payment  of  debts  and 
liabilities  of  the  company,  contracted  before  the  time  at 
which  he  ceases  to  be  a  member,  to  the  extent  of  his  guar- 
antee, and  of  the  costs,  charges,  and  expenses  of  winding  up 
the  company.  The  articles  of  association  are  generally 
drawn  up  to  meet  the  special  requirements  of  a  company, 
but  in  a  number  of  instances,  companies  arc  registered,  and 
the  articles  set  out  in  table  *'  A  *'  of  the  act  of  1862  are 
adopted. 

It  is  necessary  that  a  company  shall  keep  books  having 
special  reference  to  its  members,  and  also  a  record  of  trans- 
fers of  shares.  The  directors  have  power  to  refuse  to 
register  any  transfer  from  a  responsible  member  to  a  person 
of  less  responsibility,  but  they  must  register  a  transfer  when 
the  shares  are  fully  paid.  A  register  of  mortgages  should 
also  be  kept  recording  all  charges  given  by  the  company  upon 
its  property  or  assets.  If  a  security  bo  given  to  a  director 
oz  directors  and  the  transaction  is  not  disclosed  in  such 


register,  they  would  lose  the  benefit  of  their  secii:.. 
winding  up  tho  company. 

RefeiTing  to  the  responsibility  of  members,  I  anor.l 
tion   that   tho   liability  of  a  member  for  uncil.';.!  -. 
continues   for   twelve   months  after  the  shares  liiv-  . 
t ran '^f erred  in  the  books  of  a  company. 

The  directors  have  power  to  make  calls  upon  tho  ^ 
of  a  company  limited  by  shares,  and  the  aiuoun:  ^ 
must  bo  paid  by  the  members  of  the  company  at : .  • 
and  on  tho  date  fixed.     In  case  of  non-paymuiu  uf  i- 
when  due,  tho  directors,  after  serving  formal  nftice    :• 
member  so  in  arrear,  may  cause  the  shares  to  j*:  :  •. 
and  the  calls  and  interest  unpaid  are  generally  ri:c:i  . 
articles  of  association  as  a  liability  of  a  dcfa-ittr.  n.. 
standing   such    forfeiture.     The    sliarcs   then    kiL^, 
property  of   the  company,   and    may    be   re-issutri  I- 
directors.     If  such  powers  were  exercised  it  wou.-i  "i 
edly  cause  an  additional  sum  to  pass  int.->  tiu-  c.z 
capital.     As  there  is  a  desire  to  discuss  points  of  'j.. 
portanco,   I   would  express   my   opinion   th.\t  :bt  — 
received  on  the  shares  so  forfeited  is  available  U:  i-- 
posos  of  a  contingent  fund,  a  reserve  fund,  or  in  .i.< 
where  the  company  has  lost  part  of  its  capital  tui^  . 
so   forfeited   may  be  taken  to  the  credit  of  prti.  . 
account.     At  the  same  time  I  think  it  verydoubtt..    . 
the  directors  would  be  justified  in  declaring  a  uiv;  •,-. 
of  such  profits. 

The  articles  of  association  of  a  company  fix  ux  .- 
of    directors,   and  aUo    provide     for    the    appciitiiL.-" 
auditors,  bankers,  solicitors,  secretary,  &c. 

# 

Now,  with   respect  to  the  position  of  dirrctur-.     " 
we  may  call  them  trustees  of  tho  capital  sum  <.n:r 
tlieir  charge  by  tho  members  of  the  compiuiy ;  ll  >i*.  '- 
they  are  tlw  ami  pa  ntjy  having  authority  touseiL^.-. 
to  transact  the  business  of  the  company.     Thi>  l  -.   - 
one  of  some  responsibility,  and  it  requires  a  bu>:.'  ::- 
make  a  good  director.     It  is  to  the   disadvantage 
capitalists,  who  are  thorough  business  men,  to  k 
of  a  company  which  uses  goods  that  arc  mi.ii'-  : 
soUl  by  a  business  with  which  ho  may  be  connn  u... 
generally  conceded  that  theiaw  will  not  allow  r.:  \  r ..- 
the   position   of   a  director  to  make  profit  by  n  •.>  ^ 
transactions  with  the  company,  although  the  ir.  ^ 
are  fair  and  in  every  way  equitable,  and  in  tho  in:- ' 
the  company.     It  is  expected  that  a  director  wu!  u". 
adjudicate  upon  business,  or  in  fact,  as  a  direct-^:,  i^-- 
in  any  transaction  in  which  he  has,  personally,  a  —'. 
indirect  interest. 

By  tho   Act  of  1867  a  company  may  be  roi^i^:-  - 
articles  of  association,  making  tho  liability  of  v.iu^ 
managers  unlimited,  and  this  may   now  bea*o?:-- 
companies,  by   special  resolution   of    tlie  meniLe:!:.  • 
however,  unlikely  that  this  portion  of  the    coniivi 
will  be  used  to  any  groat  extent,  as  directors  wills::  . 
responsible  for  liabilities,  which  should  be  properly  i  . 
the  members  of  a  company  to  the  extent  of  the  L-- 
capital. 

Perhaps  tho  most  important  position  conn^t<.i ' 
limited  company  is  that  of  the  auditor,  and  it  i^  - 
position  that  a  chartered  accountant  is  e5»sontially  n-. 
An  auditor  should  ha\c  an  extensive  comnierciafi-  - 
and  a  fair  knowledge  of  legal  subjects,  both  iiin.  •• 
the  companies'  acts,  and  general  commercial  law.    h- 
also  be  a  good  and  efficient  accountant,  well  abk  v  *•► 
hand  tho  books  of  a  company,  no  uiattcr  whatb^'--" 
carried  on,  and  further,  he  is  expected  to  ha\*e  s^-'i^-  - 
ledge  of  all  businesses.     He  should  be  qualified  t  *  >  : 
mentaliso  a  general  trading  account*  and  oscciu-^ 
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result  of  the  separate  departments,  and  with  the  general 
aiowledgo  which  he  should  possess,  discover  any  weak  place 
n  the  trading  which  has  resulted  in  loss,  or  that  which  is  of 
in  unprofitable  character.  The  duties  of  an  auditor  are  of 
*-cry  wide  range  indeed,  and  are  quite  sui'liciont  for  an  oxten- 
■iive  separate  paper ;  but  generally,  his  duties  may  bo 
Linderstuod  to  bo  "that  he  must  watch  over  the  capital  of 
:lie  company,  and  examine  the  transactions  of  the  directors 
ooforo  reportmg  to  the  shareholders  upon  the  result  of  the 
y'ear's  tnuling."  In  addition  to  the  position  he  occupies  as 
;lie  representative  of  the  shainholders,  ho  is  also  in  a  position 
\lmo8t  amounting  to  a  guarantee  to  tlic  creditors  of  a 
^oinpany.  In  fuitilling  his  duties  it  is  necessary  that  he 
nsi)ect  all  the  vouchors  for  payments,  and,  generally,  to 
ipprove  the  balance  sheet  as  being  a  fair  and  representative 
itatement  of  a  company's  position.  It  hag,  undoubtedly, 
3een  proved  to  be  of  great  assistance  to  the  an  litor,  where 
;he  directors  of  a  company  insist  upon  all  moneys  received 
jcing  paid  into  the  bank,  and  all  payments  over  CI  or  .t2 
K-iiig  paid  by  cheque.  This  may  easily  be  arranged  by 
l^ivinj?  the  cashier  a  cheque  for  a  round  sum  of  £20  or 
ipwarls,  according  to  the  requirements,  and  he  should  pro- 
iure  to  the  directors  a  li^^t  of  such  payments,  who  would 
;hon  give  a  cheque  for  the  total  amount,  and  so  bring  the 
iiununt  in  hand  the  same  as  originally  advanced.  By  this 
iK'thod  all  iMifjiiu'iits  come  before  the  directors  for  their 
ipproval. 

A  company  should  hold  certain  general  or  ordinary  mect- 
nU"^  of  sliareholders  for  the  purpose  of  submitting  a  state- 
iient  of  accounts  and  the  auditor's  report.  These  meetings 
iro  usually  fixed  by  the  articles  of  association,  to  be  held 
ru'irly  or  half-yearly,  but  the  first  general  meeting  of  the 
di.ireholders  must  be  held  within  four  months  of  registra- 
ion. 

The  balance  sheet  and  the  directors*  report  submitted  to 
;lio-^e  meetings  sliould  be  as  intelli'4il)le  as  possible,  as  the 
iKiinbers  have  no  furtlier  opportunity  of  discussing  the 
rompany's  atfairs  with  the  directors. 

Tlie  profit  shown  to  have  arisen  upon  a  half-year's  or 
•rar's  trading  is  generally  discussed  at  such  meetings,  and 
t  is  within  the  powers  of  directors  to  recommend  the 
loc  laration  of  a  dividend  to  be  paid  out  of  such  protits.  It 
s  a'  o  within  the  powers  of  directors  to  set  aside,  out  of  the 
)ro:lts,  certain  sums  for  contingencies,  and  as  a  reserve  fund. 
,\  hile  referring  to  the  proiit  of  a  limited  company,  it  is  per- 
ia[)S  Lidvisablo  to  refer  to  the  act  of  18<S0,  which  provides 
ii.it  a  company  "  by  special  resolution,  may  return  un- 
'  tlivided  profits,  which,  with  the  consent  of  shareholders,  is 
'  av:.ilal)le  to  be  divided  as  bonus  or  dividend,  as  part  of 
ho  capital — such  return  is  to  increase  the  liability  upon  the 
ii.ue-5  in  respect  of  unpaid  capital."  This  is,  in  practice, 
iiorouuhly  absurd,  as  protit  is  a  liability  of  a  company  to 
ts  ineinbers,  in  a  Idition  to  the  paid  up  capital ;  in  face,  it 
^  the  sur])lus  of  assets  over  liability,  including  capital.  If 
siiHi  of  money  be  paid  in  that  manner,  it  must  be  x^aid  out 
£  the  assets  of  the  company  and  be  debited  to  capital 
,cc<nint,  and  as  this  would  reduce  a  liability  to  the  same 
mount,  the  profit  is  not  divided  at  all.  What  I  imagine 
fA.-.  intended  by  that  short  act  was  to  allow  directors  having 
iirphis  assets,  or  rather,  too  much  "working  capital"  to 
uLurn  to  the  shajeholders  such  portion  as  was  not  required 
jr  the  purposes  of  the  company. 

A  company's  business  is  worked  upon  practically  the 
:mie  lines  as  a  private  undertaking,  but  subject  to  the 
^  I  tides  of  Association  instead  of  Articles  of  Partnership. 
♦rc'Viision  is  made  fur  voluntary  and  compulsory  dissolution, 
n  iiic  case  of  an  iiibolvent  company  the  assets  are  divided 
inc-)]ig  the  creditors  practically  in  the  same  manner  as 
ii(i(.'r  the  Bankruptcy  Act  of  18G9.  I  imagine  it  was 
jc^.t'ctod  that  limited  companios  would  pay  all  creditors  in 


full  as  wages,  salaries,  &c.,  were  not  originally  considered 
preferential  claims.  It  was  thought  that  the  Judicature 
Act  passed  in  1873,  provided  for  the  preferential  payment  of 
such  claims,  but  subsequently  it  was  found  necessary  to  pass 
the  Act  of  1S83  to  assimilate  the  Bankruptcy  Act  and  the 
Companies  Acts. 

As  a  proof  of  the  im}X)rtance  of  limited  companies,  we 
have  the  fact  that  almost  all  the  Joint  Stock  Banking  Com- 
panies have  been  registered  since  the  passing  of  the  Act  of 
1879.  This  Act  givos  security  to  the  customers  and  inves- 
tors to  the  extent  of  a  declared  capital,  and  also  to  the 
value  of  the  ihsue  of  notes.  The  liability  in  respect  of  the 
notes  in  circulation  is  in  my  opinion  perfectly  fair  as  they 
undoubtedly  represent  capital  employed  by  bank  of  issue, 
and  may  bo  considered  as  a  further  capital  provided  by 
guarantee.  Each  bank  registered  under  this  Act  must 
appoint  an  auditor  who  shall  examine  the  accounts,  and 
perform  the  same  duties  as  are  required  by  the  auditor  of 
trading  companies  registered  under  the  Acts  from  1862  to 
1883.  It  is  also  satisfactory  to  find  that  owing  to  the  large 
growth  of  the  most  extensive  undertakings  it  has  been  found 
advisable  to  register  them  as  limited  companies,  and  so 
receive  that  ofTicial  supervision  which  is  given  in  the  Com- 
panies Acts. 

It  is  quite  true  that  a  limited  company  will  seldom 
obtain  such  good  results  in  tradmg  as  a  private  business, 
but  it  is  within  my  own  knowledge  that  businesses  carried 
on  by  limited  companies  achieve  great-  success.  It  must 
be  remembered  that  a  large  amount  of  capital  is  now 
employed  in  trade,  which  was  some  time  ago  producing  only 
a  small  rate  of  interest,  and  if  the  Companies  Acts  will 
enable  such  moneys  to  bo  invested  in  commercial  under- 
takings, to  produce  7^  per  cent,  and  upwards,  it  must  be 
allowed  that  they  are  a  great  advantage.  There  is  little 
doubt  that  very  few  private  firms  would  feel  satisfied  with 
the  result  of  their  trading  if  it  produced  so  small  a  per- 
centage of  profit. 

I  believe  that  one  great  cause  of  disappointment  with 
investments  in  limited  companies  often  arises  in  the  thought- 
less way  in  which  dividends  are  declared.  For  instance — a 
laiL^e  proiit  is  made  in  one  year,  and  at  the  annual  meeting 
it  is  diviikd,  representing  perhaps  10  per  cent.,  15  per  cent., 
or  20  per  cent.,  and  the  next  year  through  unfortunate 
circumstances  very  little  or  no  profit  whatever  is  made. 
This  must  result  in  great  annoyance  to  the  shareholders, 
and  it  is  therefore  necessary  that  directors  should  declare 
dividends  with  the  view  of  continuing  them  about  the  same 
rate  per  cent.,  and  gradually  increase  them  if  circum- 
stances will  permit,  as  a  prudent  man  in  business  would  do 
if  desirous  of  increasing  his  private  expenditure,  i.  e.,  by 
looking  to  the  prospective  position  of  his  business. 

I  strongly  advocate  that  the  servant  of  a  company  respon- 
sible to  the  directors  for  its  management,  should  be  paid 
a  .salary,  and  a  commission  or  premium  upon  the  profits 
shewn  l)y  the  balance  sheet  to  have  been  earned  when 
examined,  and  certified  by  the  auditor.  It  gives  an  indi- 
vidual interest  to  the  employ^,  and  his  interest  and  the 
company's  are  then  identical. 

The  meeting  terminated  with  an  animated  dissoussion, 
followed  by  a  vote  of  thanks  to  Mr.  Wing. 
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ARRANGEMENTS  BETVEEH  DEBTORS  &  CREDITORS, 

Being  a  ct^Ucction  of  Precedents  by  FRANK  DODD,  of  Gray's  Inn, 
Erq.,  Barristcr-at-Law,  with  Intboddotioh  by  HENRY  BOLLAND, 
Esq.,  P.C.A. 

Pfie€2t.6d. 
GEE  ft  CO.  St.  Stephen's  O&unben,  Telegraph  Btraot  E.O. 
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INTERMEDIATE    &    FINAL 


EXAMINATIONS. 


The  following  books  have  been  recommended  by  the 
Cotmoil  of  ihe  Institute  for  the  use  of  Candidates  desirous 
of  passing  the  IimsBMEDUTE  and  Final  Examinations  of 
the  Institute. 


PRIKCIPLES    OF  lERCiNTILE    LAI, 


BT 


JOSHUA  SLATER. 


Pploe  7/6  net. 


EPITOME  OF  THE  UV  OF  ABBITRiTIOHS, 


BT 


JOSHUA  SLATEE. 


Price  7/6  not. 


GEE  ft  Co.,  SI  Stephen*!  Ohamben,  Telegraph  Street,  E.C. 


MR.  JOSHUA  SLATER,  Barrister-at-law, 
author  of  **  Arbitrations  and  Awards,"  **  Mercantile  Law  ftc," 
8,  Piowden-boildinn,  Temple,  is  now  PREPARING  PUPILS  for  the 
Intermediate  and  Final  E«xaminationa  of  the  Institute  of  Chartered 
Aooountaate.  Candidates  also  prepared  priTatelj  or  by  correspondence. 


THE  CHiRTEBED  ACCOUIITilliTS  EXiHlliTIOl  C 


tt; 


l: 


A  student's  help  to  Self-Preparation  for  tiie  Intomedule  a.  F: 

Ezaminations, 

By  GEORGE  PEPLAR  NORTON,  A.C.A.  (Annitice,  Ck^idi  t 
Huddersfield  and  London.)  Prize  Winner,  Final  ExamiLatioc,;::  ' 

This  work  contains: — (1)  about  500  quoslioni  on  the  sabjc.s  « 
ihe  above  examinations,  with  references,  ihowisg where t::: 
answers,  and  dealing  with  all  those  polati  requiriSe  &  S:  • 
special  attention. 

(S.)  A  large  number  of  suggestions  and  hints  on  iicpcitu!  = 
pointing  out  to  Students  what  to  study  and  what  to  i<  >1 

(8.)  Translatins  of  legal  words  and  phrases. 

The  whole  approved  by  the  various  aathon,  vbox  t^  • 
been  quoted. 

Beduetd  Priet  8«.  6d. 

GEE  ft  Co.,  St.  Stephen's  Chambers,  Telegraph  Stm;L: 


NOW     PUBLISHED. 


EXAMINATION    PAPERS 


or  THB 


INSTITUTE    OF    CHAHTEBED    mMB 


The  Questions  set  at  the  INTERMEDIATE  and  FC^'ALHI^ 
TIONS  held  December  last,  with  the  answers  thereto,  om^:  - 
Paper  cotot,  60  pages. 

Pfie€  i«.  M.      Post  Fn*  if.  7i, 


GEE  ft  CO.,  St.  Stephen's  Chambers,  Telegraph  StRet> 


DEEDS    OP    ASSIGNMENT. 

MESSRS.  GEE  &  CO.  undertake  the  s'-^ 
of  these  dooumenta  which,  if  reeeiTed  by  flnt  V^  ^' 
turned  to  the  senders  in  the  oonrae  of  the  lante  day. 
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SUBJECTS  FOR  PRELIMINARY  EXAMINATION,  2nd,  3rd  and  4th  June,  1885. 

wr...««  r^f  Fvo«,i««+i^«       ^^st  and  2nd  Days-lO  to  12—2  to  4— 4.30  to  6. 
Hours  of  Examination:-- 3^  Day-10  to  12-2  to  4. 


1. — Writing  from  dictation. 

2. — Writing  a  short  English  composition. 

3. — Arithmetic. 

4. — Algebra,  to  Quadratic  Equations  (inclusive). 


5. — Euclid  (the  first  four  books). 

G. — Geography — The  British  Isles,  and  Praur?. 

7.— History  of  England— 1135 — 1327. 

8. — Latin  Elementary. 


9. — And  in  any  two  of  the  following  subjects,  one  of  which,  at  least,  must  be  a  language,  to  be  selortci  . 
Candidate : — (1)  Latin  ;  (2)  Greek,  Ancient ;  (3)  French  ;  (4)  German  ;  (5)  Physics  ;  (6)  Chemistry ;  (7)  Animal  Hi v-i 
(8)  Electricity,  Magnetism,  Light  and  Heat ;  (9)  Geology  ;  (10)  Higher  Mathematics. 

The   following    Books    have   been  selected   for  the  Examination  of  Candidates  in   the  opt 
subjects  of  the   Prellminapy   Examination,  to  be  held   In  June,  1885:— 


1,— Latin.    Caesar,  Bell.  Gall.  I.,  II. 

2.— Greek.    Homer.  Od.  IX. 
•3. — French.    No  special  book. 
•4. — German.    No  special  book 

6.— Physics.    The  elements  oi  Mechanics, 
Hydrostatics,  and  Pneumatics. 


6. — Cliemistry.    The  principal  elements  ar- 
more  important  inorganic  comptmn  1- 
7. — Anivial  Physiology. 

8. — Electricity y  Magnetism,  Light  and  Utut. 
9.— Geology. 


10. — Higher  Mathematics.    Algebra,  Trigonometry  and  the  first  six  books  of  Euclid,  or  the  subjects  therec'f 

Bool<s     Recommended. -Epochs     of    Modern    History: — Sbubb's    Early    Plautagencts     (Longm:i:  >.  . 
5.  Magnus's  Mechanics  and  Hydrostatics  (Longmans,  1/6).     Lodge's  Mechanics  (Chambers,  3/-).     6.  Rosco*.-'- 1 
I.  to  XXV.  (Macmillan,  4/C).  7.  Huxley's  Physiology  (Macmillan,  4/6).  8.  Balfour  Stewart's  Physics  (Macmi  ^c 
10.  Hamblin  Smith's  Algebra  (Rivington,  3/-.)    Todhunter's  Trigonometry  (Macmillan,  5/-). 

*  Tho  examination  in  French  and  Gorman  will  consist  of  the  translation  of  easy  passages  from  those  langui:?' 
English,  questions  in  Grammar,  and  translation  of  single  sentences  from  English  into  French  or  Germiui. 

(  INTERMEDIATE  EXAMINATION,  9th  and  10th  June,  1885. 
FINAL    EXAMINATION,    AND    EXAMINATION    EQUIVALENT    TO 
FINAL,  16th,  17th  and  18th  June,  1885. 

Hours  of  Examination :— 11  to  1—2.30  to  4.30. 


SUBJECTS  FOR 


Subjects  for 
Intermediate 
Examination. 


Book-keeping  and  Accounts. 

Auditing. 

The  adjustment  of  Partnership  and  Executorship  Accounts. 

Tho  rights  and  duties  of  Liquidators,  Trustees  and  Receivers. 

The  principles  of  the  law  of  Bankruptcy. 

The  principles  of  the  law  relating  to  Joint  Stock  Companies. 

Tho  principles  of  ^lercantile  Law. 

The  principles  of  the  law  of  Arbitrations  and  Awards. 


I 

) 


Exarnt^ 


The  following  Books  on  the  subjects  of  tho  Intermediate  and  Final  Examinations  are  roconunended  to  Sr 

Pollock's  Digest  of  the  Law  of  Partnership,  Third  Edition,  (Stevens  &  Sons,  8/6). 

Ringvvood  on  the  Principles  of  Bankruptcy,  Tliird  Edition,  (Stevens  &  Haynes  10/6). 
j   Buckley  on  the  Companies'  Acts,  Fourth  Edition,  (Stevens  &  Haynes,  32/-,  or 
I   Hurrell  and  Hyde  on  the  Law  of  Joint  Stock  Companies,  Clowes  &  Sons,  17/0). 

Slater  on  the  Principles  of  Mercantile  Law,  (Gee  &  Co.,)  7/6. 

Slater's  Epitome  of  the  I^aw  of  Arbitration  and  Awards,  (Gee  &  Co.,)  7/6. 

Walker's  Compendium  of  the  Law  of  Executors  and  Administrators,  (Stevens  &  Haynes,  21/-). 
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REPORTS   OF   LECTURES. 

Vhe  article  in  our  last  issue  appears  to  have  rankled 
aowhat  in  the  bosoms  of  one  or  two  of  the  officials  of  the 
adon  Students'  Society.  A  request  has  reached  us  to 
nish  the  Society  with  a  few  instances  where  we  have  not 
eivcd  MSS.  of  lectures,  &c.  On  furnishing  the  Society 
>h  the  last  instance  in  which  we  could  not  obtain  the 
;.,  they  reply  and  assure  us  that  wo  have  permission  to 
te  direct  to  the  various  lecturers  for  their  MSS.    Quite 

but  we  had  taken  this  liberty  before,  and  as  it  has  not 

any   rate  in  several  instances)   secured  us  the  MSS. 

wore  compelled  to  adopt  other  means.  It  does  not 
m  to  strike  the  official  mind  of  this  Society  that  whereas 
!  or  other  of  its  officials  are,  either  verbally  or  through 
respondence,  brought  into  contact  with  the  lecturers, 

arc  probably  looked  upon  as  strangers,  making  a 
acst  which  may  not  accord  with  the  views  of  the  Society 
>ro  which  the  leoture  has  been  delivered*    In  view  of  the 


fact  that  the  organ  which  this  Society  pledged  themselves 
to  support  ceased  to  exist  withiu  a  few  months  of  its  birth, 
we  can  scarcely  now  be  regarded  as  rivals,  and  we  think  that 
the  majority  of  the  members  of  the  London  Studeipts* 
Society  will  wish  to  see  us  placed  on  a  similar  fooling  to 
thi\t  in  which  we  are  regarded  by  the  whole  of  the  country 
societies,  whose  courtesy  extends  to  the  length  of  forwarding 
U6  the  MSS.  of  the  various  lectures  delivered  before  them. 


THE   EXAMINATIONS. 

From  time  to  time  we  have  had  many  expressions  of 
opinion  as  to  the  suitability,  or  otherwise,  of  some  of  the 
questions  set  at  the  examinations  of  the  Institute.  Some 
of  these  are  commendatory,  others  condemnatory,  and  we 
may  as  well  say  that  the  latter  are  in  the  majority.  We 
should  state,  however,  that  in  a  great  number  of  oases,  the 
criticisms  which  have  been  expressed  to  us  are,  to  say  the 
least,  a  little  extreme,  if  not  altogether  impraotioal ;  and 
they  do  not,  iu  our  opinion,  have  a  sufficient  regard  to  the 
difficult  task  and  onerous  position  of  even  the  best  examiner. 
A  consideration  of  the  communications  of  this  kind  would 
not,  we  feel  assured,  yield  any  good  result.  We  feel  we 
shall  best  fulfil  our  purpose  if  we  turn  to  another  class  of 
critics,  comparatively  few  in  number,  but  strong  in  repute 
and  recognised  ability.  We  purpose,  then,  to  briefly  consider 
a  few  of  the  points  arising  out  of  the  examination  where 
amendment  may  be  usefully  made  ;  and  in  doing  this 
we  hope  to  accomplish  a  task  at  all  times  difficult,  some- 
times impossible  ;  that  is  to  say,  to  suggest  improvements 
without  being  censorious,  to  set  forth  well  matured  views 
without  spoiling  good  cases  by  exaggeration,  and  to  hold  a 
just  and  even  balance  between  the  different  *  schools  on 
matters  in  respect  of  which  entire  unanimity  of  opinion 
does  not  prevaiL  It  would  be  too  wide  a  field  to  deal 
exhaustively  with  all  the  past  examinatious,  and  we  shall 
therefore  confine  our  remarks  mainly  to  the  questions  set  at 
the  Intermediate  and  Final  held  in  December  last,  referring, 
where  needful,  on  any  specific  point  to  the  questions  of  pre- 
ceding examinations. 

Perhaps  there  is  no  one  question  of  such  general  interest 
upon  which  opinions  are  go  much  divided,  as  that  of  the  osa 
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of  a  Joamal  in  the  accounts  of  an  ordinary  bosiaess  or 
tnuJtng  concern.  A  perusal  of  the  questions  in  December 
la^t  stnkingly  impresses  us  with  the  position  which  this 
bo  jk  e%'ideutly  hoMs  in  the  opinion  of  some  of  the  examiners ; 
ani  we  must  confess  to  a  fcciingof  utter  astonishment  when 
we  heard  from  several  of  the  intermediate  candidates  that 
the  answer  which  the  examiner  himself  said,  in  vica  voce 
examination,  he  looked  for  to  the  question  No.  1  in  Interme- 
diate Auditing,  was,  that  the  most  important  book  in  a 
system  was  the  Journal ;  emphasising  this  opinion  by  the 
remark  that  he  should  be  glad  to  see  the  legislature  of  this 
country  do  what  (he  stated)  the  legislature  of  France  had 
done  viz :  make  the  keeping  of  such  a  book  compulsory  on 
all  persons  requiring  to  keep  books.  The  reference  to  what  is 
said  to  be  French  law  we  must  leave ;  the  laws  of  England 
give  us  enough  to  think  about  and  understand.  •  In 
passing  let  us  say,  however,  that  it  would  not  be  impossible 
to  put  a  different  complexion  on  the  matter  if  we  had  the 
inclination,  the  time,  and  the  space  to  discuss  it.  We  must 
keep  closely  to  our  direct  point,  and  that  point,  put  in  the 
most  direct  form,  is  this : — is  it  right  that  in  questions  set  to 
candidates,  the  use  of  a  Journal  in  ordinary  business  books 
should  be  made,  as  in  some  questions,  an  absolute  sine  qua 
non  of  the  answer,  or,  as  in  questions  generally,  its  use  pre- 
sumed in  the  answer  looked  for  to  the  given  question  ? 

Now,  with  all  the  deference  which  it  beseems  us  to  display 
towards  the  Institute  and  the  examiners,  we  have  the  clear 
and  decided  opinion,  founded  on  actual  enquiry  from 
accountants  in  various  centres  of  England,  that  the  position 
given  to  the  journal  is  most  unsuitable  and  improper,  and 
without  making  too  much  of  the  matter,  we  believe  we  can 
state  a  case  for  this  view  which  we  do  not  think  capable  of 
reply.  In  the  first  place  we  have  it  from  the  lips  of  one  of 
the  successful  candidates  at  the  Final  Examination  that 
never  in  the  course  of  his  experience  had  he  used  a  Journal, 
and  in  fact  ho  had  absolutely  never  seen  one,  and  we  know 
for  a  fact  that  he  is  a  senior  clerk  in  a  large  and  eminent 
firm.  The  same  thing  can  substantially  be  said  for  some  of 
the  intermediate  candidates,  viz.,  that  they  had  little  or  no 
experience  in  journals.  In  the  second  place,  and  in 
part  explanation  of  what  we  have  just  stated,  some  of  the 
largest  firms  in  England  have  the  most  decided  objections 
to  the  use  of  a  Journal — in  fact,  so  strongly  does  this  feeling 
run  that  it  practically  amounts  to  a  prohibition.  It  is 
limply  idle  for  any  examiner  to  get  over  the  matter  by 
affecting  a  superior  knowledge.  The  firms  to  which  we 
refer  are  too  able,  too  poweriul,  and  too  well  known  for  so 
simple  and  so  self-satisfied  an  explanation  to  settle  the 
matter.  The  only  singular  feature  about  it  is  that  they  are 
represented,  strongly  represented  we  may  say,  on  the  council, 
and  it  has  been  rather  difficult  for  us  to  understand  how  it 
has  been  that  half-year  after  half-year,  questions  are  set  to 
candidates  based  on  assumptions  of  practice  which  in  the 


absolute  and  well-known  opinion  of  m&ny  is::l>.:  - 
council,  are  distinctly  objectionable,  if  nothing  v  r- 
question,  let  it  be  remembered,  is  not  whether  & ;  n. 
or  is  not,  necessary  in  commercial  bookkeeping. ':::  ~ 
or  not  its  use  should  apparently  be  rei]ii:?i  i.. 
insisted  on  in  questions  set  to  acooa]itint>'  ccri  i 
parts  of  England  and  Wales.     We  say  it  sh:u!i  z.: 

We  will  shortly  notice  a  few  of  the  qaeiL:L<  ■:. 
most  flagrantly  difficult  in  this  respect  Refers ' . 
mediate  Bookkeeping,  question  4,  we  should  liks  :c  ^ 
name,  address,  and  other  particulan  of  any  cce  vt- 
to  call  himself  an  accountant  or  an  accountazii's  c.  ji 
in  ordinary  business,  passes  the  proceeds  of  &  t>  ■ 
bill  through  a  day  book  or  journal ! 

It  is  difficult  to  speak  of  sach  a  question  with :.: 
wliich  an  examiner's  position  entitles  him  u.  it 
needful  in  some  cases  to  do  this  ;  it  may  be  l.c/J-  * 
send  in  an  invoice  with  the  bill,  and  pat  the  b* 
guard  book,  and  post,  &c. ;  we  have,  let  us  fn:^' 
never  seen  or  heard  of  either  method.   We  h''  "* 
referred  to  what  we  can  only  call  the  ami^:::^  - 
journal  being  the  most  important  book  in  a  sysui  '  > 
quite  prepared  to  allow  that  a  journal  is  in  $c:  ^ 
essential ;  that  in'  a  few  more  it  may  be  tolery^-    ' 
say  that  this  book — ^which  we  deliberately  stst^ ki  '\ 
nised  in  the  great  bulk  of  actual  commerci&l  k- 
nor  probably  by  a  majority  of  accountants ;  whic: : 
on  by  many  members  of  the  Council  in  the  same  ^' 
we  look  on  a  flint  spear  head  dug  out  of  a  :^ 
namely  as  a  relic  of  the  pre-historic  age-L^  >- 
important  book,  is  simply  laughable. 

There  were  present  at  the  late  examinations  ("^ 
received,  and  continue  to  receive,  their  training^- 
of  members  of  the  Council ;  in  the  particular  in^'--- 
use    of  journals    they    hayo    been,   and  sti'l  :•'• 
and  instructed  to  dispense  with  the  use  of  ;o'.:'' 
ever  possible ;    the  reasons  actuating  their  pr-- 
giving  such  instructions  are  we  have  no  doabt  :c:.  - 
not    far    to    seek,    but     are    absolutely  i^^^' 
present  purposes;  it  is  sufficient  to  say  that^^: 
such  as  are  met  with  in  ordinary  trading  booo  • ." 
the  use  of  a  journal,    they    have  a  oompl^^i^  ^ 
unanswerable,  objection.    When  the  Goonctl  are  -^ 
agreed  on  such  points  it  will  be  quite  time  to  set  -'- 
present  they  are  not  unanimous,  and  are  not  1>'  • 
therefore  such  questions  should  be  discontinQed-  i^-^ 
as  we  have  already  said,  quite  distinct  from  t.  -r 
whether  it  is  desirable  that  a  Journal  should  foiQP^ 
system  of  an  ordinary  set  of  books.    Upon  tha*.  v^ 
may  shortly  give  an  opinion,  with  the  reasons  * 
opinion.    The  whole  and  sole  duty  of  an  exani^  ■ 
and  like  matters4s  to  carefully  see  that  his  qatf^*^' 
involve  practice  which  is  condemned  as  oselessi  >^ 
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tne  by  some  aecoanUuito ;  and  it  ib  the  nndoabted  fact 
ikt  the  class  of  questions  to  which  we  haye  refened  are 
rionsly  at  fault  in  this  respect. 


In  conclading,  we  may  mention  that  if  we  appear  to  have  !  nate  to  be  longer  disreguded. 


spoken  rather  strongly  on  this  matter,  we  woiaM  have  it 
remembered  that  oar  task  has  simply  been  to  reooid  com- 
plaints which  have  become  too  nnrntsoiii  and  too  importa. 


THE  INSTITUTE  OF  CHAETERED  ACCOUNTANTS  IN  ENGLAND 

AND  WALES. 


The  following  is  a  list  in  order  of  merit  of  the  successful  candidates  at  the 

Examinations  held  in  December,  1884. 


Preliminary  Examination. 

ROBERTSON,  DUNOAK  DOUQLAS,  The  Green,  Tottenham, 

liABELLE,  OSCAR  GERARD,  509,  King's  Road,  Chelsea,  8.W. 

WILSON,  LORRAINE,  Lynton  Lodge,  AUeyn  Road,  West  Dolwiofa,  SJB. 

GARTER,  PHILLIP  HALLELET,  Hazelwood,  The  Park,  Cheltenham. 

PEACOCK,  FRANCIS,  21,  Nelson  Street,  Sunderland. 

MARTEN,  HERBERT  WALTER,  Roeenani,  Tyson  Road,  Forest  Hill. 

HILDESHEIM,  MAX,  Balgay  Lodge,  22,  Carlton  Road,  Putney,  S.W. 

ELDRIDGE,  THOMAS  READER,  16,  Grore  House  Road,  Middle  Lane,  Homsqri  N. 

BIDLEY,  FREDERICK  THOMAS,  1,  High  Swinhnme  Plaoe,  Newoaetft-on-Tyna. 

WHIFFIN,  GEORGE  GREENHOCJGH,  Mill  Green  Lodge,  Mitoham  Junetion*  Sumy 

KDMONDS,  ERNEST,  Annesley  House,  Southsea. 

SIDNEY,  WILLIAM  STAFFORD,  Bowes  Manor,  Southgate,  N. 

DEWHIRST,  JOHN,  i,  Amyand  Terrace,  Twickenham. 

ASHMEAD,  ALFRED  ERNEST,  Glenthom,  Ahna  Vale  Road,  Clifton,  Bristol. 

KMMERSON,  GEORGE,  91,  Greenwood  Road,  Dalston,  E. 

STAFF,  HENRY  GEORGE,  iO,  Fleet  Street,  E.C. 

PARKER,  ALEXANDER  GEORGE,  8,  Lawford  Road,  Camden  Town,  N.W, 

PITTMAN,  WILLIAM,  River  Side,  Eniield,  Middlesex. 

HARRISON,  REGINALD,  Glenhobne,  Richmond  Hill  Road,  Edghaston,  Birmingham. 

LORD,  SAMUEL,  141,  Shrewshury  Street,  Old  Trafford,  Manchester. 

SADLER,  HAROLD,  Kennessee  Green,  Maghull,  near  Liverpool. 

McALPIN,  DONAL,  4,  Portland  Terrace,  Sparkenhoe  Street,  Leicester, 

BAKER,  JOHN,  IT,  Richmond  Crescent,  Bamshnry,  N. 

BULL,  ROBERT  HENRY,  Warwick  Road,  Chorlton-cum-Haidy,  near  Manchester. 

GRACE,  JAMES  EDWARD,  50,  Femhank  Road,  Clifton,  Bristol. 

ILOTT,  MONTAGUE,  Beechfield,  Bromley,  Kent. 

OWEN,  CHARLES  SWAIN,  Eversley,  The  Polygon,  Eocles,  near  Manchester. 

HASSAL,  JOHN  ALFRED  SATTERFIELD,  2,  Lower  Castle  Street,  Liverpool. 

PEIRSON,  ERNEST  FRANK,  46,  Jordan  Well,  Coventry. 

BENNETT,  JONATHAN  PALMER,  Limehnrst,  Palatine  Road, 


16  CandidaUg  ftdled  to  satisiy  tbe  GoniBilttoti 
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Intermediate  Examination. 

JEPHCOTT,  ALFBED,  clerk  to  Laundy  A.Co.,  22,  Waterloo  Street,  Birmingham. 

FUGILL,  FREDERICK,  clerk  to  W.  Fugill,  Savile  House,  Savile  Street,  Hull. 

CROPPER,  LIONEL  CUTHBERT,  clerk  to  G.  W.  Knox,  Hoole's  Chambers,  Bank  Street,  Sheffield. 

HARRIS,  WALTER  FRED,  clerk  to  R.  Hodgson,  16,  Pirliament  Street,  Hull. 
.WOOLLEY,  FREDERICK  TINKER,  clerk  to  Thomas,  Wade,  Guthrie  &  Co.,  32,  Brown  Street,  Manchesier 

WHITAKER,  ALFRED  JAMES  PERTON,  clerk  to  Carter  &  Carter,  33,  Waterloo  Street,  Birmingham. 

GALLIENNE,  RICHARD  THOMAS,  clerk  to  A.  W.  Chalmers,  6,  Fenwick  Street,  Liverpool. 

MUNDY,  TOM,  clerk  to  Leslie,  Kirby,  Straith  «fe  Co.,  4,  Coleman  Street,  E.C. 

THOMAS,  SYDNEY  T.,  clerk  to  Thomas,  Wade,  Guthrie  &  Co.,  32,  Brown  Street,  Manchester. 

LAMB,  THOMAS  STOPFORTH,  clerk  to  J.  W.  Davidson,  10,  Cook  Street,  Liverpool. 

PRITCHARD,  JOHN  ERNEST,  clerk  to  Laundy  &  Co.,  22,  Waterloo  Street,  Birmingham. 
i  GARDNER,  JOSEPH  ALEXANDER,  clerk  to  Theodore  Jones,  Hill  &  Vellacott,  1,  Finsbury  CircM,E.C. 

MARILLIER,  HENRY  WILSON,  clerk  to  R,  S.  E.  Farries,  14,  Bedford  Row,  W.C. 

BRBWIS,  ARTHUR  STEPHEN,  clerk  to  T.  Horsfield,  GO,  King  Street,  Manchester. 

COLE,  SYDNEY  GEORGE,  clerk  to  Chandler,  Pixley  &  Co.,  24,  Moorgatc  Street,  E.C. 

DAVY,  WILLIAM  HENRY,  clerk  to  Monkhouse,  Goddard  &  Co.,  St.  Nicholas  Chambers,  Newcastle^nTji:; 

CUTLER,  ARTHUR  HENRY,  clerk  to  J.  &  J.  Sawyer,  3,  Adelaide  Place,  E.C. 

BRYOE,  ROBERT,  clerk  to  D.  R.  Bryce,  41,  Coleman  Street,  E.C. 
/  MITCHELL,  JOHN  HAMILTON,  clerk  to  Cash  «k  Stone,  90,  Cannon  Street,  B.C. 
I  SWIFT,  JOHN  GREAVES,  clerk  to  Barber,  Bros.  &  Wortley,  Alliance  Chambers,  George  Street,  Shefieli 

STEWARD,  ROBERT  SMITH,  clerk  to  J.  S.  &  R.  S.  Blease  &  Sons,  Fenwick  Chambers,  Fenwick  Street,!-^ 

VALE,  WALTER  PARKER,  clerk  to  W.  H.  Brothers,  4,  Christ  Church  Steps,  Birmingham. 
/  FITTER,  HORACE,  clerk  to  R.  L.  Impey,  26,  Waterloo  Street,  Birmingham. 
I  WALKER,  HENRY,  clerk  to  Mayo,  Thombery  &  Co.,  15,  Newhall  Street,  Birmingham. 
/  BURROWS,  FREDERICK  LAMBERT,  clerk  to  A.  B.  Ingram,  2,  Gresham  Buildings,  Basinghall  Sinet,!- 
I  WILLIAMSON,  JOHN  HARPER,  clerk  to  Williamson  &  White,  13,  Norfolk  Street,  Maikchester. 

TRUMPER,  JOSEPH,  clerk  to  Theodore  B.  Jones  &  Co.,  2,  Albion  Place,  Leeds. 
I  GIBBON,  WILLIAM  STENTON,  clerk  to  C.  R.  Trevor,  2,  Clarence  Buildings,  Booth  Street,  Manchester. 
(  LAWTON,  CHARLES  FREDERICK,  clerk  to  J.  Hardy,  8,  Change  Alley,  Sheffield. 

DICKSON,  WILLIAM,  clerk  to  Roose,  Price  &  Co.,  26,  North  John  Street,  Liverpool. 

MOULSON,  JOHN  MARSDEN,  clerk  to  Barber,  Bros.  &  Wortley,  Alliance  Chambers,  George  Street,  Sbc£^ 
,  BARRACLOUGH,  ERNEST,  clerk  to  T.B.  Jones  &  Co.,  2,  Albion  Place,  Leeds. 

CHEETHAM,  FREDERICK,  clerk  to  P.  Kevan,  12,  Acresficld,  Bolton. 

NICHOLSON,  HARRY  TAYLOR,  clerk  to  H.  G.  Nicholson,  100,  King  Street,  Manchester. 

SCOTT,  CHARLES,  clerk  to  T.  P.  Scrivener,  40,  Norfolk  Street,  Strand,  W.C. 

PADGHAM,  FREDERICK  GEORGE,  clerk  to  H,  Garman,  37,  Walbrook,  E.C. 

EYRE,  FREDERICK  ALSOP,  clerk  to  Thomas,  Wade,  Guthrie  &  Co.,  32,  Brown  Street,  Manchester. 

PAGE,  ALFRED,  clerk  to  Josolyne,  Baynham,  Miles  &  Co.,  28,  King  Street,  E.C. 

HUGHES,  RUPERT  STANLEY,  clerk  to  Harmood  Banner  &  Son,  24,  North  John  Street,  Liverpool 

WILLIAMS,  SIR  WILLIAM,  clerk  to  Marshall,  Gibbon  &  Co.,  38,  Barton  Arcade,  Manchester. 

BAWDEN,  WILLIAM  ALFRED,  clerk  to  Broome,  Murray  &  Co.,  104,  King  Street,  Manchester. 

HUGHES,  WILFRED  HORSFALL,  clerk  to  T.  W.  Read,  30,  Castle  Street,  Liverpool. 
'  GOODE,  PERCY  GREENWAY,  clerk  to  Mayo,  Thornbory  &  Co.,  16,  Newhall  Street,  Birmingham. 
■    PORTER,  CHARLES  WILLIAM  HILL,  clerk  to  Laundy  &  Co.,  22,  Waterloo  Street,  Birmingham. 
^  SMITH,  HENRY  WELLS,  clerk  to  G.  E.  Swithinbank,  Moorgate  Street.  Rotherham. 

TURNER,  FRANK,  clerk  to  Lovelock  &  Whiffin,  19,  Coleman  Street,  E.C. 

CHADWICK,  ANDREW  DAVID,  clerk  to  J.  0.  Chadwick,  24,  Budge  Row,  E.C. 

LINGWOOD,  THOMAS  EDWARD,  clerk  to  J.  F.  Titchmarsh,  17,  Museum  Street.  Ipswich. 
i  DAVIS,  ALFRED  EDWARD  MAIDLOW,  clerk  to  Gane  &  Jackson,  63,  Coleman  Street,  E.C. 
t  SALAMAN,  FREDERICK  SEYMOUR,  clerk  to  W.  H.  Pannell,  38,  Basinghall  Street,  E.G. 
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MORTON,  JOHN  STEWABT,  clerk  to  Carter  A  Clay,  1,  Queen  Street,  Cheapside,  E.C. 
I  CLARKE,  WILLIAM  ROBSON,  Jr.,  clerk  to  W.  R.  Clarke,  6,  Brown  Street,  Manchester. 
i  GRANT,  WILLIAM  TREACHER,  clerk  to  Howard,  Craggs  &  Co.,  15,  Coleman  Street,  E.C. 

DA  VIES,  SYDNEY,  clerk  to  Gane,  Jackson  &  Goss,  59  and  60,  Wind  Street,  Swansea. 

COCKING,  FRANK,  clerk  to  A.  T.  Watson,  Assay  Office,  Leopold  Street,  Sheffield. 

OWEN,  ARTHUR  ERNEST,  clerk  to  Wykes,  Bros.  &  Mantle,  24,  Friar  Lane,  Leicester. 

HOPPER,  CHARLES,  clerk  to  Price,  Waterhouse  &  Co.,  44,  Gresham  Street,  E.C. 

10  Candidates  faile4  to  satisfy  the  Ezaminatioii  Gommittee. 


Final  Examhtation. 


HARRIS,  WILLIAM,  clerk  to  Thomas,  Wade,  Guthrie  &  Co.,  32,  Brown  Street,  Manchester.    Fmt  PrUe. 
BEST,  JOHN   WILLIAM,   clerk  to  Taskcr  &  Shuttleworth,  Wharncliffe  Chambers.  Bank 

Street,  Sheffield.  Second  Priu, 

CLARKE,  GILBERT  COURTENAY,  clerk  to  W.  O.  Tibbetts,  14,  Moorgate  Street,  E.C.  CertificaU  of  MerU. 

BRADLEY,  CHARLES  EDWIN,  clerk  to  J.  Bradley,  8,  Market  Street,  Scarborough.  Certificate  of  Merit, 

EVANS,  CHARLES  COURTENAY,  clerk  to  SmallfieKl,  Rawlins  &  Co.,  45,  King  William 

Street,  E.G.  Certificate  of  Merit, 

FEASEY,  GEORGE  THOMAS,  clerk  to  Pratt  k  Norton,  10,  Old  Jewry  Chambers,  E.C.  CertificaU  of  MerU. 

ALEXANDER,  WILLIAM  HARRISON,  clerk  to  Harmood  Banner  &  Son,  24,  North  John 

Street,  Liverpool.  Certificate  of  Merit'. 

CROSS,  HENRY  JOHN,  clerk  to  R.  L.  Impey,  26,  Waterloo  Street,  Birmingham.  Certificate  cf  Merit: 

GADSBY,  HENRY  JAMES,  clerk  to  A.  Edwards,  82,  New  Street,  Birmingham.  CertificaU  pf  Merit.  . 

BUTCHER,  HENRY,  4,  Sawclose,  Bath.  CertificaU  of  MerU, 

ELDRID,  WALTER  PERCY,  clerk  to  Boyes  <fc  Child,  42,  Poultry,  E.C. 

DOWLER,  HERBERT  GEORGE,  clerk  to  Chatteris,  Nichols  &  Atkins,  1,  Queen  Victoria  Street,  E.C. 
CUD  WORTH,  ALFRED  JAMES,  clerk  to  R.  L.  Impey,  26,  Waterioo  Street,  Birmingham.  i 

WRIGHT,  ARTHUR  EDWARD,  clerk  to  Lewis  &  Mounsey,  3,  Lord  Street,  Liverpool.  I 

WRIGHT,  ERNEST,  clerk  to  Collison  &  Vmey,  99,  Cheapside,  E.C. 
ALFORD,  ROBERT  GREENWOOD,  clerk  to  T.  S.  Evans,  6  &  6,  Bucklersbury,  E.C. 
GRESHAM.  WILLIAM  FOSTER,  clerk  to  Theobald,  Bros.  &  Miall,  23,  S.  Swithin's  Lane,  E.C. 
WALLER,  WILLIE  ROWLAND,  clerk  to  J.  G.  Barry,  87,  Cannon  Street,  E.C. 
DUROSE,  ARTHUR,  clerk  to  H.  E.  Hubbart,  6,  Thurlaud  Street,  Nottingham. 
GOODMAN,  THOMAS  JAMES,  7.  Trump  Street,  E.C. 

FRESHWATER,  HERBERT  WILLIAM,  clerk  to  A.  C.  Palmer,  7  and  8,  Railway  Approach,  S.E. 
BRANFORD,  HERBERT  MILLS,  clerk  to  W.  F.  Smart  &  Son,  16,  Basinghall  Street,  E.C. 
:;RACE,  WATSON,  clerk  to  J.  &  H.  Grace,  Royal  Insurance  Buildings,  Bristol. 
MATHER,  HAROLD,  clerk  to  J.  Greenhalgh,  6,  Bowker's  Row,  Bolton. 

EiANNAY,  PATRICK  DAVIES,  clerk  to  Grey,  Prideaux  &  Booker,  48,  Lincohi's  Inn,  Fields.  W.C. 
MASON,  ALFRED  SHAW,  clerk  to  R.  W.  Aspinwall,  93,  Piccadilly,  Manchester.  ' 
\TKINSON,  HERBERT  LLEWELLYN,  4,  Belle  Vue  Crescent,  Tunstall  Road,  Sunderland. 
5 ANDERS,  MAXWELL  JAMES,  clerk  to  B.  Humphrey  &  Co.,  9,  Drapers  Gardens,  E.C. 
::IIAMBERLAIN,  WILLIAM  ROBERT,  clerk  to  W.  S.  Ogle,  90,  Cannon  Street,  E.C. 
rONES,  THEODORE  SHAW,  clerk  to  T.  B.  Jones,  2,  Albion  Place,  Leeds, 
A'ELCH,  FREDERICK  GEORGE,  clerk  to  Lovelock  &  Whiffin,  19,  Coleman  Street,  E.C. 

rOHNSON,  STANLEY  CHARLES,  clerk  to  R.  E.  Johnson,  33,  Mansfield  Chambers,  S.  Ann's  Square,  Manchester. 
J IIAPMAN,  ARTHUR,  clerk  to  Baker  &  Gibson,  39,  Bennett's  Hill,  Birmingham. 
.^HATWIN,  WALTER,  clerk  to  Carter  &  Carter,  33,  Waterloo  Street,  Birmingham. 

90  Candidates  failed  to  satisQr  the  Ezaminatioii  Gonunittee. 
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LIVBBPOOL  CHARTEBED  ACCOUNTANTS' 

STUDENTS'  SOCIETY. 


THE  BOOKS  AND  ACCOUNTS  OF  MANUFACTURING 
COMPANIES,  AND  THEIR  EXAMINATION  Bif 

AUDITORS. 
By  Mr.  E.  D.  Whits,  A.C.A. 


Al  a  gentnJ  meetixsg  of  tho  above  Society,  hold  at  the 
Law  Atsooiation  Rooms,  on  Thnnday,  18th  Deoember,  at 
6.90,  p.m.,  Mr.  W.  L.  Jacksok  in  the  chair,  Mr.  White 
delivered  the  following  lecture : — 

In  the  brief  time  at  my  disposal  I  purpose  dealing  only 
with  the  books  and  accounts  of  manuuboturing  companies, 
and  their  examination  by  auditors. 

It  is  important  that  we  should  carefully  distinguish  be- 
tween the  position  of  an  auditor  to  a  public  company,  and 
the  usual  relation  of  an  auditor  to  a  pnvate  firm. 

In  the  latter  case,  upon  being  called  in  to  audit  the  books 
and  accounts,  it  is  his  duty  to  lay  before  his  clients  the 
nature  and  extent  of  a  thoroughly  efficient  examination, 
pointing  out  the  dangers  of  a  partial  aud  imperfect  audit ; 
the  firm  ¥dll  then  decide  what  work  they  will  have  checked, 
and  what  they  do  not  consider  it  needful  for  the  accountant 
to  look  into. 

Upon  the  eiients  will  then  rest  the  entire  responsibilitnr 
and  consequence  of  the  partial  and  imperfect  audit,  which 
is  very  often  decided  upon,  and  not  upon  the  accountant. 

It  should,  however,  always  be  clearly  understood  on  both 
sides  exactly  what  is  to  be  done  or  left  undone,  so  that  in 
the  event  of  anything  going  wron^ ,  there  may  be  no  doubt 
as  to  where  the  onus  of  responsibility  for  supervision  and 
examination  should  rest . 

Private  firms  have  only,  to  a  comparatively  slight  extent, 
realised  the  value  of  an  independent  examination  which 
shall  extend  beyond  a  vouching  of  the  paid  side  of  the  cash 
book  and  a  somewhat  hasty  and  superficial  examination  of 
ledger  balances. 

ThiB  position  of  an  auditor  to  a  public  company  is,  how- 
ever, very  different,  and  his  duty  and  responsibility  heze  are 
vastly  increased. 

The  management  of  the  company  is  entrusted  to  a  certain 
small  number  of  directors  who  meet,  from  time  to  time,  to 
supervise  the  general  business  of  the  company.  These, 
however,  form  but  a  very  small  per-centage  of  the  share- 
holders or  co-partners  of  the  company,  the  great  majority 
of  whom  are  engrossed  in  the  management  of  their  various 
affairs,  or  are  people  out  of  business  entirely,  and  have  not 
the  time  s^  libertv,  or  inclination  to  look  into  the  details  of 
the  canying  on  of  the  affairs  of  the  co-partnership. 

An  agent  or  representative,  called  the  auditor,  is  therefore 
appointed,  whose  duty  it  is  to  periodically  and  regularly  ex- 
amine the  books  and  accounts,  certify  to  the  correctness  of 
the  balance  sheet  and  profit  and  loss  account,  and  report 
thereon  to  the  general  oody  of  shareholders  at  their  half- 
yearly  or  annual  general  meeting. 

The  auditor,  therefore,  whether  assisted  by  the  directors, 
as  is«  haraily,  usually  the  ease,  or  opposed  by  them,  should 
be  satisfied  with  nothing  less  than  the  most  perfect  and 
efficient  examination  he  can  devise,  in  order,  thoroughly,  as 
far  as  possible,  to  satisfy  himself  of  the  correctness  of  the 
booln  and  accounts  from  which  the  balance  sheet  and  profit 
and  loss  account  are  drawn  out,  and  upon  which  he  reports 
when  they  are  presented  by  the  directors  to  the  shareholders. 

Before  dealing  with  the  question  as  to  what  the  nature 
and  extent  of  this  examination  should  be  I  shall  shortly 
glance  at  the  regulations  of  the  joint  stock  companies  acts 
as  applicable  to  manufacturing  companies,  in  so  far  as  they 
lefei  to  bookst  aoooonta,  and  Midit. 


It  is  hardly  neoessaiy  to  remind  ourselves  thai  thes  * 
visions,  though  meagre  in  their  number,  are  very  nik  k 
general  in  their  scope  and  application. 

In  the  Companies*  Act,  1862,  section  15.  it  profit  l 
"  in  the  case  of  a  company  limited  by  shares,  if  the  =£ 
orandum  of  association  is  not  accompanied  by  utif?! 
association,  or  in  so  far  as  the  articles  do  not  exd^ 
modify  the  reffulations  contained  in  the  table  maik^d 
the  first  schedule  hereto,  the  last  mentioned  le^Li. 
shall,  so  far  as  the  same  are  applicable,  be  deemed  to  .c  u 
regulations  of  the  company,  in  the  same  Tn>mir>^r  ti 
the  same  extent  as  if  they  had  been  inserted  in  sitiari*. 
association,  and  the  articles  had  been  doly  registeicd.*' 

By  section  50,  however,  power  is  given  "  sabjed  v> 
provisions  of  this  act  and  to  the  conditions  contalmdi:. 
memorandum  of  association,  by  which  any  compsny  brz. 
under  this  act  may  in  general  meeting,  from  time  te  iz 
hj  passing  a  special  resolution  in  manner  hereLDsfter  r 
tioned,  alter  all  or  any  of  the  regulations  of  tibue  cc=::: 
contained  in  the   articles  of    association  or  in  th«  ;•. 
marked  A  in  the  first    schedule,  where     such  U^> 
applicable  to  the  company,  or  maJce  new  regulafci-xri :: . 
exclusion  of  or  in  addition  to  all  or  any  of  the  regolstr:- 
the  company,  and   any  regulations  so  made  bj  sp^ 
resolution  sliall  be  deemed  to  be  regulations  of  Hbe  ec-x 
of  the  same  validity  as   if   they  had  been  originallj: 
tained  in  the  articles  of  association,  and  shall  be  gdbja. 
like  manner  to  be  altered  or  modified  by  any  schs^u- 
special  resolution. 

By  section  25  every  company  under  the  act  is  £iei^ 
keep  a  register  of  members  containing  the  f^Uovi^x 
ticulars : — 

1.  The  names  and  addresses  and  the  oocnpatixir.:' 
of  the  members  of  the  company,  with  the  j^di:bi-> 
case  of  a  company  having  a  capital  divided  into  r^  - 
a  statement  of  the  shares  held  by  each  meose  -r 
tinguishing  each  share  by  its  number,  and  of  tb£  c  :^ 
paid  or  agreed  to  be  considered  as  paid  on  the  sto 
each  member ; 

2.  The  date  at  which  the  name  of   any  yasm '' 
entered  in  tiie  register  as  a  member ; 

8.  The    date  at  which  any  person  ceased  ts  ^ 

member ; 

Here  followssta  tement  of  penalty  for  not  ocanflrii:  ▼ 
these  regulations. 

Section  SO  provides  that "  no  notice  of  any  trust,  ex^«£ 
implied,  or  constructive,  shall  be  entered  on  the  rep>:£ 
be  receivable  by  the  registrar,  in  the   case  of  coaip^ 
under  this  act  and  registered  in  England  or  Ireland. 

This  register  of   members  is  the    book,  which,  v:. 
reasonable  hours,  any  member  of  a  company  is  eatitla. 
section  82,  to  inspect  gratis,  or  any  other  person,  oc  t2&' 
ment  of  one  shilling,  or  to  require  a  copy  thereof,  or  :: 
list  of  summary  of  members,  on  payment  of  8ixpe3i>. 
every  hundred  words  required  to  be  copied. 

In  some  companies  a  numerical  register  is  kept  va- 
line for  each  shskre  and  the  holder's  name  set  ai^aic^ 
but  the  usual  custom  is  to  keep  a  register  in  wkkk  ^■ 
shareholder  has  a  special  account,  so  that  his  boldiog  - 
particulars,  may  at  any  given  moment  be  seen.  This  ^ 
not  be  the  case  in  a  numerical  book  where  the  same  =' 
ber  had  been  concerned  in  various  allotinente  as  t^ 
purchases  and  sales. 

Section  26  provides  that  an  annual  list  of  mesibeis  ^ 
1)0  made  up  within  7  days  after  the  14th  day  sacoeediLJ 
first  ordinary  general  meeting  in  each  year  of  the  raecict". 
the  company.  This  list  and  summary  shall  be  oonUc^ 
a  separate  part  of  the  register.  A  copy  shall  forthvr.- 
forwarded  to  the  registrar  of  joint  stock  companies,  aai  s- 
specify  the  following  particulars : — 

1.  The  amount  of  the  capital  of  the  company  s::- 
number  of  shares  into  which  it  is  divided ; 

2.  The  number  of  shares  issued  from   the  cotsxses 
ment  of  the  company  up  to  the  date  <tf  the  soiamsiy. 


•February  1,  1885.        THE  ACCOONT ANTS'  STUDENTS'  JOURNAL. 


No.  22.    489 


8.  The  amount  of  calls  made  on  eaoh  share ; 

4.  The  total  amount  of  calls  paid  or  treated  as  paid  ; 

5.  The  total  amount  of  calls  unpaid ; 

6.  The  total  amount  of  shares  forfeited ; 

7.  The  names,    addresses,    and    occupations    of    the 
persons  who  have  ceased  to  he  memhers  since  the  last  list 

-was  made,  and  the  number  of  shares  held  by  each  of 
them. 

By  section  43  it  is  enacted  that  a  register  of  all  mortgages 
.d  charges  specifically  affecting  property  of  the  company 
th  short  description  shall  be  kept ;  it  shall  bo  open  at  all 
asonable  times  to  any  creditor  or  member  of  the  company 
d  certain  penalties  are  laid  down  for  non-compliance  with 
ch  conditions. 

The  only  provision  in  the  act  itself,  except  where  it  refers 
the  winding  up  of  a  company  in  sections  154  to  156,  for  the 
amination  of  the  afiairs  of  a  company,  is  contained  in  sec- 
>ns  56  to  61,  where  it  provides  in  section  sub-section  2  that 
n  the  case  of  any  other  company  that  has  a  capital  divided 
to  shares,  upon  the  application  of  members  holding  not 
is  than  one-fifth  part  of  the  whole  shares  of  the  company 
r  tho  time  being  issued,  **  the  Board  of  Trade  may  appoint 
te  or  more  competent  inspectors  to  examine  into  the 
fairs  of  any  company  under  this  act,  and  to  report  thereon 
such  manner  as  the  board  may  direct. 
The  Board  of  Trade  requires  that  the  application  shall  be 
pportcd  by  such  evidence  as  shall  prove  that  no  malicious 
otivcs  have  actuated  the  applicants  in  asking  for  such  in- 
ection,  and  may  require  applicants  to  give  security  for 
W3anent  of  costs  of  inquiry. 

The  inspectors  so  appointed  may  examine  upon  oath  the 
fleers  and  agents  of  the  company  in  relation  to  its  business, 
copy  of  their  report  is  directed  to  be  sent  to  the  Board  of 
*ade,  to  the  registered  office  of  the  company,  and,  upon 
quest,  to  each  or  all  of  the  applying  members. 
All  expenses  incidental  to  examination  shall  be  paid  by 
c   applicants,  unless  the  Board  of  Trade  shall  direct  the 
.me  to  be  paid  out  of  the  assets  of  the  company. 
Similar  power  is  also  given  to  any  company  by  special 
solution  to  appoint  inspectors  for  the  purpose  of  examining 
to  the  affairs  of  the  company,  having  the  same  powers, 
id    to  perform  the  same  duties  as  the  Board  of    Trade 
specters,  except  that  instead  of  making  their  report  to  the 
oa,Td  of  Trade  they  shall  make  the  same  in  such  manner 
id  to  such  persons  as  the  company  in  general  meeting 
roots.     The  penalties  incurred  for  non-compliance  with 
lesc  provisions  are  the  same  in  both  cases. 
It    vrill  thus    be    seen  that  the  Companies'  Act,  1862, 
ikon  by  itself,  does  not  make  it  compulsory  for  companies 
»   have  auditors,  or  even  require    the  accounts  and  books 
I   companies  to  be  audited,  unless  they  are  registered  titb- 
it special  articles,  when  certain  clauses  in  the  first  schedule 
r    Table  A,   which   provide   that  the    accounts  shall    be 
Lid i  ted,  come  into  effect. 

Whereas,  under  the  Companies'  Clauses  Consolidation  Act, 
M5,  the  appointment  of  auditors  was  enacted  in  section 
)1,  and  tho  mode  of  appointment  and  duties  thereof  laid 
^wn  in  sections  102  to  108,  in  the  subsequent  act  of  1862, 
nder  which  the  majority  of  limited  companies  are  now 
^^istered,  these  provisions  are,  to  a  large  extent,  singularly 
xi  it  ted,  or,  instead  of  being  made  compulsory  as  before,  are 
^ndered  optional. 

Turning,  however,  to  the  firat  schedule  of  the  1862  Act, 
;ually  referred  to  as  Table  *'A"  and  applicable  to  all 
>nipanies   registered  under  this  act  without  articles    of 
isociation,  and  also  largely  incorporated  into  the  articles 
dissociation  of  those  companies  not  wholly  adopting  its 
^Illations,  we  find  that  the  provisions  for  accounts  and 
i<  lit  in  sections  78  to  82  maybe  shortly  stated  as  follows: — 
The  directors  shall  cause  true  accounts  to  bo  kept 
Of  the  stock  in  trade  of  the  company  ; 
Of  cash  receipts  and  expenditure ; 
Of  the  credits  and  liabilities  of  the  company. 
Xli^^  the  booksof  account  shall  be  kept  at  the  registered 


office  of  the  company,  and,  subject  to  reasonable  restric- 
tions, shall  be  open  to  the  inspection  of  the  members. 

That  at  least  once  a  year  a  statement  of  income  and  ex- 
penditure shall  be  presented  by  the  directors  to  the  share- 
holders in  general  meeting,  and  that  such  statement  shall 
not  merely  be  a  cash  account  but  shall  include  every  item 
of  expenditure  fairly  chargeable  against  the  year's  income, 
so  that  a  just  balance  of  profit  and  loss  may  be  laid  before 
the  meeting. 

That  a  balance  sheet  as  nearly  as  convenient  after  the 
model  annexed  to  the  table  showing  the  capital  and 
liabilities  and  the  property  and  assets  shall  be  made  out 
yearly  and  laid  before  tne  company  in  general  meeting. 

That  a  printed  copy  of  such  balance  sheet  shall  be  for- 
warded to  every  member  7  days  before  such  meeting. 

As  to  audit,  sections  88  to  94  provide  that  at  least  once  in 
every  year  the  accounts  of  the  company  shall  be  examined 
by  one  or  more  auditors. 

The  first  auditors  are  appointed  by  the  directors,  subse- 
quently by  the  company  at  their  ordinary  general  meeting 
in  each  year. 

The  auditors  may  or  may  not  be  members,  but  shall  not 
be  directors  or  be  otherwise  interested  in  any  transactions 
of  the  company. 

The  remuneration  of  tho  first  auditors  shall  be  fixed  by 
the  directors,  subsequently  by  tho  company  in  general 
meeting. 

Auditors  are  eligible  for  re-election,  and  should  a  casual 
vacancy  occur  it  is  to  be  filled  up  by  shareholders  at  extra- 
ordinary general  meeting  convened  for  the  purpose. 

Should  no  auditors  bo  thus  appointed  the  Board  of 
Trade  may,  upon  the  application  of  not  less  thpn  five  mem- 
bers of  the  company,  appoint  an  auditor  for  the  current  year 
and  fix  the  remuneration  to  be  paid  by  the  company  for  his 
services. 

Every  auditor  shall  be  supplied  with  a  copy  of  the 
balance  sheet,  and  it  shall  be  his  duty  to  examine  the  same 
with  the  accounts  and  vouchers  relating  thereto. 

Every  auditor  shall  have  a  list  delivered  to  him  of  all 
books  kept  by  the  company  and  shall,  at  all  reasonable  times, 
have  access  to  the  books  and  accounts  of  the  company.  He 
may,  at  the  expense  of  the  company,  obtain  the  assistance 
of  accountants  or  other  persons  in  his  investigation,  and 
may  examine  the  directors  or  any  officer  of  the  company  in 
relation  to  such  accounts. 

The  auditors  shall  make  a  report  to  the  members  upon 
the  balance  [sheet  and  accounts  stating  whether,  in  their 
opinion,  the  balance  sheet  is  a  full  and  fair  one,  properly 
drawn  up  so  as  to  exhibit  a  true  and  correct  view  of  the 
state  of  the  company's  affairs  and  whether  all  needful  ex- 
planations or  information  have  been  given  by  the  directors. 
Such  report,  together  with  the  report  of  tho  directors,  shall 
be  read  at  the  ordinary  general  meeting  of  shareholders. 

I  need  hardly  say  that  these  regulations  are  often  omitted, 
modified,  or  extended  in  companies  registered  with  special 
articled  of  association,  extensive  power  being  sometimes 
given  to  the  directors  to  make  up  the  balance  sheet,  as  well 
as  the  statement  of  income  and  expenditure,  in  such  form 
as  they,  the  directors,  shall  from  time  to  time  determine, 
whilst  the  regulations  as  to  audit  are  allui^od  to  remain  as 
in  table  A.  This  is  especially  the  case  whore  it  is  not 
expedient  that  the  working  expenses  of  a  business  should 
appear  to  the  public. 

Turning  from  the  legal  and  theoretical  side  of  th's  subject 
to  the  more  practical,  I  shall  glance  at  the  books  and 
accounts  actually  kept  by  manufacturing  companies  under 
the  companies  acts  and  the  mode  of  their  examination  by 
auditors. 

I  shall  not  exhaust  your  patience  by  describing  in  detail 
the  books  and  accounts  I  shall  find  it  necessary  to  mention, 
but  have  obtained  patterns  of  them  and  shall  be  glad  to 
explain  their  working  to  any  members  who  may  desire  such 
inmrmation. 
As  to  the  investigation  of  the  share  capitc^,  where  arrange- 
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ment  can  be  made  with  the  bank  to  open  a  special  capital 
account  as  distinguished  from  the  trading  account,  treating 
both,  however,  as  one  for  the  purpose  of  calculating  interest 
and  commission,  the  share  capital  entries  need  not  pass 
through  the  cash  book  but  can  be  more  easily  made  through 
the  journal  after  the  allotment ;  letters  are  issued,  and 
when  it  has  been  ascertained  how  much  of  tlie  money  paid 
into  the  bank  is  to  bo  treated  as  for  application  account  and 
how  much  for  allotment  account,  the  latter  accounts  being 
credited  and  the  bank  debited.  When  these  are  completed 
they  can  easily  be  transfeired  in  bulk  for  journal  transfer  to 
capital  account,  the  balance  of  which  should  agree  with  the 
total  capital  as  shown  in  detail  in  the  shareholders'  accounts 
in  share  register.  The  same  system  may  be  equally  well 
applied  to  the  various  call  accpunts. 

The  application  forms  and  letters  of  allotment  should  be 
carefully  examined  by  auditor  and  checked  with  these 
entries  and  the  postings  thence  into  the  shareholders' 
accounts  in  share  register,  as  also  the  description  of  each 
shareholder. 

The  register  of  transfers  should  be  checked  with  the 
transfer  forms  and  the  auditor  may  well  glance  at  the  docu- 
ments to  see  that  the  stamps  are  sufficient  and  signatures 
properly  attested.  The  old  scrip  certificate  accompanying 
the  transfer  should  always  be  cancelled  and  the  issue  of  new 
scrip  certificates  examined. 

The  postings  from  register  of  transfers  should  be  traced 
into  shareholders'  accounts  in  the  share  register. 

In  most  large  companies  both  a  rough  and  a  fair  cash 
book  are  kept,  differing  mainly  in  the  fact  that  whereas  in 
the  first  the  cash  appears  net,  unaffected  by  the  discount 
allowed  or  received,  i»  the  other  it  is  entered  gross,  being 
thus  ready  to  post  to  the  personal  account,  the  balance  of 
discounts  received  and  paid  being  taken  into  account  at  the 
end  of  each  month. 

The  fair  cash  book  may  be  so  ruled  as  to  provide  for  such 
regularly  recurring  items  as  wages,  salaries,  <&c.,  appearing 
in  separate  columns,  to  be  posted  in  total  into  nominal 
accounts  at  the  end  of  each  month.  Where  this  is  not 
practicable,  owing  to  the  large  number  of  columns  required, 
the  items  can  be  summarised  under  their  various  accounts 
at  the  end  of  each  month. 

The  London  system  of  making  the  cash  book  a  counter- 
part of  the  bank  pass  book  is  no  doubt  good.  There,  all 
cash  received  being  daily  banked  exactly,  and  all  payments, 
without  exception,  being  made  by  cheque,  cash  payments  of 
small  extent  passing  through  a  petty  cash  book  and  being 
replaced  by  cheque  for  total  of  such  disbursements  from 
time  to  time. 

This  system,  however,  is  seldom  adopted  in  this  part  of 
the  country  ;  and  in  many  companies,  from  various  causes, 
is  impracticable,  and  however  much  we  may  wish  it  other- 
wise, we  have  to  deal  with  things  and  systems  as  we  find 
them,  and  aim  by  reasonable  and  timely  suggestions 
courteously  offered,  to  lead  up  towards  a  perfect  system  of 
check  upon  cash  keeping. 

The  importance  of  checking  the  received  side  of  a  cash 
book  equally  with  the  payment  side  is  often  overlooked  and 
made  light  of,  but  by  various  means  this  can  be  done  fairly 
effectually.  The  cheques  drawn  by  the  bank  pass  book,  the 
personal  items,  with  counterfoil  receipt  books,  agents'  and 
travellers'  daily  or  weekly  cash  returns,  and  such  special 
checks  as  may  be  devised  to  suit  the  books  and  accounts  of 
the  particular  company  dealt  with. 

All  cash  book  or  journal  entries  relating  to  bills  should  be 
checked  with  the  bill  books,  receivable  and  payable. 

As  to  cash  payment<),  the  system  of  bringing  forward  the 
items  from  a  batch  of  invoices  on  to  the  face  of  another 
invoice,  as  distinguished  from  a  proper  statement  form,  and 
where  the  recipient  does  not  state  in  settling  the  total 
amount  received,  should  bo  discouraged  as  leaving  an  open 
door  for  fraud  ;  for  where  this  is  done — and  it  is  hard  to  get 
people  oat  of  the  way  of  continually  doing  it — what  is  to 
prevent  a  diahonest  person  from  placing  on  the  face  of  a 


settled  invoice,  where  the  cash  received  ia  not  s:i:-! 
settlement,  the  items  from  other  attached  iDvoice?  •_ 
have  not  really  been  paid. 

This  points  to  the  system  of  separate  printed  imr- 
receipt  where  the  amount  is  stated  both  in  writicr  _ 
figures,  being  adapted  to  obviate  the  necessity  of  Si._ 
separate  or  grouped  invoices. 

All  vouchers  should  be  so  marked  or  stanipeti  bva. 
that  it  shall  not  be  possible  for  them  to  be  again  pre— 
as  vouchers  by  means  of  a  little  clever  manipalaticiL  &  . 
in  several  recent  public  frauds  been  done. 

Where  a  daily  register  of  letters  received  is  kept,  il.:  - 
of  having  a  column  therein  for  cash  remittances,  vl 
some  places  is  used,  deserves  our  consideration,  i:  :- 
useful  auxiliary  to  vouch  the  cash  received. 

The  bank  balance  as  appearing  in  ledger  will  ra^h  ^- 
with  the  bank  pass  book,  owing  to  unpresented  cb=q~.t- 
this  is  easily  verified  by  making  up  a  short  lecoLC:  ^ 
statement. 

The  bills  receivable,  undiscounted  and  in  cashier's  L : 
should  be  agreed  with  the  bill  book,  and  should.  t\ 
with  the  balance  of  cash  in  hand,  be  occasional!;  t>..:. 
by  the  auditor. 

When  this  is  done,  the  receipts  and  payments  up  t 
date  of  checking  should  be  vouched  in  order  to  a*  ' 
not  only  that  the  cashier  has  the  balance  stated  a<^t:L^ 
hand,  but  also  that  it  is  the  balance  of  his  receipts^- 
penditure  on  that  date. 

The  balance  of  bills  payable,  not  matured,  ftfp^'- 
the  bills  payable  account  in  ledger  should  be  agrer. ' 
the  open  items  in  the  bill  book. 

The  question  of  the  vouching  of  ^ages  has  bees  > 
prehensively  dealt  with  in  a  paper  recently  read  tvi 
society  by  Mr.  J.  S.  Harmood  Banner,  F.C.A.,  tt 
only  suggest  that  in  large  companies  where  there 
siderable  staff,  the  auditor  should  sec  that  the  re?p>7 
of  making  up  and  checking  the  wages  sheets  or  boo-^  - 
payment  of  the  wages  is  spread  amongst  several  pf>'. 
last  of  whom,  or  a  managing  official,  should  record  s  •' 
the  total  amount  of    such  wages,    thus    minimi^^^ 
possibility  of  conspiracy  and  collusion   in  fraud,  ^ 
should  certainly    insist   that    in    all    such    corap&i^ 
people  who  pay  the  wages  should  have  nothing  wU:- 
do,  either  with  the  making  up  or  checking  of  u^'*- 
sheets  or  books. 

In  small   companies,  however,  by  reason  of  tb.*  >' 
number  of  clerks,  this  is  not  always  possible,  ani ' 
elusion  I  arrive  at  is  that  the  smaller  the  busice-^.-  - 
fewer  the  staff,  who  bear  any  responsibility  as  to  i-^*: '' 
the  more  thorough  and  detailed  should  be  the  e\  .'^  - 
of  the  auditor. 

As,  however,  at  the  best  this  examination  can  cc 
partial  one;  on  account  of  the  magnitude  of  tbc  ^•' 
the  strong  objection  that  would  be  taken  tatbec-: 
systematic  and  exhaustive  examination  of  the  w?£^  *- 
or  books,  the  question  is  well  worth  serious  oocskL" 
whether  a  saving  clause  similar  to  that  relating  v 
should  not  be  inserted  in  the  auditor's  report  to  :^  - 
holders. 

The  salaries  of  clerks  are  often  entered  in  a  ^epift't 
private  book  kept  by  the  cashier,  sometimes  ruled  i:. « 
columns  for  each  quarter  of  a  year,  paid  weekly.  ^ 
alterations  and  increases  therein  are  certified  br  the  sk>-t 
manager,  or  one  of  the  directors. 

At  the  end  of  each  half  year  or  year,  as  the  ci??  ~: 
the  salaries  and  wages  accrued  due  and  unpaid  > 
fairly  ascertained,  and  an  estimate  to  cover  thex.  ^ 
amongst  the  liabilities  of  the  period. 

The  entries  in  the  journal,  which  in  large  comf^-^-^ 
ui3ful    and  much  used  book,  should    be     caref:.--  ■ 
thoroughly  vouched. 

The  inward  invoices  should  be  traced  in  deu:* '-' 
the  goods  received  book — which  should  certainly  ^•■ 
kept— into     the   purchase   joooial,    each    invoiv'c  >• 
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stinguished  by  a  number,  and  bearing  on  its  face  a 
feronce  to  the  goods  received  book  and  purchase  journal 
lios. 

This  latter  book  differs  in  its  ruling  according  to  the 
>niinal  accounts  necessary  to  be  kept  in  the  particular 
dustry  dealt  with,  but  should  be  so  arranged  as  to  show 
early  the  transactions,  to  be  as  little  trouble  as  possible  to 
e  book-keeper,  and  to  be  a  ready  means  of  reference  for 
partmeiital  financial  ptatistics.     In  this  book  the  credits 

persons  are  posted  in  detail,  the  debits  to  nominal 
counts  in  total,  monthly,  from  the  amount  appearing  at 
c  end  of  each  month  under  the  particular  colunm  repre- 
nting  each  nominal  account. 

The  outward  invoices  should  be  checked  from  the  press 
py  invoice  book  through  the  goods  shipped  book — which 
Duld  also  certainly  be  kept  in  such  companies — into  the 
los  journal,  a  columned  book  ruled  to  suit  the  depart- 
}ntal  nominal  accounts  kept,  and  varying  m  almost  every 
mpany. 

By  this  means  also  a  considerable  number  of  debit  and 
>(lit  notes  will  be  checked  into  the  ordinary  journal,  or 
,o  the  special  debit  or  credit  journals,  where  such 
tries  frequently  occur,  and  it  is  deemed  advisable  to  have 
}cial  journals  for  this  purpose. 

It  the  half  yearly  or  yearly  balancing  periods,  particular 
cntion  should  be  paid  in  the  inward  invoice  department 
sec  that  goods  invoiced  during  the  last  few  days  of  the 
■iod  have  been  delivered  before  the  stock  taking,  or  if  not 
it  they  are  added  to  the  stock-in-hand. 
[*he  goods  are  often  some  days  in  transit,  and  sometimes 
olve  large  sums,  such  for  instance,  as  the  cost  of  a  cargo 
-aw  materials  of  all  kinds. 

Correspondingly  in  the  outward  invoice  department  goods 
»kcd  as  sold  in  the  last  few  days  of  the  period,  and  not 
ually  sent  out  of  the  works  till  the  first,  second,  or  third 
'  in  the  next  half  year,  should  be  traced,  and,  if  included 
itock  taken,  should  be  deducted  therefrom, 
n  the  examination  of  tlje  books  and  accounts  I  have 
s  far  mentioned  great  care  should  be  taken  that  nothing 
charged  as  capital  expenditure  that  should  go  against 
3nue,  especially  as  regards  such  items  as  machinery, 
ors,  &c.,  which  when  simply  replacing  others  worn  out 
uld  bo  debited  to  revenue  and  not  to  capital  expenditure, 
•  that  all  the  assets  and  liabilities  for  the  period  dealt 
1  are  strictly  brought  into  account. 

an  audit  is  conducted  in  this  thorough  way,  almost 
-y  item  in  cash  book  and  journals  having  thus  been 
:;hed,  I  should  attach  less  importance  to  the  mechanical 
k  of  checking  the  postings  into  the  personal  accounts  in 
er,  but  should  certainly  check  those  into  the  nominal 
>unts  in  order  to  be  satisfied  that  the  items  were  carried 

their  correct  nominal  accounts,  and  thence  transferred 

profit  and  loss. 

3rsonal  accounts  to  a  very  large  extent  virtually  check 
isclvcs  b^  the  cash  received  or  paid, 
id  now  with  reference  to  the  personal  accounts  :  having 
rtuined  the  terms  of  credit  of  the  particular  business 
lints  investigated,  we  should  in  this  light  critically 
lino  these  accounts  in  the  ledger,  making  note  of,  and 
ng  the  manager's  and  directors'  attention  to  any 
.rcntly  overdue,  or  in  which  the  balances  are  not  clearly 
lable,  or  where  periodical  clean  settlements  are  not 
[J,  and  should  it  not  be  deemed  advisable  to  write  off 
^  doubtful,  or  partially  bad,  for  fear  that  the  partial 
,'<;ry  thereof  might  be  thus  lost  sight  of,  at  any  rate  we 
Itl  8ce  that  an  ample  reserve  to  cover  the  expected  loss 
ich  debts  should  be  made. 

pUtn  of  verifying  personal  ledger  balances  is  adopted  by 
firms  which  could    with   considerable  advantage  be 
ided  to  company  audits. 

c  system  alluded  to  is  carried  out  in  this  way — as  soon 
lie    books  are  balanced,  the  book-keeper  is  instructed 

u  p  and  send  to  all  the  customers,  whether  debtors  or 
>ors,   a  printed  form  showing  the   balance  at  their 


debit  or  credit  at  the  period  named,  asking  them  to  com- 
pare this  with  their  ledger,  and  fill  up  an  accompanying 
confirmation  form,  and  forward  it  direct  to  the  auditor  who 
would  compare  these  letters  of  confirmation  with  the  ledger 
accounts. 

Before  passing  to  the  examination  of  the  company's 
balance  sheet  and  profit  and  loss  account,  it  should  be 
noted  that  m  places  where  the  invoices  are  sent  out  and 
booked  gross,  provision  should  be  made  for  the  discount 
which  will  in  settlement  have  to  be  allowed  therefrom, 
otherwise  the  profit  for  the  period  would  be  overstated. 

The  forms  in  which  balance  sheets  and  profit  and  loss 
accounts  are  made  out  and  presented  to  auditors  and  to 
shareholders  differ  so  greatly  according  to  the  nature  of  the 
business  dealt  with  that  I  shall  not  here  attempt  to  describe 
them,  but  content  myself  by  placing  on  the  table  two  or 
three  typical  specimens  and  offering  gladly  to  give  any 
explanations  relating  to  them  that  may  be  required  by  any 
of  the  students. 

The  balances  from  the  personal  ledgers  having  been 
checked  into  the  balance  sheet  the  nominal  ledger  balances 
must  be  critically  examined  and  traced  into  the  profit  and 
loss,  or  revenue  account,  and  of  course  also  the  items  of 
plant,  property,  capital,  <&c.,  into  the  balance  sheet. 

The  question  of  depreciation  of  property,  plant,  machinery, 
wagons,  &c.,  is  one  requiring  constant  watching  and  very 
serious  consideration,  especially  in  such  industries  as  coal 
mining,  chemical  works,  and  the  like,  where  the  plant 
rapidly  depreciates,  or  the  property  becomes  worked  oat, 
and  the  sunken  capital  decreases  in  value;  and  is 
one  which  in  bad  times  is  not  pleasantly  entertained  by 
directors  and  managers. 

When  the  auditor  has  reason  to  be  dissatisfied  with  the 
allowance  for  depreciation,  it  may  be  necessary  for  him  to 
call  attention  to  it  in  his  report  read  at  the  shareholders' 
meeting. 

The  capital  as  stated  in  the  balance  sheet  should  be 
compared,  and  agree  with  the  total  of  the  balances  of  share* 
holders'  accounts  in  the  share  register. 

A  separate  book  is  generally  kept  for  dividends  so  ruled 
that  in  can  be  used  for  several  half-years  without  the 
rex)etition  of  shareholders'  names.  Into  this  the  dividend 
receipts  or  warrants  should  be  checked  and  a  note  taken  of 
any  unpresentcd  warrants. 

The  auditor  should,  where  it  is  possible,  see  that  the 
stock  in  hand  is  calculated  at  fair  prices,  but  in  all  cases 
carefully  avoid  any  responsibility  as  to  the  accuracy  of  the 
figures  by  a  saving  clause  in  his  report  to  the  effect  that  the 
stock  has  been  inserted  in  the  balance  sheet  at  the  value 
appearing  in  the  books. 

Where  the  practice  is  carried  out  of  having  interim  and 
frequent  audits,  as  is  usual  in  most  large  companies,  it  will 
be  found  a  great  convenience  to  keep  at  each  such  audit  a 
special  auditor's  memorandum  book  recording  the  work 
examined  at  each  interim  audit,  and  containing  notes  of 
special  items  requiring  attention,  memoranda  of  uncom- 
pleted work,  and  for  entering  suggestions  as  to  improvements 
m  books  and  accounts  made  from  time  to  time. 

In  conclusion,  lot  us  ever  bear  in  mind  that  under  no  cir- 
cumstances should  our  work  be  done  in  a  slipshod,  careless, 
or  indifferent  manner,  in  the  spirit  of  eye  service  or  time 
pleasing,  but  that  our  earnest  endeavour  should  be  by 
continual  honest,  faithful,  and  thorough  discharge  of  the 
multifarious  and  important  duties  imposed  upon  us  to  bring 
credit  upon  ourselves,  increased  reputation  and  standing  co 
the  firms  to  which  we  arc  attached,  and  lasting  honour  upon 
the  nrofcssion  of  chartered  accountants  to  which  we  are 
proud  to  belong. 

A  lengthy  discussion  followed  in  which  several  members 
took  part.  On  the  motion  of  the  chairman,  seconded  by  Mr. 
Glass,  a  vote  of  thanks  was  unanimously  accorded  to  Mr. 
White  for  his  lecture. 

A  vote  of  thanks  to  the  chairman  closed  the  meeting. 
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BOROUGH  ACCOUNTS. 


By  Mb.  C.  H.  Moss,  P.C.A. 


At  an  ordinary  meeting  of  the  members  of  the  above 
Society,  held  at  the  Law  Society's  Rooms  on  the  21st 
January,  Mr.  T.  G.  Shuttlewobth,  F.C.A.  (the  president) 
in  the  chair,  Mr.  C.  H.  Moss,  F.C.A.,  read  the  following 
paper: — 

When  asked  by  your  secretary  to  write  a  paper  I  am 
afraid  1  should  have  declined  without  much  consideration, 
if,  in  the  letter  containing  the  request,  a  subject  had  not  been 
suggested.  This  seemed  to  make  the  request  a  kind  of 
challenge,  and  on  thinking  over  the  matter  for  a  short  time, 
I  concluded  that  it  would  be  ill-natured  of  me  not  to  try 
and  put  together  some  few  ideas  gained  by  experience, 
which  might  be  of  benefit  to  some  of  you. 

Perhaps  the  subject  of  Borough  Accounts  may  not  be  an 
ill-chosen  one,  when  we  consider  the  magnitude  of  the 
operations  of  many  of  the  corporations  of 
large  towns.  Manchester  for  instance,  owns  property 
which  has  cost  over  £8,000,000.  Leeds  has  spent  £4,500,000 
in  acquiring  similar  work  and  carrying  out  improvements, 
and  most  of  the  Yorkshire  towns  have  very  important  under- 
takings on  hand. 

Last  year,  according  to  a  Government  Return,  the  income 
of  the  Boroughs  in  England  and  Wales  (inclusive  of 
London)  from  rates  alone,  was  £10,504,908,  and  the  total 
indebtedness  of  Local  Authorities  was  £151,704,000  or 
about  a  fifth  of  the  amount  of  the  National  Debt.  Half  of 
this  debt  is  owing  by  Town  Councils. 

You  are  probably  aware  that  the  only  provision  for  ex- 
amination of  Borough  Accounts  laid  down  by  Public  Act 
of  Parliament  is  that  of  the  election  of  Mayors'  and 
Burgesses'  auditors,  the  latter  being  nominated  by  the  rate- 
payers. 

In  many  towns  this  is  very  indifferent  machinery,  though 
I  know  cases  where  the  duties  are  efficiently  fulfilled. 
A  burgesses'  auditor  cannot  charge  for  auditing  Borough 
Fund  Accounts.  The  necessity  for  the  correct  keeping  of 
accounts  and  the  supervision  of  them,  has  been  so 
much  felt  by  some  corporations  that  special  power 
has  been  obtained  in  local  Acts  of  Parliament  to 
employ  and  remunerate  auditors.  Some  other  corporations 
employ  professional  auditors  even  when  they  nave  no 
special  power.  Considering  the  opportunities  which  occur 
in  public  matters  to  act  dishonestly,  it  is  of  great  im- 
portance that  proper  accounts  should  be  kept  and  a  strict 
audit  enforced. 

Each  year  it  seems  as  if  more  attention  has  to  be  devoted 
to  Borough  Accounts  by  members  of  our  profession,  and  it 
is  becoming  increasingly  the  practice  to  have  chartered 
accountants  as  auditors  or  accountants  to  corporations. 
Recent  frauds  have  still  further  caused  events  to  move  in 
this  direction. 
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In  carrying  out  the  government  of  a  town,  the  c 
have,  generally  speaking,  to  be  guided  by,  and,  Fiib/c 
the  law  laid  down  in  the  "  Municipal  Corporation 
and  the  **  Public  Health  Acts."  The  latest  of  i 
important  Acts  were  passed  in  the  yeats  lSb2  ati . 
respectively. 

The  Municipal  Corporation  Acts  relates  more  porJ:: : 
to  the  election  of  the  council  and  its  officers,  ai: 
Municipal  Government  and  the  expenditure  therecL 

The  Public  Health  Acts  direct  operations,  bcth  y 
and  financial,  with  regard  to  sanitary,  scaTengiQ^;.  i::.*. 
and  highway  matters.  The  degree  to  which  atown's  c.:-: 
are  regulated  by  these  Acts,   depends  on  the  d^iK  J ; 
incorporation  of  the  Borough. 

In  the  notes  which  1  am  about  to  read,  I  intend  :•  : 
on. subjects  which  I  think  may  be  ot  practical  yi.z= 
society  such  as  this,  and  not  to  touch  on  any  \^i.  <.< : 
ground  outside  our  province. 

In    the     examination  of    any     number  of  "I-* 
Accounts,"  nothing  strikes  one  more  forcibly  thatii.. 
variety  of  methods  of  keeping  such  accounts.  Oi  \:iL  >^ 
it  has  seemed  to  me  that  the  systems  in  use  in  srcic  t." 
have  grown  much  better,  but  I  am  bound  to  saj  tbt  '- 
an  Accountant's  point  of  view,  there  is  still  rooci :« 
provement  with  regard  to  many  towns.    I  bre  >> 
also  that  some  of  the  largest  towns  are  by  no  nav 
best  in  the  matter  of  accounts,  especially  if  their  [^^ 
abstracts  be   taken  as  the  test.    I   have,  howcvtr  : 
opportunities  of  examining  the  books  of  several  U.'ff '-*'^ 
as  well  as  of  perusing  the  printed  accounts.    Somr  rr ' 
tions  merely  publish  a  summary  or  a  copy  of  (^  * 
accounts,  sometimes  mixing  items  of  capitaJ  and  r:  J 
together  and  sometimes  separating  them.    In  sc~    ' 
the  accounts  are  headed  "  Receipts  and  Payments  -  - 
others  *'  Income  and  Expenditure,"  the  headings  (•;  • 
on  opposite  sides  of  the  page  in  different  boroogt?  •:  - 
terms  occasionally  misapplied.     In  many  cases  c:  .. 
sheets  at  all  are  published,  or  only  incomplete  ones « 
not  show  outstanding  current  assets  or  liabilitie-' 
corporations  publish  after  their  receipts  and  par-' 
**  Stock    Account  "   or   *'  A    Statement    of  Asi^^  ^ 
Liabilities  "  which  may  be  reconciled  with  the  x*^  | 
account,    but  evidently  do  not  fill  the  place i'f>"' 
balance  sheet.    The  lack  of  uniformity  in  Borocgb  A^-  ^ 
is  due  in  some  measure  to  the  fact  that  nearly eve'^  ' ' 
tion  has  obtained  Local  Acts  of  Parliament  vbc.  ' 
prescribe  a  particular  mode  of    raising  the  ii^^ 
expending  the  monies,  and  sometimes  affect  the  in^ 
and  audit  of  the  accounts.    Nearly  all  goTenucent^''* 
and  returns  too  formerly  only  recognised  acttui  ^>  : 
and  payments,  and  troubled  not  about  loans  or  *ieh> 
my  numble  opinion  the  accounts  of  a  oorpor»&'£  •^' 
showclearly  the  actual  income  and  expenditure  eft-'    ' 
by  means  of  revenue  accounts  for  every  deparx-"' | 
taking  into  account  outstanding  accounts  on  bi^-'f 
Separate  capital  accounts  should  be  f^bown,  and  t^'  *' 
agreed    and   confirmed  by  a    proper  balance  ^i^^  ^ 
example  of  the  class  of  accounts  may  be  seen  u>  ^'  ^ 
Halifax,  of  which  I  have  here  a  copy  of  one  of  tbepe^a^ 
abstracts.    Leed's  accounts  approach  somewfatt  tc  ^ 
but  in  my  opinion  have  the  demerit  of  ^^^^^ 
same  abstract  systems  different,  for  different  depa-"^ 
one  kind  being  perfect  and  the  other  not.    U^tpx  ^ 
debt  of  £6,800,000  only  pubUshes  a  rather  indiftJ?^' 
accounts  with  no  balance  sheet  at  all.    I  have  kii;^' 
Authorities   get  very  far  wrong  in  over  expsc-  '• 
ignoring  large  accounts  which  they  owed  ai  tb 
year,  or  by  using  up  for  current  expenses  niomy   • 
for  the  construction  of  permanent  works.   T^''? 
such  places  usually  have  rather  an  unpleasant  i"»- 
in  the  shape  of  greatly  increased  rates  aftsr«^^^, 
here    for  your  inspection,    copies  of  accoonu  «*  ' 
boroughs,  which  show  some  of  uie  anomalies  josis^ 
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on  will  notice  that  the  financial  year  generally  ends 
[arch  25th,  but  there  are  some  which  close  their  years  at 
bher  times. 

In  the  accounts  of  every  borough,  there  are  several 
apartments,  each  having  a^eparate  cash  and  bank  account, 
r,  as  it  is  often  called  "Treasurer's  Account."  In  ; the 
rarest  borough  to  your  own  (to  which  of  course  my  know- 
dge  refers  more  particularly),  there  are*eleven  such  separate 
^counts.  In  that  case,  as  in  many  others,  the  treasurer  is 
erely  the  banker  of  the  corporation,  and  takes  no  part  in 
lancial  management.  In  many  towns,  however,  the  office 
treasurer  corresponds  with  that  of  borough  accountant. 
t  speaking  of  any  of  these  deparments,  I  assume  you 
recbdy  knoW  that  in  each  set  of  accounts  are  used  cash  book 
id  ledger,  and  in  some  sets,  also  invoice  book,  journal  and 
bsidiary  books. 

Before  remarking  oq  the  accounts  of  the  departments  of  a 
trough,  I  will  offer  one  or  two  general  observations.  One 
atter  of  importance  is  the  question  of  the  indebtedness 

corporations.  A  town  council  obtains  sanction  to 
•rrow  money  for  expenditure  on  permanent  works,  and 
riot  limits  of  borrowing  are  fixed  by  Government,  and  also 
riods  for  repayment.  The  mode  of  borrowing  and  repay- 
D^  is  left  pretty  much  to  the  corporations  themselves,  as 
til  as  the  question  of  the  security  given.  Consequently, 
3st  corporations  have  borrowed  by  means  of  stock,  deben- 
res,  or  fixed  loans  for  various  terms  of  years,  and  the 
rangements  for  repayment  are  by  sinking  funds,  annuities 
other  ways.  To  an  auditor  or  accountant,  it  is  of  great 
portance  that  the  proper  sums  should  be  set  aside  each 
i.r,  in  accordance  with  the  power  authorising  the  borrow- 
l  of  the  monev.  In  some  cases,  repayments  are  arranged 
a  faulty  method  of  paying  equal  annual  instalments  of 
ncipal.  This  causes  the  ourden  of  the  loan  to  rest  very 
Bivily  on  the  first  part  of  the  period,  which  is  generally  just 
)  time  when  a  growing  concern,  such  as  a  waterworks,  is 
b  able  to  bear  the  strain,  or  in  other  words  it  taxes  the 
isent  generation  in  favour  of  the  next.  By  far  the  best 
y  of  borrowing  is  by  means  of  Corporation  Stock,  charged 
all  the  revenues  of  a  borough,  and  repayable  by  means 
%  sinking  fund.  Another  point  which  may  be  mentioned, 
he  necessity  for  the  production  to  the  council  or  com- 
itee  of  a  periodical  abstract  of  balances  of  every 
lartment,  so  that  it  may  be  known  exactly  how  the 
snues  of  the  corporation  are  going  on.  Once  a  month  is 
te  seldom  enough  for  this.  I  have  here  an  example  of 
abstract  of  ledger  balances,  which  gives  pretty  nearly  all 
information  which  would  be  desired,  without  some  such 
hentic  information  a  council  may  drift  into  debt,  or  on 

other  hand,  may  exact  unnecessarily  high  rates. 
»tlier  question  which  affects  all  departments  is  that  of 
payment  of  cheques.  All  orders  on  the  treasurer  must 
dgned  by  three  members  of  the  council,  and  counter- 
ed by  the  town  clerk.  By  an  improved  system,  now  in 
by  some  corporations,  the  whole  of  the  payments  are 
(red  on  one  or  more  sheets,  copied  from  the  minutes  of 
committee,  which  after  being  carefully  gone  through  by 
committee,  and  the  totals  made,  are  signed  by  order  of 
council  and  transmitted  at  once  to  tne  bazikers,  who 
in  them  for  reference  on  presentation  of  each  cheque, 
clieques  themselves  are  made  out,  signed  and  paid  by 
accountant,  or  treasurer,  in  accoidance  with  the  com- 
ice's  minutes.  Although  no  system  makes  fraud 
^ssible,  this  plan  renders  it  very  difficult  for  officials  or 
ers  of  cheques  to  rob.  I  always  advise  even  veiy  small 
s  to  be  paid  by  cheque  rather  than  that  loose  cash 
lIcL  be  in  the  hands  of  clerks. 

^  tbe  cases  of  most  of  the  boroughs  which  do  not  possess 
r  own  gasworks  and  waterworks,  the  accounts  are 
Le<i  into  two  principal  departments  known  as  the 
rough  Fund  "  and  the  "  District  Fund"  accounts.  I- 
ncfst  boroughs,  because  some  few  (generally  old  ones)  by 
ojrity  of  their  Local  Acts  of  Parliiunent  have  only  one 


general  account  called  a  **  Rate  Account  "  or  a  "  City 
Fund,"  or  some  other  special  name  suited  to  the  oiroum- 
stances. 

Borotigh  Fund  Accounts. — The  Borough  Fund  Account 
usually  contains  the  record  of  the  expenditure  of  a  Town 
Council  on  the  maintenance  of  municipal  buildings,  free 
libraries,  baths,  parks,  the  payment  of  officials'  salaries, 
police  expenses,  expenses  of  administration  of  justice,  cost 
of  municipal  and  parliamentary  elections,  and  calls  of  the 
school  board.  The  income  of  this  department  is  derived 
from  rents,  where  corporations  own  estates,  and  from  the 
borough  rate.  Fees  and  penalties  also  swell  the  receipts  of 
the  fund. 

The  accounts  of  this  part  of  the  business  of  a  borough,  al- 
though pretty  voluminous,  are  simpler  than  most  of  the  others 
parts,  and  may  be  kept  almost  on  a  cash  basis,  as  there  is 
no  necessity  to  keep  "  personal  accounts  "  through  the  year, 
the  exception  being  when  the  end  of  the  fizianoial  year 
arrives.  This  practice  seems  to  me  to  be  correct  and  con- 
venient, because  all  accounts  are  paid  by  corporations 
monthly ;  and,  by  posting  the  various  items  of  expenditure 
direct  from  the  cashbook  to  the  debit  of  the  impersonal 
account  in  the  ledger,  a  concise  view  of  the  matter  is 
obtained  by  simple  and  easy  means.  When  the  books  are 
dosed  for  the  year,  the  outstanding  accounts  for  that  par- 
ticular month  are  entered  in  an  invoice  book  with  columns, 
or  in  a  journal,  and  debited  in  one  item  to  the  nominal 
account  in  the  ledger.  The  details  are  then  credited  to  the 
various  personal  accounts,  which  are  closed  again  by  the 
following  month's  payments.  In  order  to  obtain  an 
analysis  of  the  expenditure  the  various  pages  of  the 
general  ledger  are  ruled  in  columns,  corresponding  in 
number  to  the  required  division  of  the  income  or  expendi- 
ture, the  items  being  entered  in  the  detail  column  at  the 
same  time  as  they  are  posted  into  the  total  column. 

The  totals  of  the  whole  of  the  columns  agreeing  with  the 
gUmd  total,  mav  be  readily  abstracted  for  information  or 
publication,  and  the  results  may  with  equal  readiness  be 
transferred  to  the  general  revenue  account.  The  same 
procedure  is  effective  with  the  capital  accounts.  In  order 
that  a  clear  view  of  the  matter  may  be  obtained,  I  have 
brought  for  your  inspection  a  Borough  Fund  Ledger, 
similar  to  the  one  now  in  use  in  a  neighbouring  town, 
also  examples  of  some  of  the  subsidiary  books  in  use 
there. 

Loans  and  interest  registers  are  also  necessary,  as  also 
subsidiary  cash  books  for  the  details  of  police,  free 
library,  &c. 

The  borough  rate  is  nearly  always  collected  through  the 
overseers,  the  town  clerk  serving  what  is  called  a  *'  precept " 
upon  those  officials,  and  the  amount  being  collected  with 
the  poor  rate.  The  council  must  first  make  a  careful 
estimate  of  their  requirements  and  upon  receiving  the 
formal  demand,  it  is  the  duty  of  the  overseers  to  levy  their 
rate.  In  many  towns,  the  greater  part  of  the  poor  rate  is 
absorbed  by  the  money  handed  over  to  the  council.  When 
it  is  remembered  that  in  collecting  the  poor  rate  no  allow- 
ances are  made  in  the  assessment  of  land,  railways,  canals, 
and  other  property,  which  are  entitled  to  deductions  in  the 
collection  of  some  other  rates,  it  will  be  seen  how  important 
it  is  that  only  expenditure  properly  belonging  to  the  borough 
fund  department  should  be  allowed  to  be  defrayed  out  of 
the  borough  rate,  on  the  other  hand  the  reverse  is  equally 
important  to  most  property  owners.  A  borough  rate  must 
not  be  made  to  cover  expenditure  which  has  taken  place 
more  than  six  months*  previously.  The  income  for  baths 
and  free  libraries  is  received  under  separate  Acts  of  Parlia- 
ment, but  in  most  towns  it  is  collected  with  the  borough 
rate.  The  Acts,  however,  state  that  distinct  accounts  must 
be  kept,  so  that  the  cost  of  the  maintenance  of  such  under- 
takings may  bd  shown. 

District  Fund  Account. — The  District  Fund  Accounts  of  a 
borough  are  rather   more   complicated  than  those  of  th« 
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borough  fund.  The  income  (which  is  from  various  sources) 
is  collected  by  the  corporation  direct,  and  the  expendi- 
ture is  more  diverse  than  that  already  noticed.  The  income 
is  usually  and  principally  derived  from  the  general 
district  rates  which  are  supplemented  in  some  towns  by 
receipts  from  private  improvement  rates,  sanitary  or  special 
expense  rates.  In  levying  a  general  district  rate  care  is  taken 
that  proper  estimates  of  the  expenditure  are  laid  before  the 
coimcil,  and  confirmed.  Where  illegal  items  are  included 
in  estimates,  or  such  estimates  are  otherwise  improperly 
made  out,  a  rate  is  liable  to  be  held  invalid,  and  could  not 
then  be  enforced.  The  levy  may  be  made  either  yearly  or 
half-yearly.  For  the  purpose  of  this  rate  certain 
classes  of  property  are  assessed  on  reduced  rateable 
values. 

The  expenditure  of  this  department  covers  the  amount 
required  for  the  maintenance  of  the  streets  and  highways, 
public  lighting,  the  carrying  out  of  the  scavenging  and 
sanitary  arrangements  of  the  town,  private  improvements 
and  generally  street  improvements,  the  weight  of  the 
expenditure  on  the  last  named  being  usually  spread  over  a 
number  of  years.  In  order  that  the  person  who  keeps  these 
accounts  may  have  a  concise  record  of  the  transactions  of 
the  corporation,  I  have  found  it  convenient  to  adopt  in 
cases  of  this  kind  a  system  of  duplicate  books  of  accounts, 
one  set  of  books  being  subsiduary  and  containing  the  details 
of  portions  of  the  accounts,  and  the  other  set  the  totals. 
Pernaps  I  shall  best  explain  niyself  by  giving  an  example ; 
A  town  council  is  continually  ^ing  work  of  various  kinds, 
which  is  chargeable  to  owners  of  property  or  others.  Take 
the  surveyors  private  improvement  department.  Such  work 
as  just  mentioned  when  done  is  entered  in  the  subsidiary 
day  book  and  posted  to  the  subsidiary  ledger.  In  order  that 
the  amounts  due  may  be  got  in,  the  items  are  periodically 
abstracted  and  entered  in  the  collectors*  subsidiary  ledger,  the 
totals  being  at  the  same  time  debited  to  a  "collectors'  account," 
under  its  proper  heading  in  the  general  ledger  and  credited 
in  the  same  to  the  revenue  of  the  particular  department. 
The  collector  proceeds  to  get  in  the  monies,  and  enters  the 
details  of  his  receipts  m  his  subsidiary  cash  book  (which 
has  separate  columns),  paying  over  to  the  accountant  or 
bankers  of  the  corporation  in  lump  sums.  These  sums  are 
entered  in  the  general  cash  book  under  the  head  of  "  Private 
Improvement  Account,'*  and  posted  to  the  credit  of  that 
account  in  the  general  ledger.  The  items  on  the  credit  side 
of  the  collector's  cash  book  appear  as  debits  in  the  general 
cash  book.  At  any  moment  the  two  sets  of  books  may  be 
compared  and  the  balances  shown  in  the  detailed  subsidiary 
ledger  of  the  collector  will  agree  with  the  balance  shov^n  in 
the  general  account,  and  at  the  end  of  the  year 
the  material  for  the  balance  sheet  may  be  obtained 
from  either  ledger,  according  as  the  examiner 
may  wish  for  detail  or  for  total.  It  is  a  good  plan 
for  the  collectors'  subsidiary  accounts  to  be  kept  in  columns 
similar  to  rate  books,  with  which  most  of  you  will  be 
familiar.  This  greatly  facilitates  balancing.  Of  course  in 
large  corporations  a  large  number  of  these  subsidiary  books 
would  be  required,  but  the  principle  is  the  same.  I  have 
brought  several  books  as  examples.  With  regard  to  the 
ordinary  expenditure  of  this  department,  the  system  of  post- 
ing direct  from  the  cash  book  to  the  impersonal  account  in 
the  ledger  is  generally  applicable,  as  I  have  recommended 
in  the  borough  fund  accounts.  Sometimes,  however,  it  is 
desirable  that  personal  accounts  should  be  kept,  involving 
the  continuous  use  of  the  invoice  book  or  journal.  I  may 
here  say  that  in  borough  accounts  the  journal  is  a  very 
useful  book,  as  many  transfers  have  to  be  made  and  of  cen 
rather  lengthy  explanations  are  required  to  show  the  matter 
plainly.  It  is  an  advantage  to  have  the  ledger  pages  ruled 
to  suit  the  various  departments,  some  requiring  more 
columns  than  others.  In  the  sanitary  department,  for 
example,  you  want  to  know  the  year's  expenditure  on  salaries, 
ox  for  carting,  or  for  any  other  division.    The  addition  of 
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the  various  columns  at  the  end  of  any  month,  gives  t 
formation  as  to  how  the  year's  expen^ture  is  phi,  c. 
enables   a  town  council   to  "  cut  its  coat  accorJii: 
cloth,"  in  the  way  I  have  mentioned  at  the  beginniiig 
notes. 

Oas  Works,  Wat^  Works,  and  Mar&e^i.— Altko^  - . 
corporation  at  Sheffield    does  not  own  gas  work  >: 
works,  or  markets,  most  corporations  have  some  d:  : 
these  undertakings  in  their  own  hands.    With  the  ev 
of  some  necessary  modifications  and  additions,  tht- 1  •: 
account  relating  to  these  concerns  are  veivsimikrto  l 
of  any  large  manufacturing  business,  and  all  of  m  ^~. 
acquainted  with  such  accounts  in  {^actice  oi  ia '.^:  ^ 
The  system   of  subsidiary  books  already  mentiooei.:: 
useful  with  regard  to  gas  and  water  rentals.  la  &  ^ 
town    the  consumers    of    gas    and   water  nomlie: -. 
thousands,  and  of  course  a  personal  aocoont  niui:  ■« .; 
with  each  consumer. 

By  the  system  of  having  an  oblong  shaped  wx^  r 
like  the  example  I  have  brought  for  your  insp^tu-  - 
whole  year's  transactions  of  a  score  consumer  (bott  u. 
and  credits)  are  shown  on  one  page. 

The  totals  of  the  colunms  being  summarized,  re  -^ 
make  up  the  trade  account,  and  to  agree  vith  :bp 
totals  posted  in  the  general  ledger.    In  the  case  c^::  - 
of  residual  products  and  water  services,  separate  i; 
and  ledgers  are  required,  the  results  of  which  are  ah-i 
transferred  to  the  rentals  in  the  way  mentioned  «>-" 
ing  of  the  district  fund  accounts.    There  are  miiy 
of  detail  which  have  to  be  kept,  such  as  stores  bcoi-  ^ 
of  meter  readings,  and  numerous  others. 

One  or  two  matters  may  bo  mentioned  in  conntc' 
gas  and  water  works  or  markets,  carried  onby  to^  - 
which  differ  from  ordinary  trading  concerns.  1" 
pulsory  on  a  local  authoritv  to  form  a  sinking  tod 
annual  contribution  must  be  made,  or  in  some  ^"'' ;' 
vide  annually  such  sums  as  will  in  a  prescribed  p^n 
the  original  amount  borrowed.     The  best  plan  i-t 
every    year    such  a  sum  as  will    with   coin|>ocDi 
reach  the  required  amount  in  the  required  Vvip  " 
The  borrowing    power  and  repayments  are  prttv 
watched  by  the  Local  Government  Board,  to  vhca ' 
must  be  sent  every  year,  and  the  matter  require>  'ir 
ful  .attention.      The    fact    of    guch     undertax.:.;- 
monopolies,  has  always    caused  Government  J^\  -' 
limits  to  the  powers,  and  in  some  respects  mu: :  1  ^• 
of  action  is  allowed  to  the  management  than  t^  "^ 
companies.     Water  works  in  large  towns  are  often  - 
on  at  a  considerable  loss,  because  the  article  ^ 
considered  to  bo  a  necessity  of  life,  and  the  ciiir- 
consumers  must  be  kept  within  limits  whatever  li*- 
actual  cost  of  the  water.     In  cases  like  these,  ^'  ^ 
be  taken  that  the  ratings  of   the  undertakings  *'? 
basis  of  the  revenue,  and  not  on  the  structural  ti-^ 
works  and  mains.    It  may  not  be  known  to  ail  ^f  ' 
the  assessment  of  a  gasworks  or  water  works  is  n.»-- 
revenue  as  shown  by  the  best  published  accouuti  ►• 
valuation  is  made.    This  question  of  rating  is  12  - 
ing  one,  but  too    wide  to  be  discussed  here.    -'•'"; 
ment  for  income  tax  is  also  very  important,  and  c 
week  I  had  a  fight  with  the  worthy  surveyor  of  W'* 
has  charge  of  our  district. 
.  With  regard  to    other    departments,  which  I  -^  • 
mentioned,  the  same  description  of  accounts  are^^^ 
I  don't  know  that  I  could  usefully  take  up  y-  . 
going  into  them.     I  need  hardly  say,  howcvtr, '- 
be  glad  to  try  to  answer  any  questions  which  ^"-^ 
of  you,  and  to  give  any  information  I  can.    ^^'\  ^ 
must  be  my  excuse  for  the  fact  that  my  p*?^  -' " 
disjointed  and  rough. 

After  a  short  discussion,  a  cordial  vote  of  tt*^ 
accorded  Mr.  Moss  for  his  interesting  paper. 
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STATISTICS  OF  FAILURES    ' 

n  the  United  Kingdom  during  the  years  1883  and  1884. 


By  Richabd  Seyd,  P.S.S. 


lie  namber  of  Failares  sumounced  in  the  year  1884  has 
n  4,394,  of  which  607  are  in  the  financial,  wholesale,  and 
Qufaoturing  branches  of  trade,  and  8,787  in  retail  trade, 
fessional  pursuits,  builders,  publicans,  among  the  work- 
classes,  &c.,  &c, 

he  Failares  in  the  Wholesale  Trades  were  distributed  as 

ows : — 

For  the    Daring  the  year 
year  1884. 

1883.    1st  hall.  2nd  half. 

London   377  81  68 

Liverpool    69  16  16 

Manchester    98  15  6 

Lancashire 88  9  9 

Yorkshire*      215  42  43 

Birmingham    and    Midland    Iron 

District 109  20  80 

S^cwcastle,   Middlesborough,    Hull 

and  District 47  21  12 

3ristol,      Cardiff,     Newport     and 

Swansea     37  8  6 

Provinces    232  66  48 

Scotland 83  44  40 

reland    16  8  9 

1,361      320      287 
*Not  inclading  Middlesborough  and  Hull. 


le  number  of  Failures  in  each  month  during  1884  was 
•Hows : — 

Jon.  Feb.    Biarch    April  May  Jane 

Icsalo    82  56  37  58  42  45 

il    634  318  300  278  281  237 

616  374  337  336  323  282 

July  Aug.  Sept.  Oct.  Nov.  Dec 

Icsale  54  59  47  42  46  39 

il  300  306  271  312  298  352 

354  365  318  354  344  391 

itributed  as  follows  ; — 

Jan.  Feb.  March  April  May  June 

A^n     /Wholesale     76  47  34  44  30  37 

"^^     (RetaU  ..486  244  341  209  236  181 

July  Aug.  Sept.  Oct.  Nov.  Dec. 

(Wholesale     44  53  37  33  40  31 

(Retail 248  244  223  266  247  802 

Jan.  Feb.  March    April  May  June 

.„_    i  Wholesale      6  7  3  12  10  6 

'^^"    U^etail....     30  49  46  52  36  40 

July  Aug.  Sept.  Oct.  Nov.  Dec. 

(Wholesale      9  4  7  8  6  3 

\Recail....    40  47  36  33  36  43 


Jan.       Feb.    March    April    May     Jane 

J                  (Wholesale     —          2        —  2          2          2 

IBELAND     1  Retail....     18        25        13        17  9        16 

July     Ang.     Sept.     Oot.     Not.     Dec. 

/Wholesale      12         3  1—6 

t^tttil....     12        15        12        13        15  6 

The  various  branches  of  Commerce  show  the  following 
proportions  of  Failures : — 

For  the  During  the  year 

year  1884. 

1888.  l8t  half.  Snd  hall. 

Agents,  commission,  yarn,  &c 98  22        10 

Bankers,  joint  stock  banks,  &  foreign 

bankers *!  fl        Jl 

Boots  and  shoes 107  22        22 

Brewers    11  1        — 

Cigars  and  tobacco. 5  12 

Cement  and  asphalte    4  1 

Coals 34  ,   6          9 

Contractors 4  5          8 

Com  merchants,  millers,  &c 26  9        10 

Cotton  and  colonial  brokers 11  2         8 

Cotton  spinners  and  manufacturers  . .      54  4          1 

Curriers,  tanners,  &  leather  merchants      58  10         8 

Discount  and  bill  brokers —  1        — 

Druggists,  &c.,  wholesale • 35  7          4 

Drysalters,  oils  and  colours 31  13          8 

Dyers,  bleachers,  and  finishers 40  5          4 

Electro  platers    3  3          3 

Engineers,  founders,  iron,  metal,  and 

hardware  merchants 180  46        43 

Financial  agents    8  —          1 

Glass,  lead,  earthenware,  &c 7  1        — 

Gunpowder —  —        — 

Hats  and  cap 21  3        — 

Hops 3  —          1 

Jewellers 21  4          8 

Manufacturers     and     merchants    of 

woollens,  worsteds,  elastics,  silks, 

stuffs,  hosiery 159  85        88 

Merchanto    147  38        40 

Oilcloth  —  _        — 

Provisions    53  7          8 

Hope,  sails,  &o 9  2          1 

Shipbrokers  and  owners 17  13        11 

Shipbuilders    6  4          3 

Stationers,  paper,  &o 17  3          9 

Sugar  refiners 1  —        — 

Tea,  coffee,  and  groceries 17  6          3 

Timber 26  14          6 

Warehousemen     and     importers     of 

foreign  goods 63  9          5 

Wine 62  12        18 

Wool  staplers  and  merchants 3  5          7 

Woollen  and  cotton  wastes 19  6         2 

Total                               1,361  820      287 

*  Charles  Devaux  ft  Co.,  62,  King  William  Street,  foreign  banker 

f  Oriental  Bank  Corporation. 

;  Truninger  &  Co.,  foreign  bankers. 

In  Retail  Trades,  &c.,  there  were : — 

For  the    During  the  year 

year  1884. 

1888.  Isthalf.  2nd  half. 

Accountants    *28  6          4 

Actors,  Artists,  &c 6  3          2 

Aerated  waters,  ginger  beer,  &c.    ....       27  11          6 

Auctioneers,  house  agents,  surveyors    146  81        27 

Bakers 270  43        40 

Blacksmiths    67  14          8 

Boat  builders,  mast makeiB* •••••••••      10  8         6 


446    No.  22. 


THE  ACCOUNTANTS'  STUDENTS'  JOUBNAL.       February  1,  M 


Brewers    • 88 

Brick  makers 41 

Brush  fibnd  basket  makers    19 

Builders,  architects,  &o 609 

Butchers 275 

Cab-drivers,  carters,  &c 11 

Cab,  omnibus  proprietors,  livery  stable 

keepers C4 

Cabinet  makers,  upholsterers,  furni- 
ture, &c.,  makers    106 

Carpenters,  joiners,  wheelwrights  ....  162 

Carriage  builders   48 

Carriers,  cart  owners 51 

Carvers,  gilders 16 

Cattle  and  horse  dealers 46 

Chemists,  druggists 61 

Clerks  and  commercial  travellers  ....  190 

Clerks  in  holy  orders. 35 

Coal  dealers 132 

Coffee  and  eating  house  keepers 30 

Confectioners 48 

Coopers 7 

Comchandlers,  hay  and  strawdealers  95 

Cow  keepers,  dairymen 62 

Drapers,  hosiers,  &o 877 

Engineers  in  Navy  and  officers  in  Army 

and  Navy  (active  and  retired  ....  22 

Farmers  453 

Fishing  smack  owners 14 

Fishmongers,  poulterers 98 

Furniture  dealers,  brokers  56 

Gardeners,  market  gardeners 44 

General  dealers,  curiosities 143 

Glass  and  earthenware  dealers 62 

Greengrocers,  fruiterers,  potato  sales- 
men    118 

Grocers,  provision  dealers,  &c 1,000 

Hair  dressers,  perfumers 28 

Hatters 41 

Ironmongers,  japanners,  tinmen   ....  168 

Jewellers,  watchmakers    124 

Labourers,  bricklayers,  slaters   143 

Leather  dealers 15 

Lodging  house  keepers « 35 

Looking  glass  makers,  picture  frames  33 

Millers  and  corn  dealers 48 

Milliners,  artificial  florists,  &o 61 

Miners,  colliers 17 

Music  sellers  and  publishers 6 

Musical  instrument  makers  &  dealers  27 

Newspaper  proprietors 8 

Nurserymen,  florists 47 

Oilmen 49 

Opticians 1 

Pawnbrokers    12 

Photographers , 20 

Plumbers,  painters,  gas  fitters 249 

Printers,  stationers,  engravers,  &c.    . .  127 

Professors  of  music    8 

Publicans 886 

Saddlers,  harness  makers 59 

Schoolmasters 36 

Shipwrights 5 

Shoe  and  boot  makers  and  dealers. . . .  259 

Solicitors 82 

Stockbrokers,  jobbers,  &c 27 

Surgeons,  physicians,  dentists    56 

Tailors 277 

Timber  dealers  and  sawyers    39 

Tobacconists 104 

Toy  and  fancy  dealers 37 

Tradesmen's  assistants • 63 

Undertaken    < '.'.'. 4 •  •'*** 4*,***  15 


23 

7 

10 

5 

3 

3 

109 

121 

36 

31 

1 

3 

G 

9 

16 

23 

46 

41 

9 

13 

6 

8 

5 

3 

14 

14 

13 

15 

48 

45 

16 

7 

35 

29 

8 

6 

12 

11 

2 

3 

15 

15 

8 

15 

67 

72 

9 

10 

143 

124 

1 

4 

17 

9 

10 

IS 

4 

9 

25 

21 

11 

15 

30 

19 

200 

169 

5 

6 

3 

8 

45 

49 

24 

27 

26 

22 

6 

3 

8 

4 

7 

2 

7 

11 

10 

6 

2 

3 

1 

3 

6 

3 

2 

5 

10 

6 

8 

8 

3 

4 

6 

3 

5 

34 

49 

26 

29 

— • 

1 

146 

126 

13 

12 

6 

6 

2 

1 

70 

53 

28 

21 

12 

7 

13 

15 

47 

45 

9 

7 

12 

17 

8 

5 

13 

19 

1 

8 

Miscellaneous 472    1^   B 

Private  persons 477     139    u: 


Total 


9,238  1,948  1. 


1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 


2,172 
2,643 
2,516 
1,478 
1,325 
1,314 
1,361 
607 


*  8  being  memberK  of  the  Institote  of  Aecoontaatt. 

In  the  Years.  No.  uf  Failures.         .     Whole^. 

11,022 
15,059 
16,637 
13,147 
12,005 
11,019 
10.599 
4,394 

The  decrease  in  the  number  of  ftulures  dniiDg  ths »?:  ■ 
part  of  the  year  1884  is  even  more  zemarkAbktb:^ 
during  the  preceding  half,  and  as  nunoan  of  p^ 
arrangements  are  continually  afloat,  it  remsiniftTei^r 
question  whether  the  new  Bankroptoy  Actiswa^fc^- 
as  its  promoters  anticipated  it  would  do.  The  ^' 
experience  seems  to  be  that  creditors  are,  on^r*^-' 
Act,  more  disposed  than  formerly  to  accept  wjKt- 
offer  of  composition  made  to  them,  rather  than  a^.^ 
the  trouble  and  expense  of  Bankruptcy  proceeding 

As  a  Commission  is  now  sitting  to  enquin  m^^'^'^ 
ing  of  the  Act,  it  may  be  advisable  to  draw  iiP- 
Clause  115,  in  which  it  is  enacted  that  "Aot;:* 
persons  carrying  on  business  under  a  co-paztDeisi'.^ 
may  be  proceeded  against  under  this  Act  in  the  s^-' 
firm,  etc." 

This  certainly  appears  a  serious  retrogpesaoa  ^^  • 
preceding  Bankruptcy  Law,  which  insisted  thai  t-^^ 
of  each  individual  partner  should  be  specified  in  ts : - 
cation  of  Bankruptcy. 

This  Clause  in  the  new  Act  seemstobeagKalt- 
which  ought  to  be  rectified  at  once,  or  it  may  lai^^- 
to  much  inconvenience,  as  it  leaves  a  door  opa  >  • 
scrupulous  traders,  who  may  work  under  fictitioe> 
without  much  fear  that  their  real  names  nu;  ' 
known  to  the  public  generally. 

It  so  happens  that  several  failures  have  alr»-.'^ 
place  during  the  past  twelve  months  among  finu-'  " 
importance  where  the  "Receiving  OrJer"  was'**^ 
against  the  firm  alone. 

It  does  not  follow,  because  the  name  of  a  fins 
instance,  Brown,  Jones  and  Smith,  that  there  is  »^ 
Jones  or  Smith  in  the  firm,  irrespective  of  the  fart^ 
individuality  of  the  partners  is  quite  lost  sigkJ  - 
there  Christian  names  are  not  given  in  full ;  itO'--' 
fore  be  admitted  that  it  is  in  the  interest  of  cc2^ 
firms   generally   that   the    failure   of  "  a  firm    ' 
necessitate  fuU  pubUcity  being  given  to  th«ntf*'' 
partnwi 
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THE  EXAMINATIONS. 
B  said  that  use  is  second  nature,  and  the  Examiners 
>  exception  to  the  rule.  It  is  hardly  to  be  expected 
u  accoantant  in  active  practice  settling  questions  for 
fluninations,  can  altogether  free  himself  from  the  in- 
es  of  the  class  of  work  which  he  is  in  the  habit  of 
transacting,  but  it  is  plain  that  this  tendency,  more 

inherenc  in  all  accountants,  requires  careful  atten- 
r  the  result  may  be  that  questions  of  a  specia],  or 
or  even  technical  kind  are  set  to  candidates  drawn 
half  the  counties  in  England,  on    matters  which 

And  solely  arise  in  connection  with  certain  kinds  of 
its  to  be  found  only  in  particular  towns  or  districts, 
fundamental  principles,  accounts  of  businesses  of 
sriptions  agree,  and  it  would  be  difficult  to  found  a 
bjection  to  a  question  which  required  the  working 
»ra  transactions  given  of  the  accounts  of  any  business 
er,  provided  of  course  that  the  particulars  be  clearly 
equately  set  forth.  But  details,  trade  usages  and 
s,  technical  terms,  and  like  matters  vary,  and 
,ly  should  form  no  part  of  questions  set  to  accoun- 


tants* clerks  generally.    It  appears  to  us  that  several  of  the 
questions  set  at  the  last   examinations    clearly  transgress 
what  should  be  the  broad  guiding  principle  in  this  respect. 
To  ask,  for  example,  a  Birmingham  student  what  he  would 
consider  it  advisable  to  charge  against  the  revenue  account 
of  a  shipping  company  beyond  the  usual  working  charges 
including  insurance  premiums  and  underwriters'  charges, 
and   (we  take  it  from   the   latter   part    of    the   question) 
depreciation  fairly  illustrates  the  absurdity  of  what  we  are 
now  referring  to.    it  is  not  a  question  to  work  out  a  ship- 
ping company's  accounts  from  given  particulars ;  even  such 
a  question  would  require  the  most  careful  treatment  from 
an  Examiner,  and  the  clearest  statement  of  facts  in  order 
that   injustice  should    not   result,  but  it  unostentatiously 
assumes  that  a  resident  of  the  Midland  capital  has  a  full 
and  exact  knowledge  of  accounts  which  in  all  probability  he 
never  has  and  never  will  have  acquaintsmce  with,  and  pro- 
ceeds to  ask  a  question  which  the  Liverpool  and  Newcastle 
members  of  the  Council  would  probably  take  some  time  to 
consider  before  replying  to.    An  even  more  objectionable 
question  was  that  which  asked  if  a  merchant  insure  £5,000 
through  a  Lloyd's  insurance  broker  on  goods  to  Bombay  at 
15s.,  the  broker  allowing  the  merchant  usual  rebate  of  half 
commission,  what  would  be  the  net  amount  the  merchant 
would  have  to  pay  ?    This  is  about  as  intelligent  a  question 
to  ask  a  gathering  of  candidates  from  all  parts  of  England, 
as  would  be  one  asking  for  information  based  on  a  know- 
ledge of  the  manner  in  which  the  Cornish  Mine  adventurers 
make  settlements,  (or  the  Mincing  Lane  brokers,  or  the 
cotton  brokers  of  Liverpool).    Such  questions  as  those  re- 
quiring   a    knowledge  of  shipping    and  marine    insurance 
might  bo  comparatively  easy  to  Liverpool,  Newcastle,  and 
London  candidates,  but  a  Manchester  accountant's  clerk 
would  know  as  much  about  them  as  a  Birmingham   candi- 
date would  know  about  the  usages  obtaining  amongst  the 
Lancashire  manufacturers  and  their  Manchester  agents,  or 
a  Sheffield  candidate  would  know  about  either.    We  do  not 
demand  from  anyone  more  than  average  intelligence,  but 
that  such  questions  as  these  should  have  been  proposed  and 
approved  by  examiners,  and  the  Examination  Committee 
does  not  in  any  way  exalt  their  reputation  for  possessing 
the  bare   elements  of    common    sense.    There    are   some 
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obvioiw  queries  ariung  <mt  of  such  qaettions  m  we  have 

refetrod.   which   may  justly  be  ooUed  conundrums,   and 

which  we  should  like  to  see  answered.    For  the  question  on 

the  sUpping  company's  accounts,  a  lame  defence  may  be 

made,  but  as  to  the  marine  insurance  business,  the  query 

IS.  where  do  the  principle,  of  bookkeeping  come  in  ?    What 

does  the  question  Ulustrate  7    I.  it  «,y  more  pertinent  to 

the  title  of  the  examination  paper  in  which  it  appears  than 

would  be  a  question  asking  what  is  the  through  rate  on 

machinery  from  Newcastle-on-Tyne  to  Bombay  7 

The»  were  throe  or  four  of  the  quesUons  the  answers  to 
which  depended  on  a  knowledge  of  foreign  currency.    We 
wo,Jd  simply  put  criticism  on  the«,  into  a  small  compass 
by  de«nbmg  them  a.  paltry.    Many  student,  come  »0 
miles  to  be  «amined;  the  time,  and  the  number  of  questions 
■et.  are  neoes«mly  limited;  and  should  be  used  to  the 
lpreat«.t^««t.go,  by  which  we  mean  that  such  questions 
Ao^d  be  put  a.  are  calculate!  to  draw  the  fullest  inT 
mabon  faom  a  candidate  and  import«it  points  which  com. 
withm  the  range  of  an  aocountanU'  work,  and  to  apply  the 
most  ««rch.ng  test  which  the  circmnstance.  admit  of     ft 
..    smiply    deplorable    that    such    quesUons    should   be 
put.  when  there  are  imiumerable  matters  of  the  highest 
and    mo.     general   importance    upon   which   candidate, 
for  admission  to  the  Institute  may  well  be  examined.   They 
indicate  a  poverty  of  resonrde.  a  «nallness  of  range,  a  lack 
of  understanding  as  to  the  true  function  of  an  exa^i^t^' 

^:tlT  ""'""  -^'••'.--^oi-.ev.^schoo.- 

techmcal  kmd.  or  of  a  kind  which  are  based  on  trade 
«««e.,  contmue  to  be  put.  it  would  be  a.  well.  perhaJHI 
ex^uners  were  to  let  it  be  apparent  from  thei  ^^^rot 
sUUng  such  questions  that  they  quite  understanTwhl 

wre  not  ignorant  of.    In  Jnnfl  latu    ^  ... 

i_.  1.  ,^  •'uno  1K84,  a  question  wan  nnf 

which  by  reason  of  the  conflict  of  opinio^  as  to  Uie  ^.J: 
(.f  answer  were  possible)  we  may  caU  celebrated  We 
hope  w.  are  not  asking  too  much  if  we  express  the  hopi 
that  such  absurdiUes  as  the  indiscriminatJ  ^  of  Z 
aefimu  and  distinct  terms,  "heirs."  "reeipiir  'tl 
sentatives,"  "  deceawd  Mtat.  ••  .„  .  "'P"'"".  »pre- 
thin.  «•  "~*««*>  ••t»te.    m  reference  to  the  Mune 

thmg.  VI...  a  btquest  of  a  turn  of  mo.^    k  T^ 

r^^iA^     «r     ,  '  "  """'fVt  be  Mmewhat 

l«  ter.  although  «,me  have  been  so  ill-natured  as  to  express 
this  opmion.  but  it  indicates,  to  «y  the  least.  aTitu" 
^nfusion  of  ideas  on  matters  which  L  a  examiner,  wo  thy 
the  name   would  certainly  not  promote  any  ca.^did.^L'1 

«  wpeot  of  matter,  which  every  oiBc-boy  ought  to  know. 


ACOOUMTANTS*  STUDENTS'  SOCIETIES. 


^flociations    for    the    mutual  imptoTement  ci   i 
profesBional  men  in  their   profession  are  mo(kr.  i 

«  Jk^S™^*^'*  .^^'^^  belong  to  a  high  stage  of  or    i 
A  bodj  of  scientific  young  men  who  admiK  then  ul  i 
and  to  some  extent  each   other,'*  tliough  opea  i\ 
entioism  of  jealous  and  cynical  outsiden,  u  bein;  ::^ 
a  mutual  admiration  society,  has  met  with  tha  WEifl^ 
tion  of  at  least  one  highly-gifted  writer.   It  ii  tree  a 
was  of  opmion  that  "  Society,  generally,  is  a  sooc;  ^  : 
of  books,  which  draws  the  virtue  out  of  what  is  bsr 
reding,  as  hot  water  draws  the  strength  of  tei^ 
and  so  the  inference  is  a  fair  one  that  the  pnie  h : 
out  with  no  measuring  hand  was  given  in  tha  bdkf  ci 
contents   of   hooks  are    better  learnt  by  a  mvr- 
adventurers  than  by  single  enterprise.    Although  w  p 
opimon  that  such  associations  merit  appn>batkBh&: 
other  reasons,  and  that  they  never  csndoawti 
necessity  for  private  study,  we  cannot  Uy  our  bads  i» 
authorities  cut  and  dried  which   can  be  wadilj «: 
in  support  of  these  conclusions;  and,  as  wt  doactr. 
to  improvise  variations  on  the  theme  we  have  is 
touched  upon,  we  shall  adduce  such  ai^oments  ii  of  : 
us  therepn,  and  leave  them  to  the  candid  oonsidanc: 
our  indulgent  readers.    Young  men  of  capacitr,  r:. 
together  m  harmony,  can  do  more  themselves  aii  t: 
other  than  thevoan  do  separately.    That  rt'jwn  ^ 
J^^JB  as  true  here  as  elsewhere,  and  familiarirr  w- 
breed  contempt  in  such  cases,  except  in  unasJiLT . 
satisfied  minds.      WhUe  competition   tends  ta  n.* 
intellectual  tone,  mutual  association  and  oombi»i: 
proves  the  social  sentiments,  especially  of  thej.-: 
nigh  class  society  supplies  no  poor  substitnte  to  tL  f- 
aooountant  for  the  training  of  a  university  UkeCr 
Cambridge.    We  do  not  mean  that  it  enables  a  mi  • 
to  his  name  the  letters  B.A.,  er  M.A.,  though k-- 
unwritten  ones  of  A.S.S.,  in  the  estimation  of  hi  i 
For  such  as  these  who  form  the  residuum  of  e^> 
we  have  but  little  sympathy,  and  it  may  well  U  i 
jo^jd  bave  been  better  for  such  had  theyne^'^' 
tised  their  natural  inoompetence.     Yet  even  in  tks  '-' 
must  not  be  supposed  that  incapacity  would  ha«bee 
oealed  ih  the  business  relations  of  after-life,  farintbaii 
of  stern  reality,  the  inefficient  partner  even  in  aaoW *J^ 
soon  tried  in  the  balance  and  found  wanting.   Tbc  t^- 
and  still  more  the  superior  young  professioBal  b^ 
association  with  his  fellows,  gains  their  goodwill,  t- 
belonging  to  a  society  such  as  we  are  writing  of.  ot^" 
mtroduotion  to  them,  and  a  pleasant  mode  of  adri"- 
himself .  which  he  would  find  it  difficult  to  get  in  n' ' 
manner  at  so  early  a  stage  in  his  career.    The  depK  »^ 
the  Umyersity  of  London  for  example  gives  to  iti  i^ 
is  a  good  certificate  of  intellectual  cauidty  and  ^ 
*^f.®;  but  what  evidence  is  IiIiD.,  Lond.,  thstthi?^ 
entitled  thereto  is  one  with  whom  one  can  waii  ^' 
lously,   or   indeed  of  necessity   anything  but  a  we*^ 
ii^J*^    In   order   to   get   that    much   coTetei «? 
all    that    he     has    had     to    do     has    been  to  ^ 
himself  for  certain  periodical  examinations  at  Ba^' 
House.    He  has  not  had  to  live,  as  at  one  of  the  old  ^■ 
sities,  actually  among  his  compeers,  and  in  ocd«  ^ 
pleasantly  to  cultivate  their  esteem.    He  hssoniTi* 
gnnd  at  the  mill  of  learning— a  mill  which  gi^  ^* 
and  often  grinds  out  exceeding  small  minds.    Wbtf." 
ever,  a  student  has  belonged  for  two  or  thiee  T^ 
societies  like  the  Accountants'  Studente'  Socictie*,*^^^ 
nianfuUy  gone  through  the  currioulam  prescribed  b?  the 
has,  over  and  above  the  intellectual  advantages  he 
denved   tharefrom   of   which    moi«   anon,  ^  isffi 
opportunities  of  interchanging  ideas  with  ^em  on  ser' 
of  the  greatest  interest  to  himself  and   the  ;cotas« 
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./hich  he  is  ultimately  to  belong.  He  sees  at  onoe  that  he  is 
lot  a  free  lance  entering  ux)on  a  crusade  upon  society,  but  a 
tiember  of  an  organised  body  of  gentlemen,  who  desire  to 
:eep  up  an  honoured  name  for  their  own  highest  interest  and 
^vantage. 

He  has  been,  as  a  student,  fitting  himself  to  rank  with 
)ther  men,  and  has  been  learning  that  narrow  and  selfish 
>iews,  at  all  events  on  business  matters,  it  is  bad  policy  to 
idopt.  Such  an  one  on  attaining  the  object  of  his  ambition, 
yy  being  elected  a  member  of  hifj  choice  profession,  naturally 
iclongs  to  the  Institute  of  Chartered  Accountants,  and 
ays  himself  out  for  the  best  class  of  work  ho  can  obtain. 
de  is  known  to  most  of  his  respectable  fellows,  and  when  he 
noets  them  in  business,  requires  no  introduction  and  is 
•ncountered  without  suspicion.  He  can  hold  out  a  helping 
land  to  others  who  are  on  the  first  rung  of  the  ladder  he 
las  got  well  up  on,  and  at  length  becomes  a  well  known  and 
ecognised  member  of  a  high  and  honourable  calling.  The 
)pportunities  for  intellectual  improvements  which  these 
iocieties  offer  are  by  no  means  to  Be  overlooked.  Consider- 
ng  the  short  time  they  have  been  formed,  it  is  highly  credit- 
able to  their  organization  that  they  should  have  secured  so 
;ood  a  body  of  lecturers.  It  is  surely  a  question  whether  it 
3  wise  to  disregard  the  opportunities  of  attending  such 
ectures  as  are  announced  by  the  various  students'  societies, 
f  the  excellence  of  those  given  in  the  past  can  be  taken  as  a 
criterion  ;  and  this  can  be  taken  for  granted  when  we  glance 
it  the  names  of  many  eminent  accountants  who  are  down 
)n  the  programmes ;  when  moreover  in  connection  with  the 
Liondon  Society,  a  fellow  of  Trinity  College  Cambridge  of 
ihe  reputation  of  Mr.  Sedley  Taylor,  and  barristers  in  actual 
practice,  like  several  whose  names  we  have  noticed  in  the 
programme  for  the  piresent  session,  have  been  induced  to 
;ive  their  time  for  the  good  of  the  society.  L'appetit  vient 
rn  mangeant^  and  what  a  student  learns  at  a  good  lecture 
nakes  him  go  on  to  want  to  know  more  about.  Far  be  it 
Tom  us  to  appear  to  suggest  that  the  mere  membership  of 
rhese  societies  is  a  panacea  against  '  priggism '  or  the  many 
oibles  of  the  present  day,  but  this  we  do  say,  that  by  so 
Icing  the  young  accountant  will  in  our  opinion  have  done 
ihe  best  he  can  for  himself  in  his  student  days.  When  the 
libraries  in  connection  with  these  societies  are  really 
jseful  ones,  and  when  the  opportunities  for  mutual  improve- 
nents  in  the  way  of  debates  and  classes  are  more  extended, 
hose  who  do  not  join  them  will  indubitably  have  handi- 
:apped  themselves  in  the  keen  race  for  professional  distinc- 
tion. Even  a  weak  flavour  of  onions,  which  is  the  best 
nost  of  us  can  boast  of,  is  an  intolerable  nuisance  if  not 
estrained  in  its  proper  bounds,  and  the  earlier  in  life 
;hose  bounds  are  learnt  the  better.  The  wholesome  admoni- 
tions of  our  fellows,  given  when  we  are  young  and  frank  and 
lot  self  seeking,  taken  in  good  part  are  by  no  means  to  be 
ineezed  at,  and  we  have  yet  to  learn  where  they  are  to  be 
rot  as  profitably  as  at  student  societies.  Look  how  they 
lourish  at  German  Universities.  Look  how  the  German 
Jniversity  man  succeeds  in  life.  Are  we  then  wise  in 
•efusing  advantages  of  a  similar  character  when  brought  to 
►ur  very  door. 


TRADING  ACCOUNTS. 


BBS  WEBS. — Continued, 

We  purpose  saying  a  few  words  in  this  article  about 
ledgers  and  Ledger  Accounts.  We  have  onl^  been  able  to 
;ive  a  few  examples  in  the  space  at  our  disposal,  but  we 
lave  chosen  as  many  varieties  of  accounts  as  possible  for 
,he  purpose  of  illustration.  In  the  course  of  this  series  we 
lavo  been  careful  not  to  use  any  technical  terms  where  it 
;ould  be  avoided,  and  have  said  nothing  about  the  distinc- 
tion between  Personal  Accounts  and  Impersonal  or  Nominal 


Accounts.  By  the  term  "Personal  Accounts"  is  usually 
meant  the  accounts  which  contain  the  transactions  between 
any  concern,  and  its  debtors  and  creditors,  and  the 
"impersonal"  or  "Nominal  Accounts"  contain  items  of 
income  and  expenditure,  such  as  sales,  purchases,  and 
expenses.  There  is  one  description  of  account,  as  for 
in.stance,  a  "  Plant  and  Utensils  Account,"  which,  perhaps, 
cannot  be  said  to  belong  to  cither  of  the  two  divisions 
mentionod  above,  except  on  a  somewhat  arbitrary  system  of 
classification;  but  the  discussion  of  this  question,  and  the 
enquiry  as  to  which  accounts  arc  "Personal."  n ml  which 
are  "  Nominal,"  and  as  to  which  are  neither,  if  tlicie  are 
any  such,  is  not  within  the  scope  of  these  articles,  and  the 
subject  need  only  just  be  noticed  in  passing. 

In  drawing  up  the  Ledger  Accounts  which  are  given  as 
examples,  no  notice  has  been  taken  of  the  fact  that  though 
only  one  ledger  is  absolutely  essential  in  a  system  of  book- 
keeping, yet  it  is  usual  to  have  two  or  more  according  to  the 
size  of  the  concern  and  the  number  of  accounts  to  be  dealt 
with.  We  have  found  it  convenient  to  group  the  accounts 
in  the  illustration  as  if  they  were  all  to  be  found  in  one 
lodger,  but  it  may  be  desirable  to  have  the  following  five  in 
use  at  one  time  :-^ 

Bought  or  Credit  Ledger. 

Sold  or  Debit  Ledger. 

Trade  Ledger. 

Loan  Ledger. 

Private  Ledger. 
The  first  of  these,  as  its  name  implies,  contains  the 
accounts  with  the  persons  or  firms  from  whom  goods  are 
bought,  and  the  second  contains  the  accounts  with 
customers.  In  the  business  of  a  brewer  dohig  a  family  trade, 
however  small  it  may  be  comparatively  speaking,  one-ledger 
for  debtors  and  another  for  creditors  is  quite  necessary,  and 
indeed  for  all  brewers  we  should  recommend  the  division, 
though,  no  doubt,  there  may  be  firms  doing  a  public  house 
trade  who  keep  these  two  kinds  of  accounts  together  in  one 
ledger. 

The  Trade  Ledger  is  used  for  what  we  have  referred  to 
above  as  "  Nominal  "  Accounts,  and  as  its  name  indicates  is 
for  the  purpose  of  receiving  postings  of  the  amounts  which 
go  to  show  the  result  of  trading.  These  amounts  are, 
amongst  others,  the  totals  of  Abstract  Book  and  Day  Book, 
and  as  regards  the  accounts  given  in  our  illustration  the 
"  Petty  Cash,"  the  "  Sales,  "  and  the  "  Malt, "  would  find  a 
place  in  this  ledger.  We  have  mentioned  a  Loan  Ledger  as 
likely  to  be  useful,  but  do  not  recommend  that  it  should  be 
kept  as  a  separate  book,  unless  the  loans  to  customers  or 
tenants  are  really  numerous,  otherwise  the  accounts  would 
be  better  kept  in  the  Debit  Ledger,  thus  avoiding  an  un- 
necessary multiplication  of  books.  The  account  which  we  have 
opened  in  the  name  of  "  Abraham  Brown,"  would  be  proper 
matter  for  a  Loan  Ledger,  as  it  is  supposed  to  be  an  advance 
of  money  at  interest. 

The  other  book  we  have  mentioned  as  desirable  is  a 
"  Private  Ledger,"  and  this  should  contain  the  Capital  and 
Withdrawal  Accounts,  the  Profit  and  Loss  Account,  and  the 
Balance  Sheets,  and  also  in  most  cases  the  accounts  relating 
to  expenditure  of  capital,  such  as  "  Buildings,"  "  Plant  and 
Utensils,"  and  it  should  also  contain  any  other  accounts  it 
is  advisable  to  keep  more  private  than  can  be  done  when 
the  books  are  lying  about  in  constant  use,  and  open  to  the 
inspeotion  of  everyone  in  the  office  as  the  general  books 
almost  inevitably  are.  It  will  be  observed  that  we  have  not 
given  a  Profit  and  Loss  Account,  which  is,  of  pourse,  as 
much  a  Ledger  Account  as  any  other.  The  reason  of  this  is 
that  we  intend  to  refer  to  the  subject  of  "  Profit  and  Loss  " 
in  a  later  article,  and  it  will  be  better  to  have  the  account 
before  us  then. 

The  first  account  in  our  illustration  is  with  the  "  Frederick 
Street  Malting  Company  Limited."  In  the  Abstract  Book 
which  was  printed  a  short  time  ago  will  be  found  an  entry 
of  malt  xeoeived  from  this  company,  and  the  amount 


452    No.  23. 


THE  ACCOUNTANTS'  STUDENTS'  JOURNAL. 


March  9,  l^v 


£110  15s.  Gd.,  is  posted  to  their  credit  now,  and  the  folio  in 
tlio  Abstract  Book  is  given  so  tliat  partieiil;irs  of  the  item 
may  bo  referred  to  at  any  time  by  Lurnin'^  no  Lh("  pai^c  in  tho 
Abstract  Book,  an  i  if  ik.c  *^.;iry  goinpj  still  further  back  to 
the  invoice  in  the  Invoice  V>on\<,  on  tlio  pipe  that  will  bo 
found  entered  opposite  the  item  in  the  Abstract  Book.  We 
find  that  this  amount  of  iillO  l.'is.  0,1,,  for  malt  is  balanced 
by  a  bill  on  tlie  other  side  of  th'.-  Lo  U'tr  Aecount,  and  on 
referring  to  tin;  Jiill  Book  at  tiie  foUo  i:ivon,  n  unely  "1," 
we  shall  find  all  iiif-.-rin  ition  a'x^u:  tho  hill.  Tho  account 
with  this  company  is  therefore  closed,  b^jt  tho  amount  of 
tho  bill  will  stand  to  the  crvilit  of  liills  Payable  Account, 
and  so  appear  as  a  liability  until  it  is  mot ;  therefore  in  the 
meantime  the  entry  made  only  his  the  efTect  of  clearing  off 
a  debt  on  open  account,  and  crearing  a  debt  on  a  bill  which 
is,  of  course,  correct  and  in  accordance  with  fact. 

In  tho  next  Ledger  Account,  namely,  that  in  the  name  of 
*'  Frederick  ^lorris,"  wo  find  that  the  account  begins  with  a 
balance  on  the  debit  side  of  £27  18s.  -11.,  and  wo  are  tosup- 
poae  it  ia  for  goods  supplied  in  a  previous  half  year.     This 

Dr.     FREDERICK  ST.  MALTING  CO.,  LTD.      Cr, 

1881.  Fo.    £  8.   a.    18SI.  Fo.    £    s.    d. 

Jan.  4    To    bill    dao  Jan.  1    By  malt     . .     1    110  IS    6 

Apl.  6,  1B84    1    110  15    6 


Dr. 

1884. 

Jan.  1    To  balance 


Dr. 

1884. 

Feb.  90  To  beer 
April  25  „  stoat 
May  18    „  do. 


FREDERICK  MORRIS. 


Cr. 


1R»1. 
87  18    4    Jan.  16  By  bill  due 

Apl.  12 1881    1    27  18    4 


THOMAS  EDWARDS. 


1 
8 
4 


188i.     . 

1  16    0    April  30  By  cash  on 

4  10    0  account. .    8 

2  5    0    June  80  By  btilance 


£H  11    0 


Cr. 


4    0    0 
4  U    0 

£S  11    0 


1884. 
July     1 

Dr. 
isai. 

Jan.     1 

Jon.   10 

April    4 

May   13 

Jane    7 

80 


To  balance.  4  11    0 

WHITE  HORSE  INN. 


To  stock  on 
baud 

To  ale  and 
stout    .... 

To       do.  .. 

To       do.  .. 

To       do.  .. 

To  profit  and 
loss  


1 
8 
5 
8 


84  18  0 

28  16  0 

49  14  0 

17  13  8 

23    2  2 


las  I. 

Feb.     4  By  casb 
11    „    do. 


Mar.  10 
June  SO 


ft 


do.    . . 
Htock  on 
hand. . 


Cr. 


8      20  0  0 

4      80  0  0 

6    100  0  0 

41  2  8 


1      83  18    4 
^£191    2    8 


£191    2    8 


1884. 
July     1 

Dr. 

1884. 
Jan.     1 
Mar.  81 


To  stock  on 
band    . . . . 


To  balance.. 
„  i  year's 
Interest   .. 


41    2    8 
ABRAHAM  BROWN. 

1884 
500    0    0    Jan.'     4  By  cash  . . 
June  80    .,  balance 
7       7  10    0 


£507  10    0 


Cr. 

1    200    0  0 

807  10  0 

£507  10  0 


1884. 

July     1  To  balance..         807  10    0 

Dr.                PEARSON  AND  BROOKS. 

1881.                                       •                     1881. 

Mar.  17  To    ale   and                          June  80  By  balance 

■tout     2      20    8    0 

April  28  To       do.  . .    4      18  16    0 

Cr. 
39    4    0 

£39    4    0 

£39    4    0 

1884. 

July    1  To  balance            89   4   0 

amount  is  settled  by  a  bill  received  from  the  debtor,  vL 
be  found  in  the  Bills  Receivable  liookon  folio  l.&sii 
in  the  ledger  in  the  column  for  folios.  The  neit  a<.  . 
the  .specimen  ledger  i*  with  Tbonias  Edwards,  a  c:. 
who  pays  in  cash,  and  there  is  nothing  about  ci.c  <.■: 
call  for  remark,  except  that  the  first  item,  kl  1^.. 
found  in  the  specimen  Day  Book. 

In  the  account  with  Abraham  Hrown,  on  t}.€  ":  : 
will  be  found  a  posting  of  £200  from  the  debit  & .. 
Cash  Book   given   in   the  first  and  third  DumU.ro 
series. 

In  the  "  White  Horse  Inn "  account  we  Live 
example  of  how  to  deal  with  a  **  pablic  house  "  Cirr.- 
the  brewer  who^e  books  we  are  considering.  Tr.-  - 
bogins  with  a  debit  balance  of  £34  18s.  Gd.,  f--:  •• 
hand  at  tho  beginning  of  the  period,  and  the  u' 
debits  are  for  ale  and  stout  sent  to  the  hoa>e  fro.^ : 
time,  the  first  amount  of  which  namely  £2-^  ItV . 
found  in  tho  specimen  Day  Book.  Then  on  tli-»  ci-  , 
are  throe  items  of  cash  received,  and  this  briugs  -i- 


Dr. 


CAPITAL. 


1861.  Fo. 

Jano  80  To  wthdrwls 

this i year..    2    250    0 
„    M  balanco..       4,239  19 


0 
9 


1884.  Fj. 

Jan.       1   By  halancc 
Jane  30  ^    J     year's 

interest . .    1 
»9  »*  i    ycar'-i 

p<x»fit 


£4,489  19    9 


n 


1884. 
Jaly 


1  By  balance     C^ 


Dr. 

1881. 

Jan.    80  To  cash  this 
month    .... 

Feb.   29  „    do 

Mar.   31  „    do 

April  30  „    do 

May    31  „    do 

June  JO  „    do 


PETTY  cash:. 


8 

4 

G 

8 

9 

12 


7  18 

8  5 

9  14 
7  17 
6  14    a 
5    6    2 


4 

7 
8 
4 


1884. 

June  SO  BjC«cTu«e 

A    cartage   1 
»«     ••  Repairs  .    ^ 
M     «,  Misc^  U- 
ne«)us 

parcbas*-    , 
•«     „  Otij.<r..l 

exDc'ziho     . 


£15  16    4 


Dr. 


SALES. 


1884. 

Mar.  81  To      rotnmg 

this    quarter    1      15    6    0 
Jane  80  To    do.     do     8     21    4    0 
„    „  allowances 

this  i  year  . .  811    84  17    8 
„  To  profit  and 
loss     1  3070  19    6 


1881. 

Mar.    81  By  sundries 

this    qrta.   J   .r 
June  80  By      dtx.     Id  iJi 


£8,142    7    2 


£•  «- 


Dr. 


MALT. 


1881.  1884. 

Mar.  81  To    sandries  Jane  80  By     nrofit 

this    quarter  1    207  18    6  -£d  i^ 

June  SO  To    do.     do.  6    709  18    7  *«»  •• 


£917  12    1 


Dr. 

1884. 

Jan.      1  To  balance.. 
Mar.  31  „  sndries  this- 
quarter    .... 
June  30  To    do.     do. 


1881. 

July   7  To  balance.. 


PLANT  &  UTENSILS. 


1881 
1,000    0    0    Jane  30  By  |  years 

depreciata    2 
M  Bybalaaae 


17  10    0 
7  10    0 


£1,025    0    0 


975    0    0 


11^ 
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[k1  of  the  half  year  >khen  we  want  to  find  out  what  profit 
a.s  been  made.  We  have  assumed  in  this  case  tliat  all 
aMliticsin  connection  with  this  House  liavo  been  paid  off, 
lid  thore  is  nothing  outstandin;?  but  the  stock  which  is 
.it  to  the  credit,  and  ultimately  brought  down  as  a  balance 
•  the  debit  bf  next  half  year,  and  will  hp.vc  to  bo  taken  in 
lO  balance  Sheet  as  an  asi^et.  If  there  liad  been  any 
I'oiliticstotake  into  account  they  \\ould  have  been  treated 
a  way  the  reverse  of  the  stock,  that  is,  they  would  have 
on  added  to  the  debits  and  brought  down  as  a  credit 
Llance.  But  before  the  stock  is  brought  down  the  account 
ust  be  ruled  off  by  transferrin^^  the  balance  to  Protit  and 
?^s  Account,  as  it  will  bo  clear  that  the  cash  returned 
)rn  the  House  will,  after  deducting  the  charge  for  beer 
d  stoiit,  and  also  taking  into  account  the  stocks  at  the 
ginning  and  end  of  the  period,  represent  the  amount  of 
oiit  made,  always  bearing  in  mind  that  all  accounts  and 
arges,  except  for  beer  and  stout,  have  been  paid  before  the 
3ney  was  handed  in. 

The  other  Ledger  Accounts  will  explain  themselves  when 
id  in  connection  with  remarks  on  previous  forms  and 
ustrations. 


Jitttexs  to  tlTB  (&iitm. 


EXAMINATIONS. 


(7*0  the  Editor  of  the  Accountants'  Students*  Journal.) 

>iB, — I  read  your  paper  with  considerable  interest  and  also 
ntal  profit. 

Vith  reference  to  the  question  of  the  Journal  in  last 
iibcr,  I  may  state  that  in  some  businesses  I  have  for  very 
ny  years  used  it  largely,  in  fact  it  could  not  have  been 
c  without.  In  other  businesses  I  have  found  it  in  cxist- 
e,  they  did  not  know  why;  because  the  father  and  grand- 
ler  liad  kept  one,  and  I  have  met  with  the  greatest  dif!i- 
:y  in  suppressing  it  as  a  nuisance,  and  a  needless 
Itiplication  of  figures  which  I  always  set  my  face  against. 

to  say  that  such  a  book  is  even  needful  in  the  bulk  of 
tradesmen's  books  with  which  we  have  to  do,  for  instance, 
niply  absurd. 

the  examiners  are  practical,  they  miglit  easily  suggest 
I  sac  t  ions  with  which  they  arc  acquainted,  and  see  how  a 
lent  would  settle  it  without  a  journal,  premising  of 
-se,  that  what  I  always  insist  on  is  the  case,  cash  book 

bank  book  being  counterparts. 

am  writing,  however,  to  state  that,  as  the  present  volume 
soon  bo  completed,  I  hope  you  will  see  your  way  clear 
c tending  the  index,  so  that  one  can  drop  on  the  subjects 
tc  papers,  &c.,  with  readiness,  which  I  think  would  be  a 
t  advantage. 

I  am  Sir, 

Yours  faithfully, 

C.  HARVARD. 
>rwich,  17th  February,  1835. 


INSTITUTE   OF  CHARTERED   ACCOUNTANTS 
IN  ENGLAND  AND  WALES. 


n/  meeting  of  the  Council,  held  at  the  offices  of  the 
tnto,  3,  Copthall-buildings,  London,  E.C.,  on  tlio  4th 
.iA<rv,  there  were  pr»  sent :— IVlr.  J.  C.  Bolton  (in  th« 
),  Me.-i.'.rs.  J.  Beddow,  T.  Brownine,  E.  Carter,  A.  W. 
Tiers,  J.  G.  Grilhths,  C.  A.  Harrison,  \V.  C.  Jaikson, 
.  Knox,  F.  Nichols,  E.  T.  Peirson,  S.  L.  Price,  T.  W. 
,  J.J,  SatTcry,  T.  G.  Shuttleworth,  C.  H.  Wade,  and 
',    Watson. 


The  resignations  of  the  following  members  were  accepted : — 

W.  Luxon,  F.C.A.,  2,  Courtenay -street,  Plymouth. 

W.  Thomp.son,  F.C.A.,  Moorgate-street,  Rotherham. 

The    Secretary  reported   the  deaths  of  A.  J.  Kennerley, 
A.C.A.,  clerk  to  J.  Adamson,  Son  &  Co.,  Manchester ;  A.  H. 
^lann,  A.C.A.,   5,    College  Chanilers,  21^^,  High  Holborn, 
W.C. 
The  following  Associates  were  elected  Fellows : — 

Armstrong,  John  Hobart,  A.C.A.,  St.  Nicholas  Chambers, 
Newcastle-on-Tync. 

Blease,  Stanley,   A.C.A.,  Fonwick   Chambers,   Fenwick- 
stroct,  Liverpool. 

Pdease,    Walter,    A.C.A.,    Fcnwick  Chambers,  Fcnwick- 
street,  Liverpool. 

Bryce,  David  Raphael,  A.C.A.,  41,  Coleman-street,  E.G. 

Chappelow,  John    Stephens,    A.C.A.,   10,   Lincoln's   Inn 
Fields,  W.C. 

Gribbon,  Walter  Gait,  M.A.,  A.C.A.,  5  and  6,  Great  Win- 
chester-street, E.C. 

^loore,  William  Lewis,  A.C.A.,  9,  Chapcl-strect,  Preston. 

Pai-sons,   George  CoUison  Tuting,  A.C.A.,  120,  Colmorc- 
row,  Birmingham. 

Rawlins,  Thomas,  A.C.A.,  45,  King  William-street,  E.C. 

Street,  Francis  Edward,  A.C.A.,  14,  Queen  Victoria-street, 
E.C. 

Taylor,  Samuel,  A.C.A.,  5,  Castle-street,  Swansea. 
The  following  applicant  was  admitted  a  Fellow: — 

Jones,  Edward  Thomas,  52,  Queen  Victoria-street,  E.C. 
The  following  applicants  were  admitted  Associates : — 

Dixey,  George,  8,  Warwick-street,  Regent-street,  W. 

Edwards,     Charles     Henry,     20,    Eastgate-row     North, 
Chester. 

Madeloy,  Frederick,  Bridge-street  Chambers,  Bridge-Street, 
Burton-on-Trent. 

Minton,  Edward,  1,  Gresham-buildings,  E.C. 

Rawlins,  Thomas  Lewis,  IC,  Bcnnett's-hill,   Birmingham. 

Bates,  Phillip,  clerk  to  T.  J.  Agar,  F.C.A.,9,Bucklersbury, 
E.C. 

Best,  John   William,  clerk  to  Tasker  and  Shuttleworth, 
WharnclifTe  Chambers,  Bank-street.  Sheffield. 

Booty,  Herbert  Arthur,  clerk  to  Cooper  Brothers  and  Co., 
14,  George-.streot,  Mansicm  House,  E.C. 

Bradley,  Cliarles  Edwin,  cleik  to  J.  Bradley,  8,  Market- 
street,  Scarborough. 

Corderoy,  John,  clerk  to  J.  II.    Champness,   F.C.A.,  57, 
Moorgate  street,  E.C. 

Cudworth,  Alfred  James,  clork  to  R.  L.  Impey,  F.C.A., 
26,  Waterloo-.street,  P»irniingham. 

Durose,  Arthur,  clerk  to  H.  E.  Hubbart,  A.C.A.,  6,  Thur- 
land-street,  Nottingham. 

Edmunds,  Richard  Robert,  clerk  to  R.  Mackay  and  Co., 
3,  Lotlibury  E.C. 

Feasey,   George  Thomas,  clerk  to  Pratt  and  Norton,  10, 
Old  Jewry  Chambers,  E.C. 

Flint,  Charles  Frederick  Bragg,  clerk  to  Sharp,  Parsons 
and  Co.,  120,  Colmorc-row,« Birmingham. 

Gibbs,  Arthur  May,  clerk  to  Marreco  and  Darnell,  1,  de- 
mentis Inn,  W.C. 

Grace,  Watson,  clerk  to  J.  and  II.  Grace,  Royal  Insurance 
Buildings,  Bristol. 

Hannay,   Patrick   Davies,   clerk   to   Grey,  Pridoaux  and 
Booker,  48,  Lincoln's  Inn  Fields,  W.C. 

Hayes,  Edwin,  clerk   to  Price,  W^aterhouse  and  Co.,  44, 
Gresham-street,  E.C. 

Mather,    Harold,    clerk    to    J.    Greenhalgh,    F.C.A,,    6, 
Bowkcr's-rou,  Bolton. 

(^at«."^,  lvl\v;ird  W. Hi  tin  (Vo;i»i.\  clerk  to  J.  W.  Davidson, 
F.C.A-,  10,  Hook  stri'i  t,  Livi'rpool. 

Odle,  George,  ckrk  to  II.  A.  Dubois,  F.C.A.,  12,  Clifford's 
Inn,  Fleet-strtot,  E.C. 

Parkinson,  Charles  Dutton,  clerk  to  T.  and  J.  L.  Tunstall, 
Bewsey  Chambers,  Warrington. 
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Waller,  Willie  Rowland,  clerk  to  J.  G.  Barzy,  F.C.A.,  87, 
Can.non-street,  E.G. 

White,  George,  olerk  to  F.  Nicholls,  F.G.A.,  14,  Old  Jewry 
Chambers,  E.G. 

Mr.  John  Sutherland  Harmood- Banner  (Harmood-Banner 
and  Son),  Liverpool,  was  elected  a  member  of  the  Gouncil, 
in  the  place  of  Mr,  Henry  Bolland. 

The  Secretary  reported  that,  owing  to  an  anavoidable 
delay  in  settling  the  Observations  and  Saggestions  on  the 
Bankruptcy  Law,  the  general  meeting  of  the  members 
appointed  by  the  Gouncil  to  take  place  on  the  23rd  January, 
had  been  postponed  by  order  of  the  President.  It  was 
resolved,  that  it  be  left  to  the  President  to  fix  the  date  on 
which  the  general  meeting  should  be  held. 


MANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


ERRONEOUS    AND    OBJEGTIONABLE    ENTRIES  IN 

BAliANGE-SHEETS. 


By  Mb.  A.  Mubbay,  F.G.A. 


At  a  meeting  of  the  Society,  held  on  the  19th  January, 
1885,  Mr.  Edwin  Guthbie,  Vice-President,  in  the  chair,  Mr. 
Mubbay  read  a  paper  on  the  questions  raised  for  discussion 
in  the  following  enquiry  : — 

"  ^Tiether  it  is  strictly  correct  to  show  *  Gross  Profits  *  on 
the  *  Liabilities '  side  of  a  balance-sheet,  the  expenses 
deductible  from  such  profits  being  entered  on  the  *  Assets ' 
side  of  the  balance-sheet ;  also  whether  there  is  any  objec- 
tion to  property  and  assets  being  continued  in  a  balance- 
sheet  at  the  cost,  the  depreciation  thereof  provided  out  of 
profits  appearing  as  a  scparato  item  on  the  *  Liabilities ' 
side,  and  whether  an  auditor  would  be  justified  in  certifying 
balance-sheets  in  such  form." 

Mr.  MuBKAY  said : — It  is  important  to  have  a  clear  under- 
standmg  of  the  principle  which  should  regulate  the  prepara- 
tion of  balance-sheets,  and  to  sec  on  the  one  hand  that 
there  arc  not  any  items  under  the  head  of  assets  which  have 
not  any  existence,  and  on  the  other,  that  apparent  reserves 
and  funds  are  not  included  in  balance-sheets  when,  in  fact, 
such  so-called  funds  and  reserves  are  not  actually  repre- 
sented by  property  and  assets. 

The  first  branch  of  the  enquiry  beforo  us  is  : — 

"  Whether  it  is  strictly  correct  to  show  *  Gross  Profits  *  on 
the  '  Liabilities  '  side  of  a  balance-sheet,  the  expenses 
deductible  from  such  profits  being  entered  on  the  Assets' 
side  of  the  balance-sheet." 

We  have  not  the  means  of  ascertaining  to  what  extent 
balance-sheets  may  be  issued,  or  presented  to  shareholders, 
in  which  the  gross  profits  appear  under  the  "  liabilities,"  the 
eximnscs  being  included  on  the  **  assets'  side,"  but  it  is  known 
that  in  the  case  of  at  least  four  important  companies  the 
balance-sheets  have  been  issued  or  published  in  that  form 
for  many  years. 

It  is  difficult  to  imagine  what  advantage  it  may  bo  con- 
sidered is  gained,  or  how  such  a  mode  of  stating  a  balance- 
sheet  can  be  justified,  and  although  wo  may  have  a  strong 
opinion  as  to  what  we  consider  an  irregularity,  we  might 
almost  hesitate  to  express  it,  when  we  know  that  the 
auditors  who  have  certified  the  accounts  in  two  of  the  cases 
are  well-known  members  of  our  profession. 

The  accounts  of  the  two  other  companies  are  not  certified 
by  professional  auditors  but  by  shareholders'  auditors,  and 


in  one  ca6e  the  balance  of  profit  and  loss  at  tbe  'k£i^ 
of  the  period  is  brooght  forward  onder  "  li&hiliae^  i 
then  follows  this  entry : — **  Since  added  after  pcovii . 
bad  and  doubtful  debts,"  and  onder  the  head  of  k^.^] 
entered: — *^ Current  expenses,** 

In  the  other  case  the  balance  of  profit  from  the  pr:  i 
period  is  brought  forward,  after  which  comes  rd 
"  Balance  of  profit  for  half-year."  The  '*  currerc  iz.-  i 
not  appearing  as  a  separate  itetn  on  the  assets' 5...  1 
amount  thereof  is  consequently  included  in  one  oi  u  kj 
items. 

Now  looking  at  one  side  of  those  balance-sheets  witli 
naturally  exjwct  to  find  that  the  profit "  nnce  adU:  J 
the  "  balance  of  profit  for  half-year**  was  in  each  :t:  i 
'  ftet  profits,  but  in  one  case  we  can  find  by  looking  at  li  J 
side  of  the  balance-sheet  that  this  is  not  so,  vbemsii 
other  case  we  do  not  learn  from  the  assets'  dde  :^i 
{  **  current  expenses  "  are  upheld  Skod  not  dedacted  he  i 
profits.  It  must,  however,  be  stated  that  in  all  ^^ 
cases  a  reference  to  the  profit  and  loss  acooont,*'  i 
also  published  with  the  balance-sheet,  disdofiat  UJ 
that  the  profits  in  the  balance  sheet  are,  in  each  a»:  i 
but  it  is  not  any  justification  of  an  izregolantj  in  &^^ 
sheet  that  it  is  further  explained  by  reference  to  tb  ;J 
and  loss  account.  The  balance-sheet  ought  to  be  ccri 
and  correct  of  itself. 

Let  us  follow  this  enquiry  oat  as  a  matter  ol  bootr-:i 
The  balance  of  a  profit  and  loss  account  i&,  <^  ^  -^ 
brought  down  in  the  ledger,  after  charging  the  a^^  | 
the  period,  and  in  a  balance-sheet  the  balance  cai!^  ^  ^ 
profit  and  loss  account  would  be  included  accMdiSi. » ' 
ordinary  practice,  the  same  mle  applying  to  icp^-^^ 
accounts  as  to  personal  accounts. 

Can  a  so-called  balance  sheet  then  properly  W  cc^-^ 
a  balance-sheet,  which  has  on  the  lespeetiTe  skU 
amounts  which  appear  on  the  two  sides  of  the  ledf-' '' 
and  loss  account,  as  if  the  expenses  account  hai  b^  ^ 
transferred  to  the  debit  of  profit  and  loss,  wbeiekl 
transfer  had  been  made,  ^ . 

Such  a  balance-sheet  may  be  more  correctly  dcsc:*^^ 
a  "  tr%al  balance"  so  far  as  those  two  entries  aze  c^^^ 

The  balance-sheet  really  follows  the  striking  of  »^ 
in  the  profit  and  loss  account. 

The  question  may  be  asked  what  objectton  ^-^^ 
such  a  course  beyond  what  may  be  considered  a  seie^ 
of  bookkeeping. 

The  answer  is,  that  it  may  be  mialeading  (ko  v^ 
have  but  little  knowledge  of  accounts),  to  cone.od. - 
balance-sheet  that  so  much  net  profit  had  app^i^^^  | 
made,  whereas  on  reference  to  the  profit  and  bxs  *- 
it  would  be  ascertained  that  tlie  profits  as  in  the  t»^ 
sheet  were  gross  and  subject  to  expenses.  ^| 

The  balance-sheet  ought  to  show  the  samen^^^ 
the  balance  of  the   profit  and  loss  account,  vtr.  ^ 
desired  to  show  the  gross  profit  in  the  balance-ss*^ 
usual  to  carry  the  amount  short  and  deduct  the  f^ 
from.it.  ^_  J 

It  has  in  one  case  been  suggested  that  the  tora  c^ij* 
sheet  is  according  to  the  de^  of  settlement  onder '^^. 
company  is  constituted,  but  this  is  not  w^^V 
answer,  because  it  is  surely  not  needful  ^}^^ 
balance-sheet  in  an  objectionable  form,  and  ^^ 
be  any  legal  or  practical  objection  to  issue  the  s^-^ 
amended  form.  ^   .| 

Can  we  well  come  to  any  other  conclusion  on  H  'j 
of  the  enquiry,  than  that  it  is  both  irregular  and  ^^> 
able  to  adopt  the  form  of  balance-sheet  which  ^ 
described  ? 

The  second  branch  of  the  enquiry  is : —  .  | 

*•  Whether  there  is  any  objection  to  property  »=J  j 
being  continued  in  a  balance  sheet  at  tl>e  ^^ . 
depreciation  thereof  provided  out  of  profits  app^^ 
separate  item  on  the  *  liabilities  *  side." 
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11  the  oonrse  of  our  experience  it  is  found  that  consider- 
e  confusion  of  ideas  exists  as  to  depreciation  and  reserve 
ids,  and  that  depreciation  is  somtimes  treated  as  if  it 
3  a  reserve^  instead  of  being  a  deduction  from  property  as 
eally  is. 

t  may  be  taken  as  a  general  rule  that  a  depreciation 
aun/ (not  depreciation /und),  should  not  apnear  on  the 
abilities  *  side  of  the  balance-sheet.  It  would  be  improper 
:ail  it  a  depreciation /und  because  it  is  not  something  pro- 
ed  in  anticipation  as  a  reserve,  but  it  is  supposed  to  be 
]>t  represents  the  diminished  value  of  the  property  from 
u:  and  tear. 

"here  are  exceptions  to  the  rule  referred  to,  for  instance, 
;he  case  of  the  balance-sheets  of  railway  companies,  in 
ch  the  balance  of  the  capital  account  is  shown,  and  not 
details. 

L&ilway  accounts,  as  is  well  known,  are  treated 
erently  to  those  of  other  companies.  ' 
here  is  not  any  depreciation  provided  for  in  respect  of 
manent  way,  or  rolling  stock,  these  being  kept  out  of 
snue :  but  where  a  railway  company  h^s  steamers,  the 
ctice  is  to  set  aside  depreciation  out  of  the  revenue  for 
h  period,  in  anticipation  of  having  to  purchase  a  new 
bmer  to  replace  an  old  one,  and  instead  of  crediting  the 
reciation  to  the  capital  account  it  is  usual  to  show  it  in 

balance-sheet  as  a  separate  account  called  steamer 
reciation  account,  this  being  required  by  the  statutory 
a  of  Railway  accounts. 

1  illustrating  the  erroneous  mode  of  showing  deprecia- 
L  under  the  head  of  "  liabilities  "  in  a  balance-sheet,  it 
r  be  useful  to  contrast  it  with  reserve  funds, 
leserve  funds    (properly    so-called)    are  created    out  of 
>Ius  profits,  and  are  represented  by  existing  property 

assets.  An  erroneous  use,  however,  is  sometmies  made 
h.e  term  "  reserve  fund,"  for  instance,  in  the  case  of  an 
irance  company  it  is  improper  to  treat  the  balance  of 
nium  account  as  a  reserve  fund  without  a  deduction 
refrom  of  the  estimated  amount  required  to  insure 
rent  risks.  It  would  be  more  correct  to  call  it  **  insurance 
1 "   and  it  is   quite   exceptional  to  describe  it  other- 

epreciation  on  the  other  hand  is  not,  in  any  sense  a 
nerve  "  because  it  is  not  represented  by  assets,  but  is  a 
jction  from  the  property  depreciated,  t.e.,  for  the  building 
plant  absorbed  m  the  manufactured  article,  being 
ivalent  to  the  charge  which  an  owner  would  make  to  a 
knt.    It  might  on  a  first  view  be  thought  that  deprecia- 

is  represented  by  assets,  having  an  existence  in  the 
eased  floating  assets.  Ihme,  but  although  it  increases 
balance  of  floating  assets,  it  cannot  also  remain  in  the 
)eriy  in  respect  of  which  the  provision  has  been  made, 

which,  of  course,  ought  to  be  \oritten  down,    Deprecia- 

in  respect  of  buildings  and  plant  is  a  mere  change  he- 
rn fixed  property  and  floattng  assets,  the  first  being 
iced  in  amount,  and  the  floating  assets  being  correspond- 
y  increased.  The  depreciation  does  not  any  more  exist 
1  does  a  provision  for  had  and  doubtful  debts  (except  so 
bs  each  provision  is  in  excess  of  the  actual  loss),  or  a 
ision  for  discount  on  debts  to  be  collected.  It  may  be 
renient,  as  a  matter  of  bookkeeping,  to  have  an  amount 
le  credit  of  bad  debt  account,  and  of  discount  account, 
in  a  balance-sheet  those  amounts  should  not  be  entered 
he  "  liabilities  "  side,  but  should  be  a  deduction  from 
debts  on  the  "  assets  "  side.  In  like  manner  it  may  be 
nvenience  in  the  books,  either  of  a  company  or  a  private 
;ern,  to  have  some  continuous  record  of  the  depreciation 

in  a  balance-sheet  to  be  presented  or  issued  to 
ebolders,  the  same  objection  would  apply  to  uphold- 
bhe  full  amount  of  property  in  the  balance-sheet  as  to 
nding  the  gross  amount  of  profits.    A  combined  account 

be  kept  showing  totals  of  original  cost— of  additions — 
spreciation,  and  balances  as  recommended  in  the  able 
exhaustive  lecture  of  Mr.  Guthrie's  on  '*  Depreciation 


and  Sinking  Funds,"  delivered  to  our  Students*  Society,  2nd 
April,  1888. 

An  instance  of  the  kind  of  balance-sheet  referred  to  in 
this  enquiry,  appeared  in  the  Accountant  of  22nd  November 
last,  in  an  article  on  *'  Depreciation,"  in  which  a  copy  of  the 
balance-sheet  of  the  London  and  Glasgow  Engineering  and 
Iron  Shipbuilding  Company,  Limited,  was  given;  the 
accounts  being  certified  by  two  Glasgow  Accountants,  C.A.'s. 
In  the  balance-sheet  the  expenditure  on  capital  account 
for  buildings,  machinery,  and  tools,  was  continued  at|the 
amount  for  which  the  property  was  originally  acquired  by 
the  company,  the  further  outlay  being  added  but  without 
the  depreciation  being  deducted,  and  on  the  '*  liabilities  '* 
side  of  the  balance-sheet  there  is  an  item  depreciation  fund, 
£63,922  98.  6d.  There  is  a  partial  deduction  in  the  balance- 
sheet  under  consideration  of  £538  7s.  5d.  for  "  fixed  tools 
out  of  use  and  written  off  inventory  at  date,  and  carried  to 
debit  of  depreciation /uiuf." 

What  advantage  there  is  in  this  writing  off  of  £538  7s.  5d., 
and  so  reducing  the  depreciation  account  from 
£64,460 16s.  lid.  down  to  £63,9^(2  9s.  6d.  it  is  difficult  to  see. 
Surely,  the  diminished  value  of  the  buildings  and  machinery 
in  use  is  as  much  a  deduction  from  the  value  as  the  amount 
of  **  tools  out  of  use,**  and  considered  valueless,  whatever 
course  might  be  convenient  in  keeping  the  books,  so  as  to 
show  the  total  amount  of  depreciation  from  the  beginning. 
Would  it  not  be  more  correct  to  deduct  the  £63,9^2  98.  6d. 
from  the  buildings  and  machinery  in  the  balance-sheet  and 
extend  the  net  amount,  and  not  show  a  depreciation 
account  on  the  "Liabilities"  side  of  the  balance-sheet? 
To  call  it  a  depreciation  fund  is  incorrect  and  misleading,  a 
"fund "  being  an  amount  represented  by  property  and 
assets,  whereas  depreciation  is  the  writing  down  of  property 
and  assets. 

Can  we,  therefore,  arrive  at  any  other  oonclusion  than  that 
it  is  unsound  and  irregular  to  uphold  property  at  the  orig^al 
cost,  and  to  show  the  depreciation  on  the  **  liabilities  "  side 
of  a  balance-sheet  ? 

A  discussion  followed,  in  which  the  Chairman,  Mr. 
Wainwright,  Mr.  Wilde,  Mr.  Harris,  Mr.  Abbott,  Mr. 
Brutton  and  Mr.  Walkden  took  part,  the  view  advocated  in 
the  paper  being  generally  approved  by  the  speakers. 

The  meeting  closed  with  votes  of  thanks  to  the  Chairman 
and  Lecturer. 


MANCHESTER  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


A  PARTNERSHIP  QUESTION, 


By  Mb.  W.  Habbis. 


The  following  is  the  MS.,  of  a  Paper  read  by  Mr.  Wh. 
Harris,  (of  Messrs.  Thomas  Wade,  Guthrie,  and  Co.,  at  a 
meeting  of  the  above  Society,  in  opening  a  discussion  on  the 
following  questions  on  Partnership : — 

*'  D.  and  E.  having  dissolved  partnership,  permitted  A. 
**  and  B.  to  continue  the  business  under  the  style  of  D.  and 
"  A.  What  is  the  liability  of  D.  under  such  circum- 
"  stances  ?  " 

'*  C.  lends  the  firm  D.  and  A.  money  at  high  interest, 
*(  sometimes  stipulating  for  a  fixed  share  of  profits.  On  D. 
"  and  A.  becoming  bankrupt,  what  are  G.'s  rights  and 
**  liabilities  in  regard  to  the  firm  and  to  outside  credi- 
tors." 

In  opening  the  question,  Mr.  Harris  said : — I  think  that 
meetings  of  this  kind  can  be  made  of  great  senrioe  in  at  least 
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two  directions.  In  the  first  place,  I  think  I  am  correct  in 
saying  that  amongst  our  members  generally,  there  is  an 
unfortunate  and  painful  hesitancy  about  giving  lectures  or 
papers,  or  even  in  getting  up  to  speak.  No  doubt  in  many 
cases  members  have  not  the  time  to  give  for  such  a  purpose. 
If  so,  it  is  a  pity  for  I  know  of  no  better  means  of  self- teach- 
ing than  that  given  by  the  writing  of  a  paper.  Now,  to  such 
as  have  not  the  time,  and  to  such  as  have  not  the  inclina- 
tion to  give  sot  lectures,  or  papers,  there  is  provided  by  our 
society  subjects  on  single  points  which  do  not  take  much 
time  to  get  up,  and  which  usefully  serve  to  inure  the  mem- 
ber to  the  practice  of  addressing  meetings.  The  second 
advantage  which  this  kind  of  meeting  affords,  is  this,  that  a 
few  important  points,  standing  out  clearly  and  distinctly, 
are  brought  forward  and  the  attention  being  focussed  on 
those  points,  the  effect  I  think  must  be  to  give  most,  if  not 
all.  definite  ideas  thereon. 

Taking  up  the  points  for  our  consideration  this  evening, 
we  have  to  distinguish  between  two  kinds  of  partnerships, 
any  true  partnerships,  and  quasi  partnerships.  The  first 
kind  does  not  enter  into  our  question ;  as  to  the  second  it 
may  be  said,  generally,  that  a  person  may  become  a  qiuui 
partner  in  a  business  by  sharing  the  profits  of  that  business, 
or  by  what  is  called  "holding  out"  that  he  is  a  partner. 
Now  taking  the  first  of  the  points,  and  assuming  that  there 
are  no  special  circumstances  in  the  case,  persons  who  hold 
themselves  as  partners  are  prima  facie  liable  as  partners.  In 
a  celebrated  case  on  this  point,  M^aiigh  v.  Corner^  referred  to 
.in  Lindley  1-48,  the  following  rule  was  laid  down  by  Eyre, 
C.J. 

"  Now,  a  case  may  be  stated  in  which  it  is  the  clear  sense 
of  the  parties  to  the  contract  that  thoy  shall  not  be  partners, 
that  A.  is  to  contribute  neither  labour  nor  money,  and  to-  go 
still  farther,  not  to  receive  any  profits.  But  if  he  will  lend 
his  name  as  a  palrtner,  he  becomes  as  against  all  the  rest  of 
the  world  a  partner,  not  upon  the  ground  of  the  real  transac- 
tion between  them,  but  upon  principles  of  general  policy  to 
prevent  the  frauds  to  which  creditors  would  be  liable  if  they 
were  to  suppose  that  they  lent  their  money  upon  the 
apparent  credit  of  three  or  four  persons,  when  in  fact,  they 
lent  it  only  to  two  of  them  to  whom  without  the  others 
they  would  have  lent  nothing." 

The  language  here  is  plain  and  needs  little  or  no  explana- 
tion. In  order,  however,  to  prevent  any  possible  doubt,  it 
may  be  mentioned  that  it  is  immaterial  in  such  cases 
whether  the  person  whom  it  is  sought  to  make  liable  does 
or  does  not,  share  profits,  even  if  the  creditors  knew  for  a 
fact  that  such  person  did  not  share  profits  his  liability  would 
not  be  affected. 

In  one  important  respect,  however,  the  rule  laid  down  by 
Eyre,  C.  J.,  requires  qualification.  Instead  of  saying  that  hold- 
ing out  renders  a  person  liable  as  against  all  the  world  as  a 
partner,  it  would  be  a  more  correct  statement  of  the  law  to 
say  that  to  render  a  person  liable,  two  things  must  happen 
(1)  the  holding  out  must  have  been  with  his  knowledge  or 
assent,  and  (2)  the  holding  out  must  have  been  known  to  the 
creditor  soekmg  to  avail  himself  of  it.  For  example,  it  is  not 
an  uncommon  thing  for  a  man  to  be  represented  as  being  a 
partner  in  a  firm  altogether  without  his  knowledge.  In 
such  a  case,  of  course,  he  would  not  be  liable.  If  a  creditor 
sues  him  on  that  ground  he  has  to  prove  that  he  gave  credit 
to  the  firm  on  the  implied  understanding  that  the  party 
being  sued  was  a  partner,  and  it  is  very  apparent  that  a  man 
may  be  held  out  as  a  partner  in  some  directions  without 
that  knowledge  being  imparted  to  all  the  creditors. 
Instances  of  the  text  were  then  given. 

If  after  a  dissolution,  therefore,  the  name  of  a  retired  part- 
ner is  retained  as  part  of  the  firm  name,  that  partner  will 
continue  to  be  liable  to  creditors  of  the  firm  who  dealt  with 
the  firm  before  the  dissolution,  unless  such  creditors  have  had 
express  notice  of  the  dissolution.  This  procedure  is  rather 
important  and  sometimes  a  list  is  made  of  the  names  and 
addzeases  of  the  creditors  to  whom  such  notices  are  sent» 


which  also  gives  particulars  as  to  the  posting,  ud  is  u 
signed  by  the  party  to  whom  the  accounto  is  entmr.-! 
that  if  a  question  arose  subsequently  the  list  wodd  be  ] 
in  as  evidence. 

There  is  another  case  which  ought  to  be  nent i 
When  a  partner  dies  it  is  very  oft«n  the  case  Uut  i^  i 
of  his  name  is  continued  without  break.  In  sach  &  rvi 
has  always  been  held  that  the  estate  of  the  deceued  •  i 
liable,  that  the  doctrine  of  "holding  out"  doesoot  ar 

The  next  point  for  our  consideration  is  as  to  the  11^. ; 
of  a  person  who  lends  money  at  a  rate  of  intenst  W. 
the  profits,  or  for  a  share  of  the  profits  themMhteg.  H 
practice  is  common,  and  the  law  on  the  subjeet  is  ocaaj 
m  the  short  Act,  28  and  29  Viot.  86.  That  Aet  w&§  pe^ 
soon  after,  and  in  consequence  of,  the  deciaion  rntbt'^ 
brated  case  Cox  v.  Hickman.  The  languid  is  icmt&i 
clear.  The  €k)urt  is  careful  to  see  that  tk  ^ 
visions  of  the  Act  are  not  made  the  means  of  b» 
outside  creditors.  If,  for  example,  a  small  snm  cf  n^i 
were  lent  in  consideration  of  large  profits,  and  &  k;^  i 
lent  at  fixed  interest,  it  is  probable  that  the  Conn  ?i 
treat  the  lender  as  a  partner.  It  may  be  noted  sIklji 
Act  prohibits  a  lender  of  money  from  oompetiE;  >i 
creditors  whether  they  were,  or  were  not,  creditondiiLLl 
continuance  of  the  loan. 

A  discussion  followed,  the  speakers  genenJlv  ip^i 
with  the  views  expressed  by  Mr.  Harris. 


NOTTINGHAM  ACCOUNTANTS'  STCDE 

ASSOCIATION. 


THE  CONSTITUTION  OP  BUILDING  80CEn^ 


By  Mb.  A.  H.  PROCTOR. 
Public  Accountant  t  Nottingham;  Secretary  to  ihtt-'i 
Permanent  Building  Societf/. 


The  following  is  the  report  of  a  lecture  delifen^ " 
the  members  of  the  Nottingham  and  Midlsod  0.^ 
Accountants'  Students'  Association,  Wedneedaj,  '-^^ 
22nd,  1884  :— 

The  lecturer  on  rising  said  :  When  last  jesi  1  ^^ 
to  address  this  Association  upon  the  subject  of  ^^ 
Societies,  I  was  in  a  state  of  blissful  ignorance  u  '* ' 
real  difficulties  of  the  case. 

It  was  a  reasonable  thing  for  your  committee  to  fi 
the  very  pardonable  blunder  of  suppoeing  th&t,ss>-*^ ' 
Society's  Secretary,  I  should  be  the  peisonificaa^  * 
knowledge  in  relation  to  the  subject.  The  blonder  '»''| 
shall  describe  it)  was  the  more  pardonable  fi<®,^'; 
that  most  of  the  committee  knew  I  had  been  g^^ 
attempt  to  deliver  a  populflkr  address,  nnder  t^  '^' 
"  How  a  working  man  may  retire  at  50."  . .  | 

Now  it  will  be  seen  at  once  that  there  is  "mrj  ^\ 
nection  between  the  purposes  to  be  served  on  that  ^*'•^ 
and  the  purpose  we  have  in  view  to-night.    ^  ^^ 
had  in  view  last  season   were  twofold  (1st)  to  d^^ 
the  superiority  of  Building  Societies  as  cfaanoels  ^j 
ment  for  the   working   classes   over  the  varioc?; 
societies   and  savings  banks,  such  as  the  Post  0:^' 
others ;    and  (2ndly)    by   a    comparison  of  cao:^ 
societies  te  bring  into  greater  prominenee  th«  ^•' 
which  I  have  the    honour  to  belong.    Neiiber  &'  '| 
objects  form  part  of  the  purpose  of  this  address.       j 

I  assume,  that,  as  intelligent  young  men  we  as'-  »1 
(or  ought  to  be)  on  the  utili^  of  boildisg  8oci»ti* 
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[  also  assume  that  you  do  not  care  that  I  should  cram 
f  address  full  of  the  "  Morley  "  ;  We  have  only  to  do  with 
ftt  Society  so  far  as  any  comparison  of  methods  are  con- 
med ;  in  short,  it  would  be  beside  the  mark,  and  an  insult 

your  intelligence,  if  I  attempted  anything  outside  the 
ige  of  a  "  subject  for  students."  You  will  at  once  see, 
w,  that  the  matter  compiled  last  season  is  not  much  use 
the  present  case.  But  to  the  subject. 
Building  Societies  are  reputed  to  have  first  seen  the  light 
day  under  the  fostering  care  of  the  hard  and  canny  sons 
the  North  ;  the  Earl  of  Selkirk  being  the  president  and 
iron  of  one  formed  in  a  small  town  in  the  county  of 
rkcudbright,  as  far  back  as  1815,  but  the  case  of  Pratt  and 
rtchinson,  in  1812,  cited  in  the  15th  volume  of  East's 
oortSy  dispels  that  illusion  and  gives  the  credit  (for  the 
le  being)  to  this  country.  From  the  report  in  question, 
would  seem  that  the  suburban  cockney,  true  to  his 
ditional  early  mindedness,  managed  to  rise  some  six 
.rs  before  the  Scotchmen,  and  had  in  full  feather  a 
iety  under  the  title  of  the  "  Greenwich  Union  Building 
;iety."  This  was  an  ordinary  ballot  terminating  society, 
I  to  show  how  little  the  question  vras  understood  at  the 
e,  it  was  stated,  in  the  argument  of  counsel,  in  the  case 
"^ratt  V.  Hutchinson^  that  associations  of  this  nature  were 
ong  the  schemes  of  the  day.  The  South  Sea  Bubble 
ich  very  few  of  us  remember)  was  in  the  minds  of  the 
pie  at  the  time  of  the  argument,  and  building  and 
I  societies  formed  part  of  the  South  Sea  financiers 
jrramme. 

he  legality  of  building  societies  first  received  a  substan- 
recosnition  in  this  trial.  Once  admitted  and  under- 
»d  they  grew  in  favour,  multiplying  very  rapidly, 
3cially  in  the  Northern  Counties.  It  was  not  until  the 
r  1836,  however,  that  they  were  considered  of  sufficient 
»ortance  for  legislative  enactment.  I  do  not  propose  to 
;6  their  history  and  operations  through  that  Act,  which 
ained  in  force  for  nearly  40  years.  Frequently  the 
eties  got  confused  in  their  ideas  and  policy  by  being 
founded  with  Friendly  Societies  and  the  Friendly 
[eties  Acts.  Owing  to  the  unsatisfactory  state  of  the 
and  the  confusions  thus  occasioned,  attempts  were  made 
B70, 1872,  and  1873  to  pass  a  new  Act,  the  old  one  not 
g  found  equal  to  all  the  contingencies  arising  from  the 
DU8  modes  of  operation,  but  it  was  not  until  1874  that  an 
ndment  was  actually  passed. 

ae  amendment  did  not  affect  societies  in  existence  prior 
^  and    registered    under   the  Act  of  183G,  thus  many 

societies  continue  to  be  governed  by  the  old  Act. 
present  Act  is  considered  by  many  authorities  to  be 
infused  sort  of  effort,  and  was  the  outcome  of  the 
al  Commission  appointed  in  1870.  It  is  the  constitution 
societies  registered  under  this  Act  of  1874  with  which 
>pose  to  deal. 

>w,  the  statutory  definition  of  a  building  society  is,  "  one 
cd  for  the  purpose  of  raising,  by  the  subscriptions  of  its 
ibers,  a  stock  or  fund  for  making  advances  to  members 
>f  the  funds  of  the  society  upon  the  security  of  freehold, 
bold,  or  copyhold  estate  by  way  of  mortgage."  This  is 
lommon  purpose  of  all  building  societies  of  whatever 
I  shall  best  serve  ^ou  at  this  juncture  by  quoting 
tes  14,  15,  and  16,  which  contain  the  powers  of  societies 
'mg  to  borrow  ejid  the  nature  of  the  matter  required  by 
Lct  to  be  set  forth  in  the  rules. 

bnse  14. — ^The  liability  of  any  member  of  any  society 
r  this  Act  in  respect  of  any  share  upon  which  no  advance 
»een  made  shall  be  limited  to  the  amount  actually 
or  in  arrear  on  such  share,  and  in  respect  of  any  share 

v^hich  an  advance  has  been  made  shall  be  limited  to 
rnount  payable  thereon  under  any  mortgage  or  other 
ity,  or  under  the  rules  of  the  society. 
,use  15. — With  respect  to  the  borrowing  of  money  by 
:ics  under  this  Act,  the  following  provisions  shall  have 


(Ist).  Any  society  under  this  Act  may  receive  deposits  or 
loans,  at  interest,  within  the  limits  in  this  section  provided, 
from  the  members  or  other  persons,  or  from  corporate 
bodies,  joint  stock  companies,  or  from  any  terminating 
building  society  to  bo  applied  to  the  purposes  of  the 
society. 

(2).  In  a  permanent  society  the  total  amount  so 
received  on  deposit  or  loan  and  not  repaid  by  the  society 
shall  not  at  any  time  exceed  two  thirds  of  the  amount  for 
the  time  being  secured  to  the  society  by  mortgages  from  its 
members. 

(3).  In  a  terminating  society  the  total  amount  so  received 
and  not  repaid,  may  either  be  a  sum  not  exceeding  such 
two-thirds  as  aforesaid,  or  a  sum  not  exceeding  twelve 
months'  subscriptions  on  the  shares  for  the  time  being  in 
force. 

(4).  Any  deposits  with,  or  loans  to,  a  society  under  this 
Act,  made  before  the  commencement  of  this  Act  in  accord- 
ance with  its  certified  rules,  arc  hereby  declared  to  be  valid 
and  binding  on  the  society,  but  no  further  deposits  or  loans 
shall  be  received  by  such  society,  except  within  the  limits 
provided  by  this  section. 

(5).  Every  deposit  book;  or  acknowledgment,  or  security  of 
any  kind,  given  for  a  deposit  or  loan  by  a  society,  shall  have 
printed  or  Written  therein  or  tbereon  the  whole  of  the 
14th  and  15th  sections  of  the  present  act. 

Clause  16. — The  rules  of  every  society  hereafter  established 
under  this  Act  shall  set  forth  : — 

(1).  The  name  of  the  society,  and  chief  office  or  place  of 
meeting  for  the  business  of  the  society. 

(2).  The  manner  in  which  the  stock  or  funds  of  the  society 
are  to  be  raised,  the  terms  upon  which  paid-up  shares  (if 
any)  are  to  be  issued  and  repaid,  and  whether  preferential 
shares  are  to  be  issued,  and,  if  so,  within  what  limits,  if  any, 
and  whether  the  society  intends  to  avail  itself  of  the  borrow- 
ing powers  contained  in  this  Act,  and,  if  so,  within  what 
limitd,  not  exceeding  the  limits  prescribed  by  this  Act. 

(8).  The  purposes  to  which  the  funds  of  the  society  are 
to  be  applied,  and  the  manner  in  which  they  are  to  be  in- 
vested. 

(4).  The  terms  upon  which  shares  may  be  withdrawn,  and 
upon  which  mortgages  may  be  redeemed. 

(5).  The  manner  of  altering  and  rescinding  the  rules  of 
the  society  and  of  making  additional  rules.    ■ 

(6).  The  manner  of  appointing,  remunerating,  and  re- 
moving board  of  directors,  or  committee  of  management, 
auditors,  and  other  officers. 

(7).  The  manner  of  calling  general  and  special  meetings 
of  the  members. 

(8).  Provision  for  an  annual  or  more  frequent  audit  of  the 
accounts,  and  inspection  by  the  auditors  of  the  mortgages 
and  other  securities  belonging  to  the  society. 

(9).  Whether  disputes  between  the  society  and  any  of  its 
members,  or  any  person  claiming  by  or  through  any  member, 
or  under  the  rules,  shall  be  settled  by  reference  to  the  court, 
or  to  the  registrar,  or  to  arbitration. 

(10).  Provision  for  the  device,  custody,  and  use  of  the  seal 
of  the  society,  which  shall,  in  all  cases,  bear  the  registered 
name  thereof. 

(11).  Provision  for  the  custody  of  the  mortgage  deeds  and 
other  securities  belonging  to  the  society. 

(12).  The  powers  and  duties  of  the  board  of  directors  or 
committee  of  management  and  other  officers. 

(IS).  The  fines  and  forfeitures  to  be  imposed  on  members 
of  the  society. 

(14).  The  manner  in  which  the  society,  whether  terminat- 
ing or  permanent,  shall  be  terminated  or  dissolved. 

Having  indicated  the  common  purpose  and  basis  of  all 
societies,  it  remains  for  me  to,  as  briefly  as  possible,  separate 
the  classes,  which  may  for  convenience  be  divided  into 
three — each  of  them  capable  of  various  modifications — they 
are:— (1).— T«xminating  Societies.    (2).^Bowkett  Societies, 
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also  nominating.    (3). — Permanent  Societies,  including  the 
Co-Opcrative  Building  Societies. 

A  Terminating  Society,  in  the  recent  Act,  means  one 
which  by  its  rules  is  to  terminate  at  a  fixed  date,  or  when  a 
result,  specified  in  the  rules,  is  attained.  The  general  plan 
of  such  may  thus  be  described : — A  number  of  persons  form 
themselves  into  a  society,  of  which  they  become  members  by 
subscribing  for  a  certain  number  of  shares,  and  upon  each 
share  a  given  subscription  is  payable  of  uniform  amount 
throughout  the  existence  of  the  society,  \vith  the  purpose  of 
continuing  the  society  until  all  the  members'  subscriptions 
being  invested  shall  amount  to  a  fund  large  enough  to  give 
every  member  a  sum  set  out  at  the  commencement  of  the 
rules.  In  these  societies,  the  members  all  start  at  the  same 
date,  and  should  anyone  be  desirous  of  joining  the  society 
subsequently,  he  must  make  what  is  called  "  back  payments  " 
of  equivalent  value  to  the  subscriptions  from  the  opening 
date  of  the  society  to  the  time  of  his  joining.  When  the 
society  has  secured,  by  these  subscriptions,  a  given  amount, 
it  will  be  advanced  to  some  member  either  by  ballot  or  sale, 
and  the  member  will  thenceforth  pay  an  increased  subscrip- 
tion so  long  as  the  society  lasts.  In  some  societies  the  full 
ultimate  value  of  the  share  is  advanced ;  in  others  the 
members  who  desire  priority  in  accommodation  bid  by  a 
species  of  auction  the  amount  they  are  willing  to  give  as 
premium,  or  on  the  other  hand,  state  what  discount  in 
respect  of  their  nominal  capital  they  will  accept  for  the 
immediate  satisfaction  of  their  respective  sets  of  shares. 
The  discount  is  also  called  a  premium,  and  the  increased 
subscriptions  are  usually  considered  as  repayments,  or  re- 
demption money.  The  funds  are  thus  disposed  of  from 
time  to  time,  and  the  society  prospers  in  proportion  as 
members  are  disposed  to  give  higher  or  lower  premiums  in 
order  to  obtain  the  immediate  payment  of  their  nominal 
holdings. 

In  some  societies  half  of  the  money  is  balloted  for  and 
lent  on  simple  repayment  figures,  while  the  other  half 
is  sold  necessarily  at  a  very  high  premium  in  order  to  pay  the 
interest  on  the  half  given  without  interest. 

Whichever  way  looked  at,  these  so'^ieties  are  objectionable 
(in  the  presence  of  better) .  1st. — Because  borrowers  are  not 
able  to  ascertain  with  absolute  certainty  what  they  will 
have  to  pay  for  their  loans—  from  the  fact  that  they  will 
have  to  continue  their  subscriptions  as  long  as  the  society 
lasts.  2.  The  society  being  terminable,  it  is  not  open  to 
take  new  members  after  commencing  operations,  the  back 
payments  necessarily  required  frequently  acting  as  a  bar  to 
their  admission.  3.  (And  probably  the  most  objectionable), 
is  the  element  of  chance  and  unhealthy  speculation.  Traffic 
in  ballots  and  the  consequent  inequality  of  benefit  derived. 
I  am  aware  it  may  be  urged  in  justification  that  all  the 
members  know  beforehand,  and  are  bound  by  rules  which 
repzesent  for  the  time  being,  a  joint  contract,  binding  on 
each  and  all  alike  ;  but  the  same  argument  also  applies  to 
betting,  and  we  cannot  possibly  receive  money  which  has 
earned  no  interest  without  perpetrating  an  injury  upon  the 
person  or  persons  from  whom  we  may  so  receive  it.  The 
equity  of  tne  case  could  only  be  met  by  the  profit  ma.de  upon 
the  sale  of  a  share  conferred  by  ballot  being  thrown  into  the 
common  fund  for  the  good  of  all,  and  allowed  to  work  out 
to  that  end.  This  is  the  principle  governing  the  £40  clubs, 
and  one  which  works  well  in  practice. 

In  the  second  place  under  this  head,  let  us  consider 
Bowkett  Societies,  of  which  there  are  two  varieties,  the 
original  Bowkett  and  the  more  recent  Star-Bowkett.  In  the 
Bowkett  Societies  the  method  adopted  can  be  hotter 
described  by  their  author  than  myself,  and  I  shall  quote  his 
evidence  before  a  Royal  Commission.     (See  Davies). 

41  They  are  built  upon  a  principle  of  figures  which  very 
few  people  seem  able  to  comprehend.  The  statement  at  the 
outset  is,  that  men  by  uniting  together,  can  obtain  in  the 
first  instance,  the  same  value  for  their  investments  that  they 
are  accustomed  to  pay    for  other  people's  money.    (2nd.) 


That  they  can  practically  obtain  one-fourth  more  thu  i 
rate. 

"  The  scheme  in  theory  is  as  follows :— If  500  per;  i 
down  9^d.  per  week,  it  will  produce  £2  Is.  91  each  p<::^ 
Now,  if  we  strike  off  the  Is.  2d.  for  expenses,  which  iin":.] 
said  to  be  enough,  there  will  be  at  the  end  of  the  year,  t:^ 
The  money  is  balloted  for  as  it  accumnlates  in  nn  Li 
large  sums  of,  say,  one,  two,  three,  or  four  bandied  :>>i 
Those  to  whom  it  falls,  have  the  various  sums  kat ::  '.& 
without  interest,  conditionally  that  the  money  ii  eiu*  i 
upon  property,  the  borrowers  repaying  the  loan  it  *i.  1 
of  ten  per  cent,  in  addition  to  the  suhscription  oi  £:! .« i 
per  £100  share,  and  after  the  loan  is  repaid  the  sja».r.rj 
18  continued  until  the  sum  of  £62  has  been  paid. 

"  Each  member  is  supposed  to  have  his  sabscn.i 
returned,  the  theory  being  that  the  member  k:  J  : 
society  a  small  sum  annually  for  a  long  perioi  ir*  ^ 
society  lends  him  a  large  sum  for  a  comparaciTelT .-.' 
period.  According  to  the  same  evidence,  a  society  ^'  I 
members  with  a  nominal  capital  of  £50,000  pr .  i 
during  the  existence  of  the  society  four  times  that  vv 
property,  and  having  done  so,  returns  the  £50,(0}  v-  *  ^ 
who  lent  it,  they  the  members  heing  in  passeb^: 
£200,000  worth  of  property."  Dr.  Bowkett  says  "  tbt  r  ^ 
is  turned  over  by  the  society  four  times.  The  accaz:- 
of  compound  mterest  is  remarkable,  and  was  aeve  i:- 
of,  and  is  not  perceived  by  people  even  now — even  t5^ ' 
have  written  most  upon  it  do  not  seem  to  have  ca3^'  ' 
of  the  fact  at  all. 

"The  great  principle  which  lies  at  the  bottom  of "-'  ^ 
accumulation  at  compound  interest,  of  money  lent  ▼  - 1 
interest.    I  used  to  be  exasperated  because  peopk  ' 
not  understand  it." 

I  think,  with  Davies,  the  author  of  the  most  t!*.>'~^ 
work  on  Building  Societies  Extant,  that  the  mL^a:  < 
offered  by  the  Bowkett  Societies  are  more  appaiei  -  < 
real — <*  Ex  nihilo  nihil  fit  " — as  there  is  no  interest  c^> 
it  follows  that  there  can  be  no  compound  interest. 

But  take  the  method  in  another  and  an  aitematit!  -^ 
and  assume  money  to  be  at  its  normal  value  of  five  ptf  = ' 
By  Bowkett's  theory  of  £2  per  annum,  £G2  is  to  be  cs. 
during  a  period  of  31  years.    Now,  if  at  the  end  of  oo^  '^ 
a  member  receives  a'loan  of  £100,  this  is  in  realityk 
of  £98.    For  this  he  must  pay  £10  per  annmn  ctc: 
above  his  subscriptions  for  10  years,  and  must  cobsc- 
original  subscription  still  for  31  years.    Now,  Davw*^ 
the  present  value  of  an  annuity  of  £10  per  anrnus  i  - 
years  to  be  £77*217,  and  the  present  value  of  an  asr^. 
£2  for  30  years  to  be  £30*744,  amounting  in  all  to  ii 
deduct  from  this  the  amount  of  loan  £98,  and  we  hi* 
£9-961. 

Now,  inasmuch  as  the  society  W3uld  not  temuLab  j| 
about  41  years,  you  may  assume  the  value  of  £9"^  ^  | 
the  amount  in  excess  of  the  cost  indicated  by  41  j^ 
at  five  per  cent.  |£73*621,  so  that  a  repayment  of  ^    I 
well  be  made  thereout. 

It  is  urged  that  the  societies  come  to  an  e&i  i= 
period,  but  in  that  case  it  is  because  some  wish^' 
redeem,  and  the  earlier  termination  will  thus  be  e■i^  < 
the  losses  which  those  members  sustain  in  the  prcc^a 

Admitting  the  theory  of  Bowkett  Societies  to  te 
one,  it  is  certainly  a  long  and  tiresome  process,  aci 
as  I  can  judge,  the  chief  advantage  is  that  the  ^''^^ 
are  verv  small,  and  a  lot  of  peoj^le  are  sim^  e^^^ 
think  they  are  going  to  get  their  houses  with^ct  » 
anything  for    them.    But    supposing  a    Utfge  nc^^ 
members  (as  must  necessarily  be  the  case)  do  not  ^^- 
allotments  until  late  in  the  career  of  the  sooietr,  V:i 
must  be  more  imaginary  than  real.    ¥tom  "Dr.  ^'*^ 
evidence  it  appears  that  if  a  man  did  not  receive  ^^~ 
for  27  years  he  would,  when  his  turn  came,  reoeivc  '^ 
loan  the  repayment  of  his  subscriptions,  vis.»  3  ^,t ' 
He  will  thus  have  paid  an  annuity  of  £3|  te  «< 
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lich  would  represent  a  value  at  five  per  cent,  of  £109*338, 
d  he  will  have  to  pay  £10  per  annum  for  10  years,  the 
3sent  value  of  which  is  £77'217.  Together  these  amount 
£186*555  for  which  he  receives  £154. 
The  chief  difference  between  Bowkett  and  Star-Bowkctt 
aicties  is  that  in  the  latter,  when  a  man  has  repaid  his 
ncipal,  he  pays  off  the  rest  of  his  subscriptions  in  a  short 
iod,  say,  two  or  three  years  at  most.  The  object  being 
enable  the  other  members  of  the  society  to  have 
lir  money  and  thus  close  the  society  so  much  earlier. 
?hus,  a  man  having  a  loan  of  £300  in  the  first  year  of  the 
iety's  existence,  would  pay  in  11  or  12  years  £381  18s., 
I  would  have  an  actual  interest  remaining  in  the  society 
218  18s.,  this  amount  he  is  supposed  to  get  at  the 
nination  of  the  society,  less  working  expenses.  Does  he 
it? 

^hen,  as  not  unfrequently  happens,  a  member  sells  his 
it  to  another  for  a  premium,  it  follows  that  the  rate  of 
(rest  to  the  purchaser  is  enormous,  amounting  sometimes 

0  per  cent.,  although  this  benefit  does  notTaccrue  to  the 
ety — 7tie  jtutice. 

emtanent  Societies. — As  indicated  in  the  Act  of  Parlia- 
it  a  Permanent  Society  is  one  which  has  not,  by  its 
s,  any  fixed  date  or  specific  result  at  which  it  shall 
sinate. 

he  financial  basis  of  a  Permanent  Society  is  that  the 
ower  pays  a  larger  interest  than  the  investor  obtains 
er  the  rules,  the  constant  and  periodical  payment 
[ering  the    interest   considerably    more   than  five   per 

i. 

16  Permanent  are,  of  all  societies,  the  best.  Of  course, 
a  terminating  societies,  there  are  several  varieties, 
e  are  governed  by  the  Joint  Stock  Companies  Act.  Some 
registered  under  both  Acts, 

lere  are  several  societies  in  London  which  aim  only  at 
ilying  the  houses  at  a  small  rate  over  that  of  ordinary 
al  ,or  the  three  years'  purchase  system,  amplified  and 
nded  to  houses.  Of  course,  in  these  cases,  there  is  no 
ual  element,  and  the  members  take  no  part  in  the  con- 

of  the  affairs  which,  as  in  other  corporations,  are 
rned  by  a  Board  of  Directors  having  large  holdings  in 
toncem. 

obably  the  most  successful  society  of  this  class  is  the 
it  Frankfort  in  Germany. 

e  figures  of  permanent  societies  have  been  well  tried 
nested,  and  are  applied  in  various  ways  to  suit  the  mood 
>nvenience  of  the  investor.  Occasionally  a  share  is 
up  in  a  lump  sum  and  allowed  to  remain  for  a  term  of 
i  until  it  has  reached  its  full  value  ;  or  shares  are  paid 
lall  sums  (usually  monthly)  and  advances  are  made  to ' 
bers  with  the  repayment  extending  over  from  3  to  20 
,  at  the  option  of  the  member, 
len  permanent  societies  were  first  introduced,  shares 

issued  in  series,  each  series  being  distinct  from  the 
s.     This  method  is  still  in  force  in  the  United  States. 
3  number  issued  is  of  course  determined  by  the  number 
;>plicants,  and  the  general  demand.    The  series  run 

course  as  in  a  terminating  society,  and  at  the  end  of 
rst  year  a  second  series  is  issued.  The  series  usually 
ut  in  from  10  to  14  years.  This  might  be  said  to  be  a 
nating  society,  but  it  is  the  mevibership  only  which 
lates,  while  in  a  terminating  society  the  membership  and 
icicty  terminate  at  one  and  the  same  time. 
ehold  Land  Societies  are  usuallv  conducted  upon  the 
Lncnt  principle,  but  as  both  methods  arc  adopted,  they 

1  effect,  much  the  same  as  building  societies ;  indeed, 
societies  describe  themselves  as  such  and  such  a 

ng  and  land  society  or  vice  versa. 
lay  also  mention  here  Co-operative  Building  Societies, 
are  registered  under  the  Provident  Societies'  Act  of 
but  as  this  is  a  part  of  the  subject  which,  in  itself, 
occupy  a  considerable  time  I  purpose  passing  over  it 
{iiiQ  that  their  operation  is  much  hampered  by  the 


inability  of  members  to  have  more  than  a  £200  holding  in 
the  Society. 

The  advantages  of  a  good  sound  permanent  society  are 
beyond  all  computation  to  the  industrial  classes,  and  enable 
man}-  thousands  of  people  to  become  property  owners, 
quietly  and  surely,  who  never  could  acquire  it  by  any  other 
means. 

It  must  always  be  borne  in  mind  that  building  societies 
are  founded  upon  the  mutual  principle,  and  consequently 
redemptions  of  property  when  proposed,  are,  in  most  cases, 
effected  at  some  sacrifice  (although  small)  to  the  member. 

If  a  sum  of  money  is  lent  out  under  a  contract  of  repay- 
ment over  so  many  years,  subject  to  certain  periodical 
payments,  and  the  unpaid  balance  of  it  is  tendered  within 
the  time  agreed,  it  is  only  reasonable  that  the  society 
should  compel  the  member  to  pay  some  forfeit.  Thus,  the 
value  of  his  future  subscriptions  are  taken  into  account,  and 
he  is  required  to  pay  the  amount  less  a  discount.  This  is 
the  case  in  most  permanent  societies,  but  not  in  all. 

I  know  a  society  where  the  two  accounts  are  kept  distinct. 
The  subscriptions  on  the  shares  (with  profits  accruing) 
creating  a  fund  which  ultimately  cancels  the  liability  under 
the  deed  of  mortgage. 

In  such  a  society  the  member  pays  simple  interest  for  the 
money  borrowed,  in  addition  to  lus  subscriptions. 

This  is  the  character  of  the  one  with  which  I  am  connected. 
— The  Morley. 

It  is  a  method  which  enables  members  the  more  readily 
to  deal  with  their  mortgages,  either  in  lump  sums  or  as  a 
whole,  and  at  the  same  time,  keep  healthy  their  sub- 
scriptions or  shares,  invested  account,  and  run  them  to  their 
final  value. 

I  ought,  perhaps,  before  closing  (for  I  feel  you  have  got 
enougli  to  provoke  a  discussion  and  a  few  questions)  to  indicate 
one  or  two  causes  of  failure  in  building  societies. 

The  principal  causes  of  failure  are  (1st)  in  old  societies  an 
undue  amount  of  capital  on  hand,  bringing  in,  perhaps, 
only  2^  per  cent,  or  3  per  cent.,  while  the  rules  oblige  tne 
society  to  give  the  members  more  than  that  rate  apart  from 
question  of  profit ;  (2nd)  in  a  young  society  a  large  number 
of  withdrawals  causing  the  society  to  have  to  look  "  round  the 
corners  "  for  funds  sometimes  in  a  manner  rather  undignified 
— and  if  (as  not  unfrequently  occurs)  the  society's  own  borrow- 
ing or  loan  deposit  account  happens  to  have  a  run  on  it,  that 
will  cause  still  greater  pressure ;  and  when  anything  like 
delay  is  occasioned  in  the  payment  of  monies,  whether  by  a 
society  or  a  person  whoso  reputation  is  founded  mainly  upon 
the  confidence  the  public  have  in  it,  or  him,  a  rush  upon  the 
exchequer  is  invariably  caused  and,  not  unfrequently,  this 
sort  of  panic  forces  both  societies  and  men  into  a  position 
of  bankruptcy  when  they  may  be  at  the  time  actually 
solvent. 

The  theory  and  practice  with  building  societies  is  (or 
should  be),  the  same  financially  as  with  a  private  firm. 

There  should  always  be  a  sutficient  amount  of  money  so 
invested  as  to  be  available  for  current  purposes,  if  required, 
under  any  special  pressure. 

I  have  not  attempted  to  lay  before  you  many  figures  of 
building  societies,  because  they  all  vary,  and  permanent 
societies'  figures  are  invariably  certified  by  actuaries  prior  to 
registration  ;  or  formed  upon  other  well-known  sources  such 
as  interest,  discount,  and  annuity  tables. 

The  subject,  I  find  (so  far  as  students  are  concerned)  would 
be  better  dealt  with  in  a  series  of  lectures.  It  is  altogether  too 
vast  and  complex  to  give  you  other  than  general  principles 
in  one  lecture. 

One  final  word  I  venture  to  address  to  the  junior  members 
of  the  association,  and  it  is  not,  perhaps,  out  of  place  in 
coming  from  me  :  According  to  the  amount  of  m,gney  you 
can  save  annually,  take  up  shares  in  a  good  Permanent 
Building  Society.  The  principle  of  thrift,  exercised  while 
young,  isan  incalculablemoral  benefit  to  a  man,  if  not  allowed 
to  absorb  him  and  generate  selfishness. 
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A  pretty  cottage  percht»cl  on  Bome  pleasant  hillside,  or 
nestling  among  its  kind  in  an  imposing  terrace,  or  in  the 
social  company  of  a  neighbour,  semi-detacli'jd.  This  is  the 
desideratum  and  thing  of  beauty  which  should  loom  out  in 
the  vista  of  every  young  man's  imagination,  and  this  is  the 
kind  of  cage  he  should  acquire  (for  himself  and  the  other 
sweet  creature)  before  taking  up  his  position  in  society  as  a 
citizen,  and  starting  his  own  colony.  There  would  then  be 
satisfaction  in  knowmg  that  of  the  only  t^vo  certainties  of 
life,  viz.,.  rent  day  and  death,  one  at  least  (a  frequent, 
objectionable  visitor)  would  be  disposed  of. 


THE  BANKEUPTCY  ACT,  1883. 
OBSERVATIONS 

ADDRESSED  TO  THE 

RIGHT  HONORABLE  THE  PRESIDENT  OF  THE 

BOARD     OF    TRADE, 

BY  TUE  COUNCIL  OP 

TJie  Institute  of  Chartered  Accountants  in  Emjland 

and  Wahs, 


1. — Tlio  Council  wish  to  premise  that  the  efficient  working 
of  any  Bankruptcy  Act  depends  almost  entirely  upon  the 
rules  and  orders.  The  administration  of  the  estates  is 
almost  entirely  a  matter  of  detail. 

2. — The  following  observations  and  suggestions  are  based 
upon  information  furnished  to  the  Council,  and  upon 
practical  experience  of  the  working  of  tliO  Act 

Private  Arrangements^  Compositixins,  or  Schemes  of  Arrange- 

vient. 

8. — There  can  be  very  little  doubt  that  there  has  been  a 
largo  diminution  in  the  number  of  cases  under  tbe  new  Act, 
and  that  a  great  many  have  been  dealt  with  out  of  Court. 

4. — The  reasons  which  in  many  cases  would  induce  the 
Debtor  to  desire  to  have  his  Estate  administered  under  a 
private  arrangement  are  obvious,  but  the  Council  are  of 
opinion  that  this  desire  on  the  part  of  the  debtor  would  not 
influence  the  creditors  unless  they  considered  it  to  their  in- 
terest to  concur  in  such  arrangement. 

5. — In  many  of  these  private  arrangements  discontented 
creditors  are  bought  oflf,  and,  in  some  cases,  provision  is 
made  in  the  Deed  for  this  very  purpose.  This  is,  of  course, 
against  the  principle  which  is  at  the  root  of  all  bankruptcy 
procedure,  viz.,  a  rateable  distribution  of  assets. 

6. — The  Council  are  of  opinion  that  it  is  necessary  that 
proper  provision  for  the  legalisation  of  private  arrangements 
should  bo  made,  viz. :  that  there  may  be  power  to  bind  a 
minority,  decide  disputed  proofs,  audit  Trustee's  accounts, 
tax  costs,  call  in  the  supervision  of  the  Court  when  necessary, 
&c.  They  desire  to  call  attention  to  the  delay  which  occurs 
especially  in  country  cases  of  composition  or  scheme  of 
arrangement,  and  which  not  unfrequently  extends  to  three 
months. 

7. — It  is  of  great  importance  that  the  assets  should  bo 
vested  in  a  competent  Trustee  at  the  earliest  possible 
moment.  Where  this  is  not  done,  great  waste,  expense,  and 
complication,  frequently  arise.  If  a  Trustee  cannot  be 
appointed  at  the  first  meeting,  the  creditors  ought  to  have 
the  assistance  of  a  special  manager  in  order  that  the  estate 
may  be  properly  administered,  and  a  practical  scheme  pro- 
posed.    This  is  not  always  the  case  at  present. 

8. — Rule  163  provides,  that  when  a  scheme  of  arrange- 
ment is  confirmed,  the  receiving  order  shall  be  rescinded. 
The  effect  of  this  should  be  carefully  considered. 


9. — As  it  te  the  duty  of  the  Official  Receiver  t.: : 
the  Court  on  the  propriety  or  otherwise  of  a  conip  - 1 
scheme,  he  ought   to   be  perfectly   independen:    li 
scarcely  be  so,  when,  under  the   present  systcz, 
qucntly  holds  nearly  all  the  voting  powers,  and coi^v 
can  appoint  himself  Trustee,  and  fix  the  coTnmi-,-- 
to  receive. 

10. — This  commission  comes  out  of  the  De'>vr  - 
and   the   Oflicial   Receiver's  judgment   must  «::. 
weighted  when  a  commission  will  come  to  his  km-  . 
the  event  of  his  reporting  favourably  on  the  pr  :  -. 
on  the  other  hand  the  Debtor  will  be  likely  to  pr  : 
condition  of  the  scheme  that  is  to  be  carried  r.: 
Oflicial  Receiver,  and  that  he  is  to  be  paid  a  libei&I  c  i 
sion. 

11. — The  Council  are  of  opinion  that  it  is  coLtnn 
spirit,  if  not  the  letter,  of  the  Act  that  O^icL.  ll.. 
should  bo  appointed  Trustees  in  any  case,  wLcu.  : 
runtcy,  composition,  or  scheme,  except  where  the  i^^ . 
not  exceed  ii'dOO. 

12. — It  is  c*on tended  by  the  Board  of  Trade  th.it  T\ 
under  schemes  of    arrangement   and  eompcsiucc'. . 
obtain  a  certificate  of  the  Board  of  Trade,  and  gi'i .  ^ 
before  they  can  act.    This  appears  to  be  directly  ccr::-' 
sec.  18  sub-sections  12  and  18  of  the  Act,  which  fti:. 
only  Parts  III.  and  V.  of  the  Act  apply  to  Tns».= :. 
schemes  or  compositions. 

13. — It  has  been  stated  that   the  Board  of  Tr*i- 
issued  instructions  to  the  Official  Receivers  to  s^** : 
scheme  where  it  is  not  provided  that  the  Trustee  ^' 
security.     The  Council  find  no  provision  either  ji  ^ 
or  in  the  Rules  which  requires  a  Trustee  under  a  i:-~ 
arrangement  to  find  security. 

Proxies. 
14. — The  difficulties  that  Creditors  experiecrei. 
represented  at  first    meetings    by  persons  bcldizh^ 
proxies  is  no  doubt  one  great  cause  of  dissatisf^vt- 
order  to  be  represented  at  a  meeting  byanypci^c 
than  an  employ^  or  the  Official  Receiver,  a  Crediu'i 
apply  to  the  Official  Receiver  for  a  form  of  proxy— f:: 
he  has  to  pay  sixpence — he  has  to  fill  up  such  :c^-  - 
own  handwriting  and  it  has  to  be  delivered  to  L,^ 
Receiver  the  day  before  the  meeting.     Inmaajr^' 
the  notice  of  the  meeting  reaches  a  Creditor  s-o  U:e : 
is  impossible  for  him  to  lodge  the  proxy  by  tbe  p--  - 
time.     Supposing  ho  is  able  to  do  so,  he  i5thenm:ft« 
difficulty  that  the  proxy  must  set  forth  some  rir. 
resolution  for  which  the  holder  is  to  vote.     It  is  :::^. 
for  the  Creditor  to  know  what  proposals  will  be  niiJ 
meeting.     When  the  holder  of  the  proxy  arrives  a:t 
ing  he  probably  finds  that  bis  voting  power  is  &<«':-; 
the  Creditor  is  therefore  practically  uniepresenud   ' 
an  illustration : — A  person  held  proxies,  giving  him  :^•^- 
vote  either  for  an  adjudication  in  Bankruptcy,  or  i  '- 
position  was  offered,  for  the  adjournment  of  tbe  =*' 
In  the  first  place,  he  was  met  by  the  Official  Bec" 
forming  him  that  the  proxy  could  not  set  forth  tvc  ^" 
tive  rerolutions.    A  proposal  for  a  compositicxi  «*-" 
which,  in  the  opinion  of  the  holder  of  the  pic-xi-v 
represented  a  large  proportion  of  the  GreditorsK  ^^' 
to  be  entertained.    He  therefore  proposed  that  th:  ^  - 
should  be  adjourned,  and  was  told  that  the  oiolj  i^; 
before  the  meeting  was  whether  the  compositicc 
should  be  accepted.     Ho  then  said  he  should  vom  -^ 
the  proposal.     He  was  told  his  proxy  ga\t>  hmi  r"  r 
vote  against  anything.     Consequently  the  noAJcnt; 
Creditors  were  powerless,  and  the  compositioc  w.v 
by  the  Ijocal  Creditors  present.     In  another  instir-'  ^ 
ments  that  had  been  made  to  the  Creditors  iniw>- 
to  consider  that  a  composition  of  58.  in  tlie  £  " 
reasonable,  and  they  had  filled  up  their  pioxie$  >s~'  - 
holders  power  to  vote  for  such  a  compositMia.    Ai  v^  ^ 
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it  was  found  on  examination  of  the  statement  of  affairs 
t  the  assets  were  safficient  to  enable  the  Debtor  to  pay 
PkI.  in  the  £  which  he  thereupon  agre<' 1  to.  'i  he  proxy 
ItTs  could  not  vote  in  favour  of  such  coin]>jsition  as  Uiey 

only  power  to  vote  for  a  composition  of  Ss.    The  com- 
icion  of  5s.  was  therefore  carried. 

5.— Assuming  an  skdjudication  in  Bankruptcy  to  be 
tlved  upon,  the  creditors  represented  by  special  proxies 
met  Avith  another  difficulty.  The  proxy  may  contain  a 
ction  to  the  holder  of  it  to  vote  for  a  particular  person 
'rustce.  In  the  case  of  two  or  three  persons  pie.;cnt  at 
same  meeting,  each  of  them  holding  proxies  entitling 

to  vote  for  a  different  person  as  trustee,  and  neither  of 
n  having  a  sufficient  majority  to  carry  the  choice,  they 
all  of  them  powerless  to  vote  effectively.  The  Tmstce 
t  therefore  necessarily  be  elected  by  the  creditors 
ent  who  have  not  given  proxies,  although  they  may  be  a 
ority. 

•. — The  same  remarks  apply,  perhaps  with  greater  force, 
the  election  of  the  Committee  of  Inspection,  as  it  is 
issary  for  the  Creditors  to  nominate  in  their  proxies 
ibers  of  the  Committee  of  Inspection,  while  they  are  m 
ranee  of  the  names  of  persons  who  are  eligible  and  will- 
to  serve  in  that  capacity. 

.—Although  the  Act  (Sch.  J,  R.  21)  gives  a  creditor 
3r  to  appoint  the  Official  Receiver  to  act  as  his  general 
jocial  proxy,  he  may  do  so  only  in  manner  prescribed, 
the  rules  do  not  appear  to  prescribe  at  all  the  manner 
hich  he  may  act. 

. — All  forms  of  General  Proxy  issued  by  the  Official 
)iver  have  his  title  inserted  in  print  as  the  proxy  to  be 
•inted. 

. — The  authority  and  powers  of  the  Board  of  Trade  and 
Official  Receiver  havmg  been  jealously  limited  by  the 
the  Council  think  that  a  form  under  the  Act  suggesting 
inviting  the  appointment  of  the  Official  RcLciver  as 
y  is  not  warranted. 

Official  Receivers. 
, — The    Council    are  of    opinion    that  as    the   OlTitial 
liver  is  a  public  officer  all  instructions  to  him  by  the 
d  of  Trade  should  be  publicly   issued  under  Riilo   :^*j7. 

have  reason  to  believe  that  some  of  tho  nistructi-^ns 
h  have  already  been  issued  to  Official  iCiccivcis  are  not 
cordance  with  the  Act. 

— The  action  taken  by  the  Official  Receiver  in  many 
,  immediately  on  a  receiving  order  being  niado,  in 
g,  before  the  first  meeting,  the  furniture  and  other 
srty  of  the  debtor,  is  disastrous  both  to  the  debtor  and 
3  estate. 

— In  one  case,  notwithstanding  that  at  a  meeting  of 
reditors  convened  by  the  Official  Receiver  himself,  the 
tors  present  unanimously  resolved  that  the  sale  should 
9  allowed  to  proceed,  as,  in  their  opinion,  it  would  be 
lisadvantageous  to  the  estate,  the  Official  Receiver 
sded  with  the  sale. 

—In  a  case  at  Southampton,  the  debtor  stated  that  he 
1  tended  making  an  offer  but  could  not,  in  consequence 

business  having  been  closed,  and  the  stock  advertised 
le  by  the  Official  Receiver. 

— In  other  cases,  the  Official  Receivers  use  every  effort 
Icct  debts  due  to  the  debtor,  in  one  case  the  debtors  to 
tate  were  offered  large  discounts  for  prompt  payment, 
>t her,  notices  were  sent  out,  requesting  that  the  debts 

bo  paid  within  three  days. 

Statement  of  Affairs, 
—Another  defect  in  the  working  of  the  Act  is  caused  by 
oHtrictive  instructions    given   to  Official  Receivers   in 

to  tlie  appointment  of  persons  to  prepare  the  Stato- 
of  ^Vffairs,  and  the  appointment  of  Special  ^Managers. 

former  case,  the  Official  Receivers  state  that  they 
lastructions  from  the  Board  of  Trade  to  allow  only  a 
;uni  for  the  (preparation  of  the  Statement  of  Affairs, 


which  sum  is  in  many  instances  wholly  inadequate  as  re- 
muneration for  the  work  done,  thus  entirely  ignoring  the 
f.oalrt  of  char;^'(\s  set  forth  in  the  Rules.  In  one  case  an 
Accountant  was  allowed  tlO  for  a  Statement,  for  which  if  he 
had  charged  at  a  moderate  scale  he  would  have  been  entitled 
to  £50. 

26. — Official  Receivers  in  many  instances  seem  to  have  a 
very  inadequate  appreciation  of  the  importance  of  the 
Statement  of  Affairs.  It  has  been  stated  that  in  order  to 
account  for  the  smallncss  of  the  remuneration  allowed,  they 
have  informed  persons  for  \Yhose  appointment  to  prepare  a 
Statement  of  Affairs  application  has  been  made,  that  it  is 
only  necessary  to  piepaio  i^uoh  a  Statement  of  Affairs  as 
wo  :l-l  give  the  Creditors  some  idea  of  the  Debtor's  position, 
and  that  no  avoidable  expense  i".  to  bi'  inciiirc-d  before  the 
first  meetin*<  a,s  the  creditors  c.\n  then  resolve  that  a  further 
Statement  shall  be  made.  Experience  has  shown  that 
Ci editors  dislike  and  will  not  attond  repealed  meetings.  In 
complicated  matters  they  cannot  satisfactarily  decide  how  a 
Debtor's  estate  shall  be  dealt  with  unless  supplied  with 
a  comprehensive  Statement  of  Affairs. 

27. — Section  10  of  the  Act  provides  that  '•  the  Statement 
•'of  Affairs  sball  bo  in  the  prescribed  form,  verified  by 
**  afiidavit,  ^\io\vin<i  the  particulars  of  the  debtor's  Assets, 
"Debts  and  Liabilities,  the  names,  residences,  and  occupa- 
**  tions  of  his  Creditors,  the  securities  held  by  them  respec- 
"  tively,  the  dates  when  the  securities  were  respectively 
"  given,  and  such  further  or  other  information  as  may  be  pre- 
"  scribed  or  as  the  Official  Receiver  may  re.juirc." 

28. — The  Statement  of  Affairs,  which  it  has  been  the 
practice  up  to  the  present  time  to  lay  before  Creditors,  con- 
tains more  information  that  would  be  afforded  by  a  compli- 
ance with  Section  16 of  the  present  Act.  It  has  been  usual, 
and  in  fact  necessary,  to  set  forth  what  would  be  the 
probable  amount  of  proofs,  and  what  the  assets  would 
probably  realise.  In  caliudatini?  the  amoiint  of  pi  oofs,  a 
considerable  amount  of  knowledge  is  required  in  almost  all 
cases  of  any  magnitude.  It  is  necessary  to  be  able  to  set 
forth  accurately  what  are  the  rights  of  Creditors  claiming 
to  hold  securities,  v.hifh  is  re  often  plodgrd  two  or  three 
deep;  what  are  the  niliLs  of  joint  and  sc])arate  creditors, 
trustees  of  scttlemcuts,  persons  having  contracts  with  the 
debtor,  representatives  of  deceased  partners,  bill-holders 
with  or  without  secnrity,  creditors  hf>lding  collateral 
security,  <fcc.,  t^;\  The  question  of  the  amount  the  assets 
are  likely  to  realise  is  one  the  determination  of  which 
requires  considerable  experience.  It  u  found  that  the 
debtor's  estimate  on  this  point  cannot  be  relied  upon. 

20.-  The  Statement  of  Affairs,  therefore,  becomes  a  very 
important  document,  inasmuch  as  it  is  a  guide  to  Creditors 
as  to  whether  or  not  they  should  accept  a  composition 
offered  by  the  Debtor  or  a  scheme  of  arrangement.  Up  to 
the  present  time  Creditors  have  been  accustomed  to  rely 
upon  it  as  presenting  accurately  the  Debtor's  position, 
because,  although  the  latter  is  responsible  for  it,  it  has  been 
generally  pref)ared  and  presented  by  an  Accountant  ;  in 
other  words.  Creditors  have  to  a  great  extent  accepted  the 
Statement  of  Affairs  as  reliable  because  they  have  had  con- 
fidence in  the  Accountant  employed. 

30. — Unless  this  Statement  is  prepared  by  competent  and 
reliable  persons  it  is  impossible  for  the  Creditors  to  decide 
whether  or  not  a  composition  offered  by  the  Debtor  should 
be  accepted. 

31. — Another  advantage  of  having  a  competent  person  to 
investigate  the  books  and  prepare  the  Statement  is,  that  he 
thereby  becomes  coqnisaut  of  the  Debtor's  affairs  and  con- 
duct, and  the  Aeo<  i.ntant  is  frequciiily  appealed  to  by 
Creditors  as  to  his  opinion  of  the  coud^ict  of  the  debtor  in 
his  past  tran>actit>iis. 

32. —  In  almost  every  case  the  production  of  the  State- 
ment of  Affairs  has  enabled  Creditors  at  the  first  meeting  to 
decide  upon  the  manner  in  which  the  debtor's  estate  shall 
be  realised,  and  the  reliance  placed  upon  the  Statement  of 
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Affairs  prepared  by  the  Accountant  has  enabled  Creditors  at 
once  to  decide  to  accept  a  composition.  Very  larf»o  estates 
involving  hundrcMlrt  of  thousands  of  pounds  of  assets  have 
been  dealt  with  by  way  of  composition  resolved  upon  at  the 
first  meeting. 

Special  Managers. 

33. — The  method  in  which  the  appointment  of  Special 
Iklanagers  is  conducted,  at  any  rate  in  the  country,  appears 
to  the  Council  to  require  alteration. 

34. — The  Official  Keceiver,  on  an  application  being  made 
to  him  for  the  appointment  of  a  Special  Alanager,  in  some 
cases  appoints  the  debtor,  whereas  Section  12  of  the  Act 
does  not  appear  to  contemplate  that  the  debtor  should  be 
appointed  Special  Manager,  although  by  section  G4  the 
Trustee,  with  the  sanction  of  the  Committee  of  Inspec- 
tion, may  appoint  the  Bankrupt  to  superintend  the 
management  of  the  property  or  business  or  3arry  on  the  trade. 

36. — When  the  Official  Receiver  has  decided  to  appoint  a 
Special  Manager,  other  than  the  debtor,  he  informs  the 
person  so  appointed  that  his  charges  must  not  exceed  a 
certain  amount,  and  that  he  must  accept  the  office  upon 
those  terms,  otherwise  he  will  not  be  appointed. 

3G. — This  appears  to  be  entirely  in  contravention  of 
Section  12,  Sub-section  3  of  the  Act,  under  which  the 
remuneration  of  the  Special  Manager  is  to  bo  determined 
by  the  creditors,  by  a  resolution  at  an  ordinary  meeting. 

37. — The  Council  are  of  opinion  that  the  selection  of 
Special  Manager  should  not  be  left  entirely  in  the  hands  of 
the  Official  Receiver,  but  that  he  should  appoint  a  person 
nominated  by  creditors. 

38. — It  is  provided  by  Rule  254,  that  where  the  remunera- 
tion of  the  Special  Manager  is  not  fixed,  he  should  be  paid 
according  to  such  scale  as  may  from  time  to  time  be  fixed 
by  the  Board  of  Trade. 

39. — No  such  scale  has  yet  been  fixed. 


Remuneration  of  Trtcstee. 

40. — The  Council  are  informed  that  Official  Receivers 
acting  under  instructions,  endeavour  to  have  inserted  in 
resolutions  a  provision  that  the  remuneration  of  the  Trustee 
shall  be  subject  to  revision  by  the  Board  of  Trade.  This  is 
in  direct  contravention  of  the  terms  of  the  Act,  which  pro- 
vides that  the  Trustee's  remuneration  shall  be  fixed  by  the 
creditors,  or,  if  they  so  resolve,  by  the  Committee  of  In- 
spection. 

41. — Section  72  provides  that  the  Trustee's  remuneration 
shall  be  calculated  on  *'  the  amount  realised  "  after  deduc- 
ting any  sums  paid  to  secure  creditors  out  of  the  proceeds 
of  their  securities.  It  appears  doubtful  whether  the  com- 
mission is  to  be  calculated  on  any  sums  received  from 
trading,  or  on  any  other  amounts  which  are  not  net  assets. 

42. — Rule  224  provides  that  the  Creditors  or  Committee 
of  Inspection,  in  voting  the  remuneration  of  the  Trustee, 
shall  fix  the  rate  of  remuneration,  so  that  the  commission 
on  the  amount  realized  shall  not  exceed  the  rate  on  the 
amount  distributed.  It  appears  to  the  Council  to  be  very 
doubtful  whether  this  rule  is  not  ultra  vires  as  it  restricts 
the  discretion  of  the  creditors  given  to  them  by  section  72 
of  the  Act,  which  empowers  them  to  determine  the  rates  of 
remuneration. 


Discretion  of  Trustee. 
43. — The  provisions  of  Section  89,  giving  trustees  a  certain 
discretion  in  the  management  of  the  estate  and  its  distribu- 
tion among  the  creditors,  appear  to  have  been  overlooked, 
judging  from  the  way  in  which  trustees'  accounts  have 
occasionally  been  dealt  with  at  the  time  of  Official  Audit. 

Employment  of  Solicitor. 
44. — The  restrictions  imposed  by  Sec.  57,  Sub-sec.  3  of  the 
Act  are  found  to  be  very  Irksome.     Some  discretion  ought  to 
be  allowed  to  the  Trustee. 


Public  Examination  oftheDehtcr. 

45. — In    many    cases    the  examination  of  tbe  i 
appointed  for  either  the  same  day  as  the  first  n.^:\ 
few  days  after  it.     In  such  cases  the  Trustee  hv  .^ 
tunity  of  examining  the  Statement  of  Affairs  and  iy> 
ing  its   accuracy,  and   the    debtor   consequentlj  ^ 
passes  his  examination  without  the  creditop  k:: 
opportunity  of  taking  any  effective  part  in  I'te  :i_ 
tion. 

46.— It  is  true  that  the  Official  Receiver  has  to  r- 
in  the  examination,  but  it  must  be  bome  in  mini  t ; 
officer  is  often  a  solicitor  who  has  not  bad  ih. ,'. 
requisite  to  enable  him  to  properly  investigate  the  ;- 
of  the  debtor  as  disclosed  by  the  Statement  of  Afo 

47. — Out  of  134  cases  in  which  receiving  oru^r- "r 
during  the  first  half  of  December,  18S4,  the  pctii 
tion    was   in   23   cases    fixed  before   the  daie^ii 
meeting,  and  in  65  cases  either  on  the  dsj  i  i 
meeting,  or  in  less  than  a  fortnight  after  that  dar. 

48.— The  result  of  the  present  system  istbiJ  : 
tions  are  passed  when  the  Statement  of  Affair^l^^ 
wrong. 

49.— It  is  submitted  that  no  examination  s' 
passed  where  the  Statement  of  Affairs  is  incj-T; 
material  extent.  — 


Fees, 

60. — The  Council  are  of  opinion  that  the  bci^ 
fees  have  a  deterrent  effect  on  the  presestatic^  ci  ? 
by  Creditors. 

61.— The  fact  of  having  to  put  a  Is.  stamp  ofl  •' 
debt  is  a  source  of  annoyajice  and  inconTcD: 
Creditors.  In  many  cases  proofs  are  sent  to  ^^  '• 
ignorance  of  the  fact  that  this  stamp  has  to  be :.: 
consequently  the  Creditors  votes  are  lost,  and  r.  - 
Trustee  obtains  the  stamp  it  costs  him  more  ta*-'  - 
to  recover  ^t. 

52.— The  6d.  stamp  on  voting  papers  is  aU.»" 
imposition,  it  imposes  a  tax  on  a  creditor  €sr^- 
rights,  and  deters  Creditors  from  voting. 

53.— The  fee  of  £1  per   cent,  charged  on  tb ^ 
accounts  by  the  Board  of  Trade  is  excesEve.  T: 
made  by  the  Chancery  Division  of  the  High  Coar. 
is  one  shilling  per  cent. 

64.— The  allowance  of  6  per  cent,  to  Official  K^ 
too  much,  because  the  assets  realised  by  thc<58  c:- 
only  those  which  can  be  dealt  with  very  easily. 

66.— The  fee  of  £1  per  cent,  on  the  gross  as^  -■■■ 
under  a  scheme  or  composition  is  too  high. 

Payment  of  Tcixes. 

56. — As  some  misapprehension  appears  to  err.  i- 
rights  of  the  Crown  regarding  taxes,  it  wonU  ?  • 
convenient  if  the  Treasury  would  issue  ameni'.-.'*''-- 
tax  collectors,  informing  them  what  claims  tbei '•'^ 
to  make  against  bankrupts'  estates. 

Banking  Accounts. 

57. — It  would  greatly  facilitate  the  work  o^^^-^'^' 
ing  on  business  in   the  City,   if  they  were  alK^* 
money  to  the  Bank  of  England  at  the  Head  Ob? 
the  Board  of  Trade  were  to  keep  a  pass  book  !»»;• 
so  that  the  Trustee  could,  at  any  time,  cofflja^  - 
with  his  books.  ^^ 

68. — The  Council  are  of  opinion  that  the  fs*  -* 
a<!Counts  at  local  banks  is  much  too  high. 

69.— The  Board  of  Trade  requires  Trustee?  fr?*' 
Bankruptcy  Estates  Account  all  monies  nsc^- 
make  all  payments  by  cheques  on  that  iccci^ 
from  the  Board  of  Trade.  In  many  cases  w5^ 
payments  have  to  be  made  the  trustee  has  to  i- 
raoneyout  of  his  own  pocket  and  subseqof o^  T -. 
the  Board  of  Trade  for  repayment.  This,  X  '^'^ 
an  unnecessary  inconvenience,  as  the  Act  cocu^. 
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ation  by  trustees  in  their  own  hands  of  a  snm  not  ex- 
iing  £50.  In  the  case  of  trustees  in  a  small  way  of 
ness  this  inconvenience  might  be  a  very  <;prious  onn. 
I. — The  cheques  issued  by  the  Boar<l  of  Trade  o:i  tlio 
kruptcy  Estates  Account  should  be  available  for  at  least 
nonths.  The  present  restriction  to  two  months  is  found 
reato  great  inconvenience,  more  especially  with  cheques 
3d  for  payment  of  dividends. 

Suggestions, 
. — The  Council  think  that  the  adoption  of  the  following 
estions  would  improve  the  working  of  the  Act. 
(a.)  That  proper  provision  for  the  control  and  legalisa- 
m  of  private  arrangements  should  be  made. 
(b.)  That  Official  Receivers  should  not  be  appointed 
ustees  under  schemes  of  arrangement  and  composi- 
»ns. 

(c.)  That  forms  of  Special  Proxy  should  be  issued  with 
e  notices  of  the  meeting. 

(d.)  That  it  should  only  be  necessary  to  lodge  the  proxy 
fore  the  meeting  as  provided  by  the  Act,  and  not  the 
y  before  the  meeting,  as  provided  by  the  rules,  also' that 
Dofs  should  be  lodged  before  the  meeting,  and  not  one 
;ar  day  before. 

[e.)  That  proxies  may  be  filled  up  by  any  person. 
If.)  That  the  form  of  proxy  should  be  such,  that  it  would 
ly  be  necessary  to  fill  in  the  nature  of  the  resolutions  to 
voted  for,  and  not  their  exact  terms,  for  instance — it 
3uld  be  possible  for  power  to  be  given  to  the  holder  of 
3  proxy  to  vote  for,  or  against  an  adjudication  in  bank- 
ptcy,  or  for  or  against  any  composition  or  scheme  of 
rangement  that  may  be  offered,  or  for  or  against  an 
journment.  Also  that  he  should  be  authorized  to  vote 
■  himself  or  any  other  person  as  Trustee,  or  for  any 
rson  as  member  of  th»  Committee  of  Inspection, 
:;hout  in  either  case,  the  name  of  such  person  being 
)cified. 

g.)  That  the  title  of  the  Official  Receiver  should  not  be 
erted  in  forms  of  Oeneral  Proxy. 

h,)  That  the  Official  Receivers  should,  as  provided  by 
)  Act,  confine  themselves  to  protecting  the  property  of 
)  debtor  until  the  first  meeting,  and  should  not  sell  any 
>perty  with  the  exception  of  perishable  articles. 
t.)  That  no  instructions  to  Official  Receivers  should  be 
aed  by  the  Inspector  General,  unless  the  same  have 
sn  submitted  to  the  Board  of  Trade;  and  that  such 
tructions  should  be  publicly  issued. 
j.)  That  the  person  appointed  to  prepare  the  Debtor's 
.tement  of  Affairs  should  be  remunerated  according  to 

scale  laid  down  in  the  rules. 

k.)  That  the  remuneration  of  the   Special  Manager 
»uld  be  left  to  the  Creditors  as  provided  by  the  Act. 
I,)  That  a  scale  should  be  nxed  providing    for  the 
luneration  of  the  Special  Manager  when  it  is  not  fixed 
the  Creditors. 

m.)  That  in  appointing  a  Special  Manager,   Official 
seivers  should  select  a  person  nominated  by  Creditors, 
rt.)  That  the  Official  Receiver  should  not  attempt  to 
3rf  ere  with  the  discretion  of  the  Creditors  as  regards 
remuneration  of  ther  Trustee. 

>.)  That  the  Inspector  General  should  not  disallow 
h  payments  made  by  the  Trustee,  with  the  sanction  of 

Committee  of  Inspection,  as  would  fall  within  the 
rcise  of  the  Trustee's  discretion. 

p.)  That  the  public  examination  of  the  debtor  should 
a  place  not  earlier  than  a  fortnight  after  the  first 
eting. 

J.)  That  a  shilling  stamp  should  not  be  required  on 
of  of  debt,  or  6d.  stamp  on  proxies  or  voting  papers, 
r.)  That  the  fees  should  be  reduced. 
(.)  That  Trustees  should  be  allowed  to  pav  money  into 

'*  Bankruptcy  Estates  Account  *'  at  the  Bank  of 
;land.  Head  Office,  and  that  facilities  should  be  given 
payments  to  foranches. 


(/.)  That  the  Board  of  Trade  Finance  Department 
sliould  keep  a  Pass  Book  for  each  eptato. 

(m.)  Tljat  furthor  faoilitios  shonM  be  given  for  opening 
accounts  at  local  banks. 

{v.)  That  cheques  on  the  Bankruptcy  Estates  Account 
issuc<l  by  the  Board  of  Trade,  should  be  available  for  six 
months. 

{ir.)  The  tax  collectors  should  be  instructed  as  to  the 
claiuis  they  arc  entitled  to  make  against  bankrupts' 
estates. 

(jr.)  That  facilities  should  be  given  to  Trustees  to  dis- 
claim onerous  property  during  the  long  vacation.  This  is 
suegestcd  in  consequence  of  difliculties  having  arisen  on 
this  point. 

PRRDk.  WiriNNEY,  Prcsi,hmL 
W.  W.  DKLOITTE,  Vice- r resident. 
W.  a.  HOWGRAVE,  Secretary. 
London,  21st  February,  1B85. 
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SUBJECTS  FOR  PRELIMINARY  EXAMINATION,  2nd,  3rd  and  4th  June,  1885. 


u^.,»«  ^^  e^^^t^^*i^^       fist  and  2nd  Days— 10  to  12—2  to 
Hours  of  Examination:- J 3^  Day-10  to  12-2  to  4. 


4-^4.30  to  6. 


1. — Writing  from  dictation. 

2. — Writing  a  short  Enpjlish  composition. 

3, — Arithmetic. 

4. — Algebra,  to  Quadratic  Pjquations  (inclusive). 


5. — Euclid  (the  first  four  bodes). 

6. — Geography — ^The  British  Isles,  and  Fnn.e. 

7.— History  of  England— 1135— 1327. 

8. — ^Latin  Elementary. 


9. — And  in  any  two  of  the  following  subjects,  one  of  which,  at  least,  must  be  a  language,  to  be  selected  r 
Candidate  : — (1)  Latin  ;  (2)  Greek,  Ancient ;  (3)  French ;  (4)  German ;  (5)  Ph3r8ics  ;  (6)  Chemistry ;  (7)  Animal  Ph?^ .. : 
(8)  Electricity,  Magnetism,  Light  and  Heat ;  (9)  Geolo^  ;  (10)  Higher  Mathematios. 

The   following    Books    have   been  selected  for  the  Examination  of  Candidates  in  the  optic 
subjects  of  the  Preliminary  Examination,  to  be  held  in  June,  1885:— 


1. — Latin.    Csosar,  Bell.  Gall.  I.,  II. 

2.— Greek.    Homer.  Od.  IX. 
•3. — French.    No  special  book. 
•4. — German.    No  special  book 

6. — Physics.    The  elements  oi  Mechanics, 
Hydrostatics,  and  Pneumatics. 

10. — Higher  Mathematics.    Algebra,  Trigonometry  and  the  first  six  books  of  Euclid,  or  the  subjects  tiiereai 


6. — Chemistry.    The  principal  elements  snd  .: 

more  important  inorganic  compocndi. 
7. — Animal  Physiology. 
8. — Electricity,  Magnetism,  Light  and  Hioi. 
9. — Geology. 


*  The  examination  in  French  and  German  will  consist  of  the  translation  of  easy  passages  from  those  languid- 
English,  questions  in  Grammar,  and  translation  of  single  sentences  from  English  into  French  orGeixnam 

INTERMEDIATE  EXAMINATION,  9th  and  10th  June,  1885. 
FINAL    EXAMINATION,    AND    EXAMINATION    EQUIVALENT   TO  !S 
FINAL,  16th,  17th  and  18th  June,  1885. 


SUBJECTS  FOR 


Subjects  for 
Intermediate 
Examination. 


Hours  of  Examination :— 11  to  1—2.80  to  4.30. 

1.  Book-keeping  and  Accounts. 

2.  Auditing. 
The  adjustment  of  Partnership  and  Executorship  Accounts. 
The  rights  and  duties  of  Liquidators,  Trustees  and  Beoeivers. 
The  principles  of  the  law  of  Bankruptcy. 
The  principles  of  the  law  relating  to  Joint  Stock  Companies. 
The  principles  of  Mercantile  Law. 

8.    The  principles  of  the  law  of  Arbitrations  and  Awards. 


3. 
4. 
6. 
6. 
7. 


Pi*: 


] 


The  following  Books  on  the  subjects  of  the  Intermediate  and  Final  Examinations  are  lecommended  to  Sl^ 

Pollock's  Digest  of  the  Law  of  Partnership,  Third  Edition,  (Stevens  &  Sons,  8/6). 

Ringwood  on  the  Principles  of  Bankruptcy,  Third  Edition,  (Stevens  &  Haynes  10/6). 
J  Buckley  on  the  Companies*  Acts,  Fourth  Edition,  (Stevens  &  Haynes,  32/-,  or 
I   Hurrell  and  Hyde  on  the  Law  of  Joint  Stock  Companies,  Clowes  &  Sons,  17/6). 

Slater  on  the  Principles  of  Mercantile  Law,  (Gee  &  Co.,)  7/6. 

Slater's  Epitome  of  the  Law  of  Arbitration  and  Awards,  (Gee  &  Co.,)  7/6. 

Walker's  Compendium  of  the  Law  of  Executors  and  Admmistrators,  (Stevens  &  Haynes,  21,''-). 
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STUDENTS     SOCIETIES. 


do  not  think  there  is  any  more  pleasing  feature  in 
::tion  with  the  various  students*  societies  which  have 
stablished,  than  the  prompt  and  cordial  manner  in 
principals  have  come  forward,  and,  with  their  time 
heir  advice,  helped  forward  a  movement  which 
mrely  educate  and  improve  their  clerks,  and  thereby 
:;tly  benefit  themselves.  We  notice,  with  pleasureablo 
$t,  that  at  the  instignation  of  Mr.  Walter  Newton 
R,  F.C.A.,  the  President  of  the  Birmingham  Students' 
y — to  whom  this  society  owes  so  much — Birmingham 
its  are  endeavouring  to  arrange  for  meetings  of  a  con- 


versational kind,  at  which,  it  is  hoped,  the  "  flow  of  reason  ** 
and  of  talk,  at  least  amongst  the  students  themselves,  majr 
bo  more  free  and  unrestrained,  than  would  be  the  case  at 
meetings  where  »ct  lectures  are  given.  In  common  with  all 
other  efforts  directed  to  maintain  and  to  extend  the  useful- 
ness of  students'  societies,  we  wish  this  form  of  meeting 
every  success,  and  we  cannot  too  strongly  express  the  wish 
that  the  students  of  Birmingham  will  CDme  forward  and 
assist  in  such  matters  which  are  solely  intended  for  their 
benefit.  The  same  experiment  has  been  tried  at  Manches- 
ter, and  we  believe  has  been  successful. 

We  hear  that  the  friends  of  the  Birmingham  Society, 
available  for  lectures,  have  been  practically  exhausted  for 
the  present,  and  there  is  accordingly  a  scarcity  of  lectures. 
Is  that  really  so  ?  Have  the  Birmingham  Students*  Society 
contributed  their  quota  to  the  question  of  Depreciation  ? 
Have  they  given  their  views  on  the  best  form  of  aooounts 
for  collieries  and  for  other  businesses  more  peculiar  to 
Birmingham?  They  had,  some  time  ago,  a  lecture  on 
"Interest,"  by  Mr.  Howabd  Smith — a  lecture  which  we 
unhesitatingly  place  in  the  first  rank  of  such  productions. 
Mr.  Smith  promised  a  second  lecture,  and  this  is  eagerly 
looked  forward  to  by  the  Manchester,  as  well,  we  believe,  as 
the  other  students'  societies. 

Are  there  any  Building  Societies  in  Birmingham,  and  do 
they  possess  any  special  features  in  their  method  of  computing 
interest,  or  their  accounts  ?  (Liverpool  by  the  way,  ought 
to  give  an  account  of  its  Building  Societies  which  are  on  a 
totally  different  basis  we  understand  to  those  of  Lancashire 
generally). 

We  believe  Manchester  Students  not  only  call  on  their 
own  principals,  but  press  into  their  service  such  as  solicitors, 
stock  and  share  brokers,  bankers,  and  others.  Indeed  one 
member  of  the  committee  there  told  us  a  short  time  ago, 
that  he  means  to  propose  to  have  a  lecture  or  two  on  cotton 
spinning  and  weaving,  by  actual  operative  foremen,  or  mill 
managers,  and  then  follow  up  with  two  or  three  discussions 
on — say,  Depreciation  of  l^lachinery  and  Plant,  and  such 
matters  as  the  separating  of  charges  for  profit  and  loss  where 
more  than  one  business  is  carried  on  by  the  same  fim^-to 
departmentalise  the- accounts  in  fact  (as  for,  say,  spinning 
and  weaving).    Cannot  Birmingham  do    the   same   with 
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regard  to  the  manufacturers  of  that  town  ?  and  not  only 
Birmingliam  but  ShefhelJ»  Newcastle,  Liverpool,  Notting- 
ham, Bristol,  and  others.  The  accountants  of  the  future 
must  be  men  able  to  direct  the  conduct  of  manufacturing 
and  financial  concerns,  and  to  give  their  advice  thereon. 
There  can  be  no  ability  to  do  this  without  a  fair  knowledge 
of  the  process  of  manufacture  and  finance.  Students  will  do 
well  to  bear  this  in  mind  and  not  go  to  sleep  when  they 
become  qualified  to  write  "  A.C.A."  after  their  name.  Their 
studies  then  begin  not  end. 


TRADING  ACCOUNTS. 


BREWERS. — (Continnod.) 

In  this  article  we  shall  endeavour  to  give  some  hints 
about  the  important  operation  of  stock-taking,  and  similar 
matters  in  connection.  When  the  time  comes  for  making 
out  a  Profit  and  Loss  Account,  and  a  Balance  Sheet,  there 
is  no  more  important  part  of  that  work  than  the  stock-taking, 
for  upon  the  correctness  of  that  depends  whether  or  not  the 
accounts  that  are  based  upon  it  are  to  be  useful  or 
misohievoas,  helpful  or  misleading.  On  the  day  chosen, 
which  in  the  specimen  books  we  have  assumed  to  be  June 
30th,  all  stock  of  different  materials  should  be  carefully 
measured,  weighed,  or  counted  as  the  case  may  be,  and 
entered  upon  sheets,  or  in  a  book  with  a  clear  description 
of  each  article.  And  there  are  some  things  that  must  be 
left  out  of  a  stock-taking,  just  as  carefully  as  the  proper 
things  must  bo  put  in.  We  refer  to  anything  that  represents 
capital  expenditure,  and  is  therefore  entered  to  a  special 
account  in  the  ledger  ;  such  a.)  Plant,  Buildings,  and  so  on. 
The  reason  for  this  is  obvious,  and  it  will,  perhaps,  help  in 
settling  the  question  as  to  whether  or  not  any  particular 
piece  of  property  is  to  be  put  down  on  the  Stock  Sheet  or 
not,  if  it  is  always  remembered  that  the  object  of  taking 
stock  is  simply  to  ensure  that  in  making  out  a  Balance 
Sheet  no  property  shall  be  omitted,  and  if  anything  has  been 
charged  to  one  of  the  accounts  just  referred  to,  wo  know  it 
is  taken  as  an  asset  amongst  other  property,  as  the  accounts 
containing  items  of  capital  expenditure  are  not  ruled  of!  to 
Profit  and  Loss,  but  left  in  the  books  subject  only  to  a 
charge  tor  depreciation. 

From  the  nature  of  things  it  would  not  be  possible,  even 
if  it  were  desirable,  to  make  a  detailed  valuation  every  half 
year  of  such  an  asset  as  Buildings,  and  it  would  be  scarcely 
more  practicable  to  take  stock  of  Plant  and  Utensils.  The 
depreciation  on  this  kind  of  property  is  taken  into  account 
from  time  to  time  by  charging  to  Profit  and  Loss  every  year 
or  half  year  a  certain  percentage  of  the  cost,  and  then 
reducing  the  value  of  the  asset  to  the  same  extent  according 
to  the  method  shown  in  the  Ledger  Account  headed  '*  Plant 
and  Utensils,"  given  at  the  end  of  our  last  article. 

But  there  is  another  kind  of  property  which  it  might  be 
possible  to  value  as  often  as  required,  and  so  arrive  as  nearly 
as  possible  at  the  actual  depreciation  instead  of  assuming 
one  of  so  much  per  cent,  per  annum.  The  property  in 
Horses,  Drays,  and  Casks,  is  of  this  nature,  and  it  is  desirable 
to  include  all  such  property  in  a  stock-taking,  separate  and 
apart  from  the  one  which  has  to  be  placed  to  the  credit  of 
Profit  and  Loss.  When  this  has  bceii  done  and  the  actual 
valifD  of  "  Horses,"  "  Drays,"  and  **  Casks  "  respectively 
has  been  ascertained,  the  ledger  must  be  referred  to  for  the 
amount  standing  to  the  debit  of  the  accounts  under  those 
heads,  and  the  difference  between  the  amount  shown  in  the 
ledger  and  the  estimated  \alue  according  to  stock-taking  is 


the  amount  that  has  to  be  written  off  for  depr:/.: 
the  mode  of  so  writing  it  of!  is  just  the  same  as  if  t  y. 
had  been  taken.     If  this  metho<l    of  ^TilQatkn .« 
there  must,  of  course,  be  some  regular  system -f  ► 
all  the  property  according  to  its  age  and  ror]:t: : 
it  happens,  as  it  may  under  some  circiim?'*    > 
satisfactory  scale  of  values  can  be  hit  upun. :.» 
of  estimating   the  depreciation  at  a  perctn:.*  -. 
fallen  back  upon. 

The  valuation  of  stock  should  not  as  a  rule  ex.>  \  • 
price,  nor  should  it  exceed  the  market  pri^e  if: 
therefore,  upon  taking  stock,  it  appears  that  tK-. ;: 
class  of  goods  has  gone  down  in  the  market  >>: 
of  the  stock  was  bought  the  proper  way  is  u- • 
market  price  ;  but  if,  on  the  other  hand,  the  l 
has  gone  up  and  is  above  the  cost  price,  then  i :  v 
price  shoula  be  taken.    This  is  a  rule  which  ^v-.  t 
commend  itself  to  all  our  readers  as  leadmgnct  r 
safest  way  of  valuing  but  also  to  the  fairest  ^r  • 
is  open  to  some  modification,  when  a  stock- tii>  . 
the  basis  of  a  transfer  of  the  business.    This  •: 
not  be  applicable  to  the  valuation  of  beer  ani  < 
would  be  a  great  Tnistake    to  put  these  down  a:  - 
price,  as  that  would  be  equivalent  to  taking  crK" 
that  has  not  been  earned  and  would  not  h^/*  •  •  - 
beer  is  sold,  perhaps  we  might  even  say  s<.«M  ai.    - 

When  the  stock  has  been  duly  taken  down  .. 
extended,  added  up  and  checked,  it  shouM  r-^  .r 
neatly  copied  out  into  a  book  to  be  kept  for  th'  v 
the   case  of  limited  companies,  and  of  large  cr!.: ' 
the  principal  is  not  personally  concerned  in  tli.  - 
the  fair  copy  in  the  stock  book  should  alway>  Ik  ; 
a  responsible  man.  or  by  more  than  one  if  '  • 
order  to  embrace  all  the  departments. 

W^o  have  already  explained  in  a  previous  arj 
stock  at   any  public  house  that  maybe  c&rnei  • 
brewer  is  to  be  dealt  with,  and  need  hardly  ^i'^ 
when  it  had  been  so  dealt  with  it  is  not  to  i^e  y 
general    stock.      It  is  the  custom  with  some  ' 
making  up  a  Profit  and  Loss  account,  to  apno: 
to  the  various  parts  of  that  account  instead  o! : 
down  together  in  one  aggregate  sum.    For  r  -' 
stock  of  hops  would  be  deducted  from  the  c>' 
shown  in  the  ledger,  and  the  balance  only  wv-  ■ 
against  profit  and  loss.    In  theory  this  i.s.  pe-i-J^ 
correct  way,  and  there  is  no  bookkeeping  i 
except,  perhaps,  that  it  involves  more  laboart:^' 
plan,  but  in    practice  it    is    not    found  cout- 
not  generally  adopted. 

At  the  end  of  this  article  we  give  a  form  f  ' 
for  use  in  connection  with  public  housw  leit  i. 
manager.     It  comprises,  first  of  all,  a  cash  v 
tain  the  daily  receipts  on  one  side,  and  on  - 
payments  during  the  week,  including;,  of  c-jcr.-^. » 
remitted    to  the  brewery.     The    balance  shcu.:: 
remitted  and  should  never  be  alio  we  i  to  be  c^- 
This  part  of  the  return  should  be  carefully  eu 
the  vouchers  and  with  the  cash  book  to  ba  »-. 
public  house.    There  is  also  a  form  for  pari-c-  ■ 
in  hand,  and  another  form  to  contain  a  list  of  ;• 
and   there  is  finally  a  form  of  statement  tlris- 
show  the  gross  profits  during  the  week.    The  i" 
appears   to    us    very    necessary'    and   inipcrt.: 
practically  the  only  way  in  which  the  cash  t*  - 
checked,   and  it  does  not  need  any  long  arenr:' 
that  from  the  mode  in  which  the  business  of  » ; 
carried  on,  nothing  would  bo  easier  than  fo'  •» 
servant  to  appropriate  large  amounts  to  hU  >-^'' 
by   means   of    this  statement  the  cost  price 
consumption  of  liquor  can  be   set  against  a  *■'* 
and    any    important    deficiency    thereby   •-  • 
information    thus    obtained    will  also  be  u«-' 
I  whether  the  house  is  making  a  gross  profit  sl^a 
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pay    its    way    and  leave  a  fair  return  for  the  Capital 
iployed  in  working  it. 


CROWN  BREWERY   COMPANY. 


WEEKLY  RimnN, 


Saturday. . 

/.s 

C'aah  Takings. 

riiymeniH. 

lUte.          Amount     Date. 

what  lor. 

ulay ,        "     1     1 

1 

nday    '             j     ■ 

\s(lay   • 

duos  lay .. 

1 

arbday ', 

i 

1            ! 

day ■ 

i 

t 

arday |l 

1 

■|    .  1 

al  receipts! 

1 

1    "   ■. 
Total  Paymenli.. 

Tolul. 


RTicuLABS  OF  Stock  in  hand  at  the 


on  Saturday IS. 


Ale  and  Stout. 


Wines  and  Spirits. 


Quality. 


Quantity. 


•Quantity 


No.  ;Mo.  No.  No.  No.  '    Description.     oUv  ,^°-   ^'*' 
of  I  of     of     of     of  *^  v^">-:  of  .  of 


Bot  ;Hds  Bis.  Kils  Fir. 


Bot.  Cka 


Ale.. 

C.      do.  .. 

ex.  do.  . . 

i.       do.  .. 

>.B.  do  .. 

i.  ^tout  .. 

J.         ilo.  .  . 


.  .1 


i     I 


RTicuLARS  of  further  stock  required  at  the, 


Statement  of  consuviption  at  the 

Duriiuj  the  wed:  ending  Saturday 18. 


Inviii.**  i»!ii'ps 
of  KOK"k  in  hiin<l 
lit  iljH  ht^innii.t; 
'  £  t'l'-  ^  ^*  c  .1- 
P'T  lil-^!  >■■'!«*- 
liU'lit     

Invt»it('  jiri<*o 
of  stfK'k  rc*eei.<''l 
th^s    wiM'k,   viz.: 

X.  A'.'.. 

XA.  .1.'.   . 

\.\A.      (I.«.  . 

V.U.  tlo... 

H.p.H.     a.... 

S. -i.    St  •»!! 

\K<.  a.) 

^Vin^•s 

S^ii  i  s 

Tot:'.!.. 


Ale  and  Stout. 


Wines  and  Spirits. 


Qna'ity. 


Ale. . . . 

C.         do 

C.X.    do 

J.  do 

\B.     do 

,.  Sioiit 

).  do.    ...<.. 


Quuniity. 


;",•  iT.-    oi-  rot     ot       D-riP^ion-   •  Qlty-  ^"i 


i^nantiiy 
No.   No. 


Bot'HdsBl8.,Kil&  Fir. 


of 
Bot.  Ck.s 


!  \mnt 

1    . 

1: 

1 
1 

1 

1 

1 

rolal. 

1 

Invoice    privies 

'if  «5*iMk  oil  hand 

.i*  il.uc,  %i'..  :     . . 

•;                A'v   . 

A.:..        'I" 

1M».           .lo... 

n.p.H.     tio... 

S.S.    stout.... 

n.s.     ,io 

I>;il:inr  '   hoinp 

1  1 

Anioiiiit           i.f 

<'0<'k      l-oMsMlll'vl 

•  In.  iii^j  fli  •  \\«'  '\i. 
Al  iiivoicr  piifi-H. 

Amnt     Total. 


Tt»tal, 


Amount  of  v'ash  Tol  in^^  a*;  por  Cv.^.h  Account. 


Coiuuiii'Jvian.  of  s'Ov'k  (linii!'4  tn  »  woc-k  as  abovo  at  Invoice 

P'  i^'  •**  • 

DIffertiice  being  Crobs  PiO*:t  for  the  week 


:.;i 


I crrti/i/  the  above  Ucturn  to  be  correct  atid  enclose  voucJiet* 
for  the  cash  jHiymcntR. 

Manager. 

Date IS. . . . 


At  the  end  of  this  article  will  be  found  a  form  of  Profit 
and  Loss  Account.  We  luivo  drawn  it  up  vsith  an  inner 
column  on  each  side  in  order  to  show  the  connection  of 
each  itom  with  tlic  journal  entries,  but  in  practice  that 
column  is  generally  dispensed  with.  The  Profit  and  Loss 
Account  IS  sometimes  divided  into  two  or  three  parts  by 
ruling  of!  the  account  at  a  certain  point,  and  bringing  down 
the  balance  before  continuing.  By  this  means  the  account 
may  he  made  to  show,  fii^t  of  all  the  gross  profit  on  the 
mere  buying  and  scllinfj,  then  the  gross  profit  after  deduct- 
ing all  general  charges,  snch  as  rent  and  office  expenses, 
and  finally  the  net  profit  after  further  conducting  deprecia- 
tion and  interest  on  capital,  though  the  two  last  divisions 
are  perhaps  more  frequently  and  usefully  thrown  into  one  ; 
aud  we  have  seen  Profit  and  TiOr^s  Accounts  made  out  so  as 
to  contain  the  i^ems  of  what  we  have  mentioned  as  the 
second  division  before  bringing  down  the  first  balance. 
These  are  for  the  most  part  matters  to  be  regulated  accord- 
ing to  the  circumstances  of  each  particular  brewer,  and  we 
think  on  the  whole  it  will  be  found  convenient  in  most  cases 
to  continue  the  account  right  to  the  end  before  bringmg 
down  a  balance,  which  would  then  represent  the  amount  of 
net  profit. 

Some  attention  sho;)ld  he  paid  to  arranging  the  items  on 
each  side  of  a  Profit  and  Loss  Account  in  the  most  suitable 
order,  and  the  same  orilor  should  he  observed  in  each 
periodical  account  so  that  a  comparison  between  two  or 
more  may  be  rendered  as  easy  as  posible.  It  will  be  a  little 
help  in  connection  with  the  work  of  book-keeping  if  the 
corresponding  ledger  acco.mts  and  also  the  columns  in  the 
.Abstract  Book  are  arranj^.U  in  exactly  the  same  order  as 
the  items  in  the  Profit  and  Loss  Account. 

It  is  very  important  to  have  the  fullest  information  in  the 
books,  and  though  the  particulars  of  how  every  amount  is 
arrived  at  cannot  be  always  put  instead  of  totals,  and  indeed 
it  is  not  desirable  they  should  be,  it  should  always  be  pos- 
sible to  find  out  all  details  after  the  lapse  of  any  length 
of  time  by  simplj  tracing  each  item  back  to  the  original 
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book  of  entry,  where  we  ought  either  to  find  them  fully 
written  out,  or  if  they  have  been  too  numerous  for  that, 
ought  to  find  a  reference  to  some  document  or  sot  of  docu- 
ments where  we  shall  ultimately  get  what  we  want.  To 
take  for  instance  the  debit  to  Profit  and  Loss  in  our  illustra- 
tion, of  £917  12s.  Id.,  for  malt,  by  referring  first  of  all  to 
the  journal  folio  given,  then  to  the  Ledger  Account  on  the 
folio  we  shall  find  against  the  item  in  the  journal,  and  then 
further  back  still,  guided  by  the  references  in  each  book  till 
we  reach  the  invoices  ;  we  ought  in  a  set  of  bsoks  well  and 
carefully  kept  to  be  able  to  make  out  if  required  a  list  of 
items,  which  after  deducting  any  returns  or  other  contras 
would  add  up  to  the  amount  mentioned  above,  and  could  be 
vouched  line  by  line  at  any  time  and  by  any  person  on 
referring  to  the  invoices.  The  necessity  for  this  is  most 
conspicuous  in  connection  with  capital  expenditure,  the 
accounts  of  which  are  naturally  kept  in  the  ledger,  in  as  few 
items  as  possible.  Some  of  our  readers,  no  doubt,  have 
been  required  to  investigate  accounts  to  find  out  how 
far  the  actual  state  of  affairs  was  represented  by  some 
particular  balance  sheet,  and  when  enquiring  into  the 
correctness  of  an  amount  taken  credit  for  as  an  asset, 
— say  **  amount  expended  upon  new  plant," — they  have  run 
against  an  auditorial  brick  wall  in  the  shape  of  the  word 
"sundries,"  without  any  reference  except  perhaps  to 
another  book  with  the  same  want  of  information.  Any  who 
have  had  this  experience  will  we  are  sure  fully  bear  out  the 
remarks  just  made,  and  will  no  doubt  further  agree  with 
us  when  we  say  that  the  need  for  insisting  upon  this  clear- 
ness and  for  calling  attention  to  the  want  of  it  is  by  no 
means,  even  speaking  generally,  an  imaginary  one. 

It  is  a  good  plan,  and  one  we  recommend  to  all  brewers,  to 
have  a  book  kept  specially  to  contain  details  of  all  capital 
expenditure  in  connection  with  which  a  detailed  and  new 
valuation  is  not  made  every  half-year.  It  is  not  necessary 
that  this  book  should  be  written  up  oftener  than  once  a 
year  or  half  year,  or  whenever  a  balance  sheet  is  made  out, 
and  it  should  'contain  all  information  as  to  each  amount 
charged,  that  is  to  say  the  date,  name  of  person  to  whom 
the  money  is  paid,  what  the  article  is,  and  in  what  part  of 
the  plant  or  building  it  has  been  used,  and  in  fact  every 
particular  in  connection  with  the  expenditure  necessary  to 
enable  a  perfect  stranger  to  tell  as  far  as  possible  from 
internal  evidence  on  looking  over  the  list  that  all  the 
charges  have  been  boTia  fide  ones,  and  proper  to  be  made 
aj^ainst  capital.  We  have  seen  this  system  adopted  with 
very  useful  results,  as,  if  it  serves  no  other  purpose,  it  ensures 
a  critical  examination  of  all  the  capital  expenditure,  and  often 
leads  to  amounts  being  struck  out  which  at  first  were  thought 


•  * 


to  be  fairly  chargeable  against  capital,  bat  which  it-tii 
sequent  examination  or  further  consideration  it  ii  -j 
to  provide  for  out  of  revenue.  It  is  by  no  means  ^^  ii 
it  might  appear  to  some  people  always  to  a(?re«  t^t? 
any  particular  case  where  the  line  should  be  drawn  -ti 
capital  and  revenue,  and  that  is  why  we  ate  sc  pir  i 
msisting  upon  the  necessity  for  the  falle»:  :rf  t 
being  available  so  that  every  opportunity  mar  t>?  : 
re-consideration.  If  a  balance  sheet  contains  am  :. 
assets  amounts  which  ought  to  have  been  chargei.. 
and  Loss  it  is  to  that  extent  misleading,  and  bj  c 
the  partners  as  to  their  real  position  is  not  unli£€  j : 
to  disaster. 

It  is  in  the  Profit  and  Loss  Account  that  the  a^rv.- 
a  system  of  double-entry  book-keeping  is  seen,  a<  i 
account  could  be  made  out  with  the  books  kep*  - 
single  entry  principle.     With  that  system  in  cv  / 
way  of  arriving  at  the  result  of  trading  during  an;.  '■ 
by  comparing  the  amount  of  capital  at  the  K^^.u 
end  of  such  period,  and  the  increase  or  dccre&v 
capital  is  the  amount  of  profit  or  loss.     Whil«:.  t. . 
with  double  entry  it  is  possible  to  look  well  into  a. 
of  the  Profit  and  Loss  Account,  and  to  contiia  :' 
otherwise,  and  in  case  of  an  unex:pected  result  ^-o^x 
the  accounts,  to  find  out  in  what  part  of  the  trL'.> 
the  discrepancy  is,  and  perhaps  remedy  it  in  n: 
such  investigation  is  possible  with  single  entir  - 
the  transactions  are  carefully  gone  through,  ar^daLi. 
such  a  way  as  practically  to  amount  to  re-coni<tn:v' 
books  upon  the  double  entry  plan.     This  result  v-: 
to  think  it  is  well  worth  the  while  even  of  the  h\is:e>i 
obtain  at  the  small  additional  cost  of  time  and  tr 
perhaps  expense,  involved  in  keeping  his  bock5  b- 
entry,  especially  when  to  these  advantages  is  a-V.' 
others,  notably  that  of  being   able    to    test   the 
accuracy  of  the  accounts  by  means  of  a  balance.    ' 
mentioned  advantage  is  sometimes  obtained  bv  i\\ 
referred  to  in  the  early  part  of  this  series  of  a^lclr^. '. 
the  adoption  of  one  single  nominal  account  to  r«ce:> 
items  of  Profit  and  Loss  without    classification, 
plan  would  be  no  use  in  helping  to  show  exactif  ^ 
business  was  going  wrong,  unless,   as  we  have'sii: 
when  referring  to  single  entry,  the  account  is  acal^- 
to  go  beyond  the  original  intention,  and  come  inilit 
the  system  we  are  recommending. 

In  our  next  article  we  shall  give  a  form  of  Ba34:i> 
and  bring  this  part  of  our  subject  to  a  cl«e  r 
remarks  in  connection  with,  and  suggested  bj. :  •» 
ment.  '      r 


PROFIT  AND  LOSS. 


June 


SO    To  Stock  on  hand  at  Jan.  Ist,  1884.  .51 

"Malt 1917  12  1 

"        "S^P'n A-V 61118  11 

M       „  Miscellaueoas  Parohaaes „    57  18  4 

>f       „  Carriage  and  Cartage    „    89  14  6 

It       fi  Rent,     Rates,      Taxes      and 

Insurance   „  887    4  6 

It       If  Wages  and  Salaries    „  617  18  9 

II       I.  Repairs    „    43    e  a 

II       „  Discount „     7    4  8 

II       II  Sundries   and    OenenJ   Office 

Expenses „    88    2  9 

n      >f  Interest  on  Capital l 

I,       „  Depreciation,  vir :—  

Plant  and  UtensilB 1    50   0  0 

g*«S 40    0  0 

Buildings  „  100    0  0 

Horses „    50   0  0 

I>tays „    50   0  0 

„      „  Balance  carried  down  


1884. 

June  80    To  Transfer  to  Capital  Aoooant  . .     1 


£ 
869 


s. 
10 


d. 
9 


2,614  16 
100    0 


9 
0 


290    0 
19 


0 
9 


1884. 
June  80 


»i 


It 


®y°*'®"     1    fMW0  19     « 

„   Interest ^       50  0   • 

„  Stock  on  hand  at  date a  ' 


ft 


1884. 

June  80   By  Balance  being  profit 


as 
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PROFIT  SHARING  BETWEEN  EMPLOYERS  AND 

EMPLOYED. 


By  Mr.  Howabd  S.  Smith,  F.C.A.,  F.S.S.,  F.F.A. 


Vn  ordinary  meeting  of  this  society  was  held  in  Birming- 
m,  on  Thursday,  26th  February.  The  President  Mr.  C. 
Harbison,  F.C.A.,  occupied  the  chair,  and  Mr.  Howard 
Smith,  read  the  following  paper  on  »*  Profit  Sharing 
iween  Employers  and  Employed." 

»Ve  are  so  accustomed  to  hear  of  disputes  between  the 
•resentatives  of  capital  and  labour  that  we  are  apt  to 
k  upon  them  as  natural  incidents  in  the  course  of  trade, 
is  difficult  to  trace  back  to  their  very  beginnings  those 
)osing  organisations  called  Trades  Unions  and  Masters' 
fence  Associations.  I  read  in  Chambers'  Encyclopoedia 
it  they  have  been  in  existence  more  than  three  hundred 
i,rs,  and  that  they  have  been  legalised  about  sixty, 
rtainly,  from  the  earliest  days  when  any  of  us  became 
crvers  of  trade  and  especially  of  manufacturing  in- 
;tries,  we  have  heard  often  of  workpeople  discontented 
>h  wages,  of  employers  dissatisfied  with  work,  and  of 
itlicts  injurious  to  the  interests  of  both.  Each  party  has 
anised  itself  for  its  own  separate  advantage ;  there  has 
;n  wanting  a  combined  effort  of  employers  and  employed 
overcoming  common  difficulties  and  promoting  common 
orests. 

klany  plans  have  been  devised  for  putting  an  end  to  this 
tc  of  things.  Especially  during  recent  years  have 
oDipts  been  made  to  reconcile  the  men  with  their  em- 
yers  by  making  them  realise  that  they  have  interests  in 
inion.  The  great  advantage  of  establishing  a  community 
interests,  and  of  removing  the  causes  of  trade  disputes, 
becoming  more  and  more  felt.  It  may  soon  be  a  question 
practical  administration  in  many  industrial  concerns, 
I  accountants  sAay  do  well  to  prepare  themselves  for 
ing  their  part  in  the  discussion  and  adjustment  of  claims 
profit.  We  see  the  masters  beset  with  difficulties, 
3pled  by  competition,  driven  to  reduce  the  cost  of  produc- 
1,  and  therefore  casting  about  for  means  of  arresting  the 
ite  of  materials,  and  waste  of  time  and  skill,  but  shriiScing 
n  disastrous  struggles  with  their  men.  Now  who  can 
3  them  such  help  in  these  difficulties  as  the  men  them- 
-Gs  ?  and  what  more  likely  way  of  getting  the  men's  help 
making  profits  than  to  guarantee  them  a  share  in  any 
fits  that  may  be  made. 

'he  first  recorded  trial  of  sharing  profits  with  work- 
a  was  made  in  Paris  in  1B42  by  a  working  house 
ater  named  Leclaire.  His  system  of  participation 
not  cease  'with  his  life ;  during  the  first  forty  years 
its  working,  no  less  a  sum  than  £133,000  sterling 
(  paid  out  of  profits,  either  to  the  workmen  direct, 
)0  a  mutual  aid  society  for  their  benefit ;  and  the  year's 
tiover  of  the  Ikfaison  Leclaire  had  risen  in  1882  to 
yards  of  £125,000.  In  France  and  Switzerland  there  are 
»',  I  believe,  many  manufacturing  houses  where  some 
tulated  portions  of  profits  are  regularly  allotted  to  the 
k  people. 

n  early,  and  by  far  the  most  noteworthv,  instance  of 
rotit  sharing  "  in  England  was  that  introduced  in  18G7  by 
55r«5.  Biggs  at  their  Whitwood  Collieries.    In  an  address  or 


prospectus  annoimcing  their  intention  they  stated  inter  alia 
that  "  whenever  the  divisible  profits  accruing  from  the  busi- 
ness (after  the  usual  reservations  for  redemption,  &c.)  sliall 
exceed  ten  per  cent,  upon  the  capital  embarked,  all  those 
employed,  whether  as  managers,  &c.  ,  .  .  or  workpeople 
shall  receive  one-half  such  excess  profit,  as  a  bonus  in 
proportion  to  .  .  .  their  respective  earnings  durinp^  tlie 
year  in  which  such  profits  shall  have  accrued."  Of  the 
success  of  the  scheme  from  1867  to  1872,  of  the  difficulties 
that  then  arose,  and  of  the  ultimate  collapse  in  1875  you  will 
find  a  most  interesting  report  in  Mr.  Sedley  Taylor's 
'*  Pro^i^  Sharing,'*  the  book  from  which  much  of  this  in- 
formation is  derived,  and  which  I  most  strongly  recommend 
to  your  attention.  I  will  only  say  further  of  the  Whitwood 
Collieries,  that  when  the  infiation  of  prices  came,  a  modifica- 
tion of  the  scheme  was  made  in  favour  of  tlie  owners  of 
the  colliery ;  they  took  a  higher  rate  of  interest  than  10  per 
cent,  before  allowing  participation.  This  modification  was 
within  their  rights,  according  to  their  original  announce- 
ment, but  it  was  not  forseen  by  the  men,  and  gave  rise  to,  or 
rather  aggravated,  feelings  of  distrust  towards  the  masters. 
It  also  furnished  a  new  weapon  to  outsiders  who  attacked 
the  scheme,  fearing  that  it  would  draw  the  men  away  from 
their  trades'  union. 

A  more  recent  instance  of  so-called  "  Profit-sharing " 
was  described  very  clearly  in  a  paper  read  by  ^Ir.  Samuel 
Timmins  at  the  Social  Science  Congress,  in  this  town,  a  few 
months  ago.  It  is  a  scheme  adopted  by  one  of  our  largest 
and  most  enterprising  manufacturing  firms,  who  are,  no 
doubt,  worthy  of  honour  as  having  generously  devised  it 
with  the  desire  of  benefitting  the  employed.  But  it  can- 
not be  said  to  fulfil  the  idea,  embodied  in  the  word  "  Profit- 
sharing,"  of  giving  the  employed,  as  a  body,  a  share  in  the 
profits  previously  reserved  for  the  employers.  This  scheme 
may  be  divided  into  two  parts.  The  first  part  apportions 
in  an  ingenious  way  the  wages  of  the  men  employed 
on  a  given  pie^e  of  work ;  it  is  a  happy  compromise 
between  paying  by  piece  and  paying  by  time.  If  a  large 
machine  is  to  be  made,  the  total  sum  to  be  paid  for  labour 
upon  it  is  fixed  beforehand :  then  all  the  hands  engaged  in 
its  construction  are  paid  first  upon  a  time  scale.  When  the 
article  is  completed,  the  aggreggate  wages  so  paid  are 
ascertained,  and  if  this  aggregate  sum  of  wages  by  time  be 
less  than  the  total  sum  fixed  beforehand,  the  difierenco  or 
surplus  is  divided  ratably  among  the  persons  who  have 
been  employed  on  this  piece  of  work.  It  is  not  difficult  to 
believe  that  with  the  inducements  offered,  there^will  very 
generally  be  a  surplus  for  division.  The  men  have  an 
interest  in  wasting  no  time,  and  in  influencing  each  other  to 
waste  no  time.  If  on  the  whole  the  work  is  done  in  seven- 
eighths  of  the  time  it  would  be  estimated  to  occupy  under 
other  conditions,  there  is  a  clear  gain  to  them  of  one-cigb  th 
of  that  time  ;  and  they  may  employ  it  on  other  work  for  wLicl) 
they  will  be  paid,  without  diminishing  what  they  receive  for 
this.  But  observe !  the  employers  simply  pay  the  sum 
agreed  upon  as  the  fair  price  for  the  whole  of  the  labor. 
What  the  men  receive,  in  no  way  depends  upon  the  actual 
profits  made  in  the  works.  Improvements  in  patterns, 
economy  of  fuel  and  material,  preservation  of  plant,  are  no 
advantage  to  them.  Why  should  they  trouble  themselves 
about  such  indifferent  matters?  The  second  part  of  the 
scheme  provides  for  the  issue  to  some  of  the  men  of  Bonus- 
debentures.  Each  debenture  runs  for  one  year  only,  and 
may  then  be  renewed  or  cancelled  at  the  option  of  the 
employers.  It  bears  interest  at  the  same  rate  as  the  share 
capital  of  the  concern  produces  dividend,  but  it  does  not 
entitle  to  any  principal  sum  except  in  the  event  of  the 
holder's  death  while  the  debenture  is  runnnj?.  The 
allottees  of  these  bonus  debentures  are  ciio>en,  fa  rl  .• 
no  doubt,  but  absolutely  at  the  discretion  of  the  employers, 
and  they  form  only  a  small  selected  portion  of  the  general 
body  of  work-people.  We  are,  thofi,  justified  in  sayin<;  tliat 
neither  the  first  part  of  this  scheme  (i.e.  the  adjustment  of 
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wages),  nor  the  second  part  (i.e.  the  bonus  dobentures) 
embodie.s  the  theory  that  every  lal)t»rcr  should  have  a  direct 
and  absohite  claim  to  a  share  in  the  profits  to  which  his 
labor  has  contributed.  The  srlumc  doe'^  not  carry  out  the 
principle  tliat  tlie  carnin^^s  of  labor  and  the  earniuj^s  of 
capital  shall  rise  and  fall  to.i:;ot';<:r.  If,  before  the  system 
was  introduced,  it  would  luive  1  (><.'n  tiuo  for  the  men  to  say 
**  our  nuistera  are  prosperous,  b  it  our  wa^es  do  not  grow 
with  their  prosperity,"  then  this  arrangement  will  not 
prevent  the  general  body  of  workers  saying  the  same  thing 
just  as  truly  now.  It  docs  not  supply  the  hnk  we  arc 
seeking  between  the  success  of  tb.e  masters  and  the  earnings 
of  the  men. 

So  much  for  employers'  sclicmcs,  now  on  the  other  hanl 
workpeople  have  or<,'anised  societies  of  their  ov^n  for  securing 
profits  over  and  above  mere  v.'a^cs.  They  have  generally 
attempted  to  do  without  any  em;»loyers  or  capitalists  outside 
their  own  number.  The  following  extract  from  "  Working- 
men  Co-operators,"  (p.  10 i),  will  show  how  some  sucli 
enterprises  have  fared: — "221  Co-operative  jn'oductivc 
societies  registered  under  the  In  lustrial  and  Pi-ovi'lent  Act 
have  been  dissolved.  Of  these  «  #  «  ^1  projx>sed  to 
divide  their  profits  between  capital,  customers,  and  workers. 
Had  management  and  disa;7ieeinent  among  workers,  Wiuit 
capital,  of  businohs  experieiu-e,  of  taste  in  design  and 
execution — these  have  too  often  been  the  causes  of 
failure."  As  to  bad  management  and  want  of  business 
experience.  Mr.  Holyoake— the  very  apostle  of  co-operation — 
admits  that  the  working  classes  \\ill  not  give  salaries  that 
secure  the  whole  powers  of  capable  managers.  Ho  says, 
"They  are  apt  to  fix  salaries  at  the  'workshop  rate  and 
to  begrudge  every  sixpen-'o  beyond  that.  For  brains, 
devotion,  interest  and  experience,  they  award  nothing 
willingly'." — (Hibtory  of  Co-operation,  vol.  2,  p.  127.) 

But  it  is  not  my  purpose  this  evening,  to  dwell  upon  the 
past  further  than  is  necessary  to  show  that  a  want  exists, 
and  to  illustrate  the  mcthofls  hitherto  adopted  for  meeting 
it.  In  the  English  schemes  1  have  referred  to,  the  weak 
point  has,  I  think,  been  tlie  ab.^cn  -e  of  any  defined  principle 
underlying  the  division  of  prolits.  It  seems  generally  to 
have  been,  either  that  the  masters  have  made  some  conces- 
sions for  the  sake  of  peace  and  harmony,  or  that  the  mcu 
have  souffht  the  same  end  by  having  no  masters  to  quarrel 
with,  and  trying  to  get  all  the  profits  for  themselves. 

But  v\ith  these  experiments  before  us,  is  it  impossible  to 
suggest  a  rule  that  would  be  recognised  as  founded  in  equity 
and  biiik  up  by  experience,  and  would  be  accepted  by  all 
parties  as  a  fair  guide  in  determining  their  share  of  profits 
under  both  the  present  and  future  conditions  and  states  of 
trade? 

We  must  first  consider,  who  arc  the  parties  concerned  ? 
with  what  objects  and  on  what  conditions  do  they  consent  to 
work  together?  and  what  are  their  several  claims  to  the 
result  of  their  joint  enterprise  ?  Then  wo  must  evolve  our 
general  rule ;  we  will  next  attempt  to  construct  an  ideal 
combination  of  persons  adopting  our  rule,  and  finally  as 
accountants  we  will  make  a  few  calculations  as  to  the  pro- 
bable results. 

Now  for  any  large  industrial  undertaking  the  three 
elementary  requirements  are  labor,  capital,  and  diie^tion  or 
control.  The  parties  who  possess  these  three  elements  or 
lowers,  and  who  by  their  employment  contribute  to  the 
result  of  the  undertaking,  must  all  receive  some  considera- 
tion for  their  contributions.  In  arranging  terms  between  them 
wc  should  aim  1st.  at  satisfying  each  party  that  the  con- 
sideration he  receives  is  equitable  having  rp*;ard  to  the  con- 
sideration received  by  the  others,  2nd.  at  giving  all  the 
tliree  parties  such  a  direct  interest  in  tluj  success  of  tlio 
undertaking,  as  will  induce  all  to  exert  tlieni selves  for  that 
success.  To  two  of  the  parties,  the  capitalist,  and  the 
persons  charged  with  the  management,  this  inducement 
will  be  no  new  sensation.  But  the  third  party,  the  laborer, 
bab  seldom  felt  it  before.    It  will  be  for  the  advantage  of 


the  other  two  that  he  should  feel  it !  He  can  Uzige! 
ence  the  result.  Pie  may  be  prompt  and  energet..\ 
of  machinery  and  materials,  or  he  may  be  tardj.  l:- 
and  wasteful  of  property  with  which  he  has  no  ccz.-. 

The  principle  of  division   I   shall  enunciate  i« :. 
the  tirst  place,  the  three  parties  (representing  W-c: 
and  control),  shall  each  have  a  claim  to  the  fair  . 
their  contributions  to  the  joint  undertakings:  ::. 
shall  be  estimated  according  to  the  market  price  ii 
businesses  in  the  same  district ;  these  initial  cIaiiu  : 
arranged  in  a  specified  order  of  precedence.   If  -ii- 
all    these   claims  are  satisfied,   that  is  after  p^^yj 
wages,  charges  for  capital,  and  remuneration  f(f= 
inent  or  control,  there  be  any  surplus  or  prodt  im: 
shall  be  divided  between  the  laborers,  the  capti 
the  persons  entrusted  with  the  control.    The  prcf.:: 
which  the  division  is  to  be  made  shall  be  deter::::.' ■ 
with  regard  to  the  degree  in  which  the  several  pan. 
contributed  to  the  success  of  the  undertakirs.  i- 
with  regard  to  the  crder  of  precedence  in  which;  • 
claims,  for  wages,  use  and  risk  of  capital,  and  r^L^ 
for  managemen  t,  were  arranged .  So  that  any  ri^  r 
cither  of  the  parties,  as  to  payment  of  his  ii:: 
may  have  some  compensation,  when  the  division  c: 
surplus  comes  to  be  made. 

Now  having  stated  in  general  terms— the  {ar- 
cerned — the  objects  and  conditions  of  their  cnm  .'- 
and  the  principle  of  apportionment  of  profits  be:*«E' 
let  us  take  a  practical  illustration  and  make  th?  ''- 
more  clear  by  applying  it. 

I  have  chosen,  for  our  imaginary  undertakju'^ 
because  that  belongs  to  a  branch  of  indostrr  r 
affairs  most  of  us  have  some  insight.    It  is  ^^^  - 
much  injured  by  trade  disputes,  and  one  wher^:»'' 
seen,  an  experiment  has  been  tried,  and  from  ib 
that  experiment  some  lessons  may  be  gainei   .' 
easier  to  discuss  terms,  as  between  the  parties  • 
lionic  figures  before  us.     For  these  figures,  it',  i 
have  not  altogether  drawn  on  my  imaginatiwiQ. 
tivc  proportions  of  capital,  wages,  and  profits  ar: :   -' 
unreal,  but  they  are  not  those  of  any  one  cocceic  ^ 
correspond  to  times  very  different  from  the  pre»('* 

I  will  firsc  submit  the  balance  sheet  shoving  t^' ' 
of  the  concern,  immediately  before  the  intr*^=  • 
model  scheme.     In  order  that  the  parties  icttr ' 
have  no  ground  for  disputing  the  valuations,  Vf ' 
please,  suppose  that  they  are  tho6e*upon  «t  -  , 
managing   partners  have  just    agreed  to  pt;  •-| 
co-partners.  | 


Balance  Sheet,  31st  December,  IS^ 


LialiHtU»  and  Capital, 


Pnfrrt^^ii* 


Trade  and  oUier Liabilities..  10,000    PlMit  ALeattlM^^ 


Pi-oprictors*  Capital  . . 


.  AOfiOO    Stock   ..        -      ^ 
Book  debts,  letfR'^ 


£50.000 


The  Profit  and  Loss  Account  we  will  supp*' 
estimate,  based  partly  on  the  transactions  o^ F' 
bnt  partly  also  on  other  considerations.    F:*r^^ 
three  years  tiro  partners  had,  on  an  avera^.  J^' 
ten  per  cent,  per  annum  on  their  capital,  wi^-; 
anything  for  their  services  in  managing  tbo^^*-^  J 
the  continuing  partners  reckoned  that,  if  ^-  ""*J 
strikes  and  half  the  losses,  from  other  omjJi^  ^ 
men's  power  to  control,  could  be  ftvoidw,  '-^ 
would  bo  a  moderate  estimate ; — 
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Estimated  Pbofit  and  Loss  Account  for  Year  1886. 


Per 

Per 

ton 

ton 

s.  d. 

£ 

B.  d. 

£ 

yultics  &  Deprecia- 

Sales    (less     allow- 

un of  Leases  and 

ance  &  bad  debts) 

'Innt 

0    8 

5,000 

130,000  tons 

6    8 

50,000 

mbcr,  Rails,  Stores, 

kc 

iorsekoep,  Repafrs, 

lud  Incidental 

0  10 

1  6 

6.250 

11,250 

£ 

ige^  ..        ..  30,000 

i    0 

laric!»«)fcerti- 

led   Manager 

;ierk8,  Jlc.  ..     1,250 

0    2 

apriu  tors' ser- 

icoR,  Interest 

,nd  Protit    . .    7,500 

1    0 

88,750 

6  a 

50,000 

6    8 

50.000 

The  gentlomon  who  aro  now  sole  proprietors  desire  to 
ter  into  an  arrangement  with  the  men  on  the  general 
tncipic  I  have  laid  down,  and  open  preliminary  negotia- 
ons  with  a  few  of  the  leaders.  The  men  admit  that  their 
.boiir  might  be  made  more  productive  or  at  any  rate  less 
asteful,  that  it  is  in  their  power  to  save  rails  timber  and 
Jier  plant,  from  some  of  the  destruction  now  at  work,  and 
^ssibly  to  make  supervision  less  costly  than  at  present ; 
ley  would  be  glad  to  avoid  strikes,  if  they  could  get  all  they 
ant  without  them,  and  do  not  at  all  object  to  receiving 
tine  thing  yearly,  in  addition  to  the  wages  stipulated  for 
loin  by  their  union.  But  the  employers  find,  £ks  they 
c  pec  ted  beforehand  that  they  would  find : — 
1st.  That  wages  according  to  the  existing  scale  in  the 
strict  must  be  paid  promptly,  and  without  any  conditions 
\ving  reference  to  the  result  of  the  trading ;  there  must' 
3  no  liability  to  return  any  part  of  them  in  the  event  of  a 
ss  :  In  their  matured  scheme,  therefore,  the  payment  of 

labor  must  be  a  first  charge  on  the  undertaking. 
2nd.  That  the  workmen  will  undertake  no  partnership  lia- 
lity.  It,  perhaps,  would  not  help  much  if  they  did  ;  still  the 
c  t  remains  that,  not  only  must  interest  and  capital  stand  be- 
nd labor  in  their  claims  on  the  concern,  but  that,  besides 
e  proprietors*  capital  employed  in  the  business,  their 
'ivate  fortunes  may,  in  the  event  of  losses,  be  sacrificed  to 
cct  the  liabilities  incurred  in  the  conduct  of  the  under- 
king.  While  on  the  other  hand  the  wage-earners  will  not 
>ld  capital  liable  to  such  risk,  or  incur  any  similar 
ibility.     The  proprietors  find — 

3rd.  That  the  workmen  will  not  relinquish  their  power  of 
aving  the  colliery  at  any  time  either  singly  or  in  a  body  at 
ort  notice.  In  other  words,  they  will  enter  into  no  engage- 
en  t  that  may  not  bo  terminated  in  a  fortnight.  The  ejects 
this  last  are  very  important.  The  men,  or  a  large  part  of 
cm,  may  movo  of!,  bat  the  plant  and  other  parts  of  the 
.pital  arc  stationary;  and  our  proprietors  arc  compelled  by 
eir  leases,  to  continue  working  the  same  seam  of  coal, 
iiless,  therefore,  thoy  retain,  practically  in  their  own  hands, 
e  authority  to  control  the  course  of  operations,  there  may 

a  tendency  for  the  sake  of  immediate  profits,  to  use  up 
cklessly  those  things  on  which  the  future  success  of  the 
•lliery  depends.  The  permanent  way  and  plant  generally 
ay  be  allowed  to  fall  into  bad  condition,  the  pillars  of  coal 
pporting  the  roof  may  be  partly  removed,  the  coal  nearest 
o  shaft  may  be  worked  too  soon,  the  reputation  and  good- 
.11  of  the  colliery  may  disappear  through  the  excessive 
leapness  of  workmg  and  general  shabbincss  of  administra- 
yn.  Therefore,  while  giving  the  men  adequate  aisurance 
at  tlieir  rights  and  claims  are  carefully  guarded,  the 
.pitalist  must  re<Jor\'e  sufficient  ^wwer  to  settle  all  contracts 
ith  outsiders,  to  c^Icr  or  coimtormand  the  execution  of 
^rks,  and  to  conduct  the  general  business  of  the  concern. 


Another  consequence  of  the  men's  ri(?ht  to  leave,  is  that 
the  divisions  of  profit  must  be  made  at  short  intervals  ;  so 
that  all  who  have  worked  during  each  period  may  easily  be 
reached  before  they  have  been  altogether  lost  sight  of. 
At  each  of  these  account-takings,  the  balance  for  division 
must  be  ascertained  as  closely  as  may  be' ;  it  must  be  finally 
agreed  upon  and  irrevocably  apportioned.  For  the  purpose  of 
such  accounts,  the  assets  should  be  valued  with  full  regard 
to  the  amounts  which  they  will  probably  realize  or  to  depre- 
ciation in  their  value.  But  no  reserve  should  be  set  side 
for  future  losses  not  connected  with  present  assets,  neither 
should  losses  of  previous  years  be  set  against  the  present 

Erofits.  A  fair  balance-sheet  at  the  beginning  and  a  fair 
alance-sheet  at  the  end  must  be  the  alpha  and  omega  of 
each  year's  transactions ;  whatever  has  happened  or  may 
happen  outside  these  limits  affects  the  apportionment  of 
another  year  and  may  be  the  affair  of  another  set  of  men. 

These  conditions  made  by  the  men  and  the  consequences 
of  them,  are  so  important  that  I  must  beg  your  indulgence 
and  repeat  them  shortly.  The  men  insist,  as  1  believe  at 
the  present  time  any  prudent  set  of  working  men  would  in- 
sist, on  the  following  terms : — 

1.  Their  unconditional  claim  to  wages. 

2.  Their  freedom  from  partnership  liability. 

3.  Their  right  to  leave  after  the  notice  usual  in  their 

trade. 
The  following  are  necessary  consequence* : — 

4.  The  capitalists  must  retain  controlling  power,  giving 

labourers  adequate  security  for  observance  of  their 
stipulated  claims. 

5.  Capital  employed  in  the  business,  interest  thereon,  and 

proprietors' private  fortunes  are  all  subject  to  risks 
from  which  laborers'  earnings  and  property  are  free  ; 
for  these  risks  the  capitalist  must  have  compensation. 

C.  The  true  amount  of  each  separate  year's  profits  must 
be  brought  into  account  for  apportionment,  without 
deduction  for  the  losses  of  previous  years  or  reserve 
for  the  benefit  of  future  years. 

At  last  we  come  to  the  precise  terms  offered  by  our 
judicious  capitalists.    They  issue  the  following: — 

Address  to  our  Workpeople. 

We,  the  proprietors  of  this  colliery  believe  that,  with  the 
help  of  our  workpeople,  a  considerable  saving  of  expense 
may  be  effected  in  the  working  of  the  business,  as  for  in- 
stance : — The  plant  and  gear  may  be  guarded  from  injury 
more  carefully  than  at  present,  the  coal  may  be  delivered  on 
the  pit  bank  in  better  condition,  the  consumption  of  timber 
rails  and  other  materials  may  be  considerably  reduced,  and 
some  waste  of  time  and  labor  may  be  avoided. 

If  by  economies  such  as  these  and  by  some  reforms  in  the 
management  of  the  works,  the  profits  can  be  increased,  then 
all  who  have  worked  together  to  bring  about  that  increase 
ought  to  share  in  it. 

Holding  these  opinions  we  desire  that  every  person 
employed  in  the  work  and  business  of  our  coll' cry  should 
have  a  direct  interest  in  promoting  its  success  and  some 
voice  in  the  conduct  of  its  affairs,  and  we  invite  all  such 
persons  to  join  in  a  scheme  of  which  the  following  is  an 
outline : — 

Rule  1.  The  colliers,  banksmen  and  other  persons  working 
at  or  for  the  colliery,  but  not  included  among  those  referred 
to  in  the  following  rules  under  the  head  of  "  administration 
and  control "  will  be  paid  as  heretofore  wages  calculated 
according  to  the  scale  in  force  for  similar  work  in  this 
district.  These  wages  will  be  regularly  paid,  and  nothing 
in  this  scheme  affects  the  workpeople's  claim  thereto. 

Rule  2.  Those  who  roreive  the  wages  referred  to  in  Kulel 
will  each  j-oar  elect  one-twcnticth  of  their  number  to  form 
a  committee.  The  proprietors  will  summon  this  committee 
at  least  once  in  ovory  quarter,  avid  will  present  to  them  a 
report  on  the  transactions  of  the  colliorv,  on  the  general 
course  of  trade,  aud  on  any  events  specially  affecting  the 
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snceesB  of  the  undertaking  and  their  interests :  but  the  pro- 
prietors will  not  be  required  to  disclose  the  names  of  persons 
with  whom  business  is  carried  on,  or  other  matters  which  it 
would  be  injurious  to  the  undertaking  to  have  generally 
known.  The  proprietors  will  confer  witn  the  committee  as 
to  the  arrangement  of  work  and  the  regulation  of  the  pit. 
The  members  of  the  committee  will,  on  their  part,  assist  in 
securing  the  observance  of  rules,  and  in  obtaining  the 
assent  and  co-operation  of  their  fellow  woricpeople  in  such 
arrangements  as  may  be  deemed  fair  and  expedient.  The 
proprietors  on  receiving  at  any  time  a  requisition  signed  by 
ten  members  of  the  committee  will  summon  and  attend  a 
special  meeting  thereoL 

Rule  3.  The  proprietors  reserve  to  themselves  the  authority 
to  conduct  and  control  the  engineering,  commercial,  finan- 
,  cial  and  other  affairs  of  the  undertaking.  In  this  they  will 
be  assisted  by  a  certified  manager,  travellers  clerks  and 
such  other  persons  as  they  may  deem  proper.  These  will  be 
appointed  and  their  several  duties  and  remuneration  deter- 
mmed,  by  the  proprietors. 

Rule  4.  The  total  to  be  charged  each  year  against  the 
profits  of  the  colliery  for  the  services  of  the  proprietors  and 
of  their  assistants,  refened  to  in  Rule  8,  will  be  a  sum  equal 
to  5  per  cent,  upon  the  sales  (less  bad  debts  and  allow- 
ances), with  a  limit  of  £1,500  as  the  minimum  charge  for 
such  services. 

Rule  5.  The  amount  to  be  charged  each  year  against  the 
profits  of  the  colliery  under  the  head  of  ** interest"  will 
oe  5  per  cent,  upon  the  capital  employed  in  the  under- 
taking. 

Rule  6.  The  amount  to  be  charged  each  year  against  the 
profits  of  the  colliery  under  the  head  of  "  premium  for 
risk,"  will  be  2  per  cent,  on  the  assets  of  the  undertaking  as 
shewn  in  the  accounts  at  the  commencement  of  the 
year. 

Rule  7.  If  in  any  year  the  earnings  of  the  colliery  are 
insufficient  to  pay  all  the  foregoing,  which  shall  be  Imown 
as  the  '*  preferential  charges,  their  claims  for   payment 
shall  stand  in  the  following  order : — 
(a.)  Wages. 

lb.)  Administration  and  control, 
(c.)  Interest  (or  use  of  capital). 
[d.)  Risk  of  capital. 
Rule  8.  At  the  end  of  every  year  a  true  account  shall  be 
taken  of  tho  position  of  the  concern,  and  of  the  profits  made 
during  that  year  apart  from  all  other  years ;  and  if  after  pay- 
.  ment  of  all  the  preferential  charges,  already  described,  there 
remain  any  balance  of  profit  it  shall  be  divided  among  all 
the  persons  connected  with  the  ownership  or  working  of  the 
colliery,  by  allotting  to  them  an  equal  percentage  upon  the 
,  following  sums  respectively  :  — 

1.  To  all  who  nave  received  wages  during  the  year, 
whether  from  the  proprietors  direct  or  from  stallmen, 
or  other  contractors — upon  the  amount  of  wages  so 
received — this  is  a  premium  for  assistance  in 
promoting  the  success  of  the  colliery. 
3.  To  the  proprietors  and  their  assistants  engaged  in  the 
administration,  and  control — upon  twice  the  amount 
l>aid  them  for  their  services — this  is  as  a  premium  for 
skill  and  application  in  conducting  the  affairs  of  the 
colliery. 

3.  To    the    proprietors — upon    twice    the    amount   for 

administration  and  control — this  is  as  compensation 
for  risk  incurred  in  providing  the  salaries,  &c.,  which 
stood  second  in  order  of  claims  for  payment  out  of 
earnings  of  colliery. 

4.  To  proprietors— upon  three  times  the  amount  of  their 

preferential  charge  for  interest — as  compensation  for 
risk  as  to  interest  which  stood  third  for  payment  out 
of  earnings  of  colliery. 

5.  To  proprietors— upon  four  times  the  amount  of  their 

premium  for  risk  of  capital — as  compensation  for  risk 
as  to  that  premium  which  stood  fourth  for  payment 
•at  of  earnings  of  colliery. 


Before  reading  the  remaining  rules  I  should  l:£f 
moment  to  turn  back  to  our  balance  sheet,  and  e^i 
profit  and  loss,  and  apply  to  them  these  roles  as  tc  peri: 
tial  charges  and  division  of  surplos  profits. 

You  wUl  see  that  they  work  out  thus : — 

Pbefebentiai.  Chaboes. 


Wag«8  (on  Scale  in  force  in  district)    . . 
Contra]  and  Administration,  5%  on  Sales 
Interest,  5%  on  Proprietors'  Capital 
Premium  for  Risk,  3%  on  Assets. . 


£ 

t 

dtj*.* 

SOjOfA 

ll** 

4ajo(» 

iiti 

50,000 

LJ« 

Appobtionmsitt  of  SURPL.U8  Pbofits. 


Wage-earners,  0|%  on        80,000 

Proprietors  and  their  Assistants  for  Services, 

6|%  on  a  z  2,500  =      5,000 
Proprietors    for    risk   of    SaUmea,    6$%   on 

2x2,500  =      SgOOO 
Proprietors    for    risk    of    Interest,   6}%   on 

8x2(U0  =      6,000 
Proprietors  for  risk  of  premiom  for  risk,  6^ 

on  4  X  1,000  =      4,000 


- 


The  receipts   of    the    several    parties   are    tberei. 
follows : — 

Prefer-         Share  td 
entiaL         Sarpiss 
£  £    s. 

Proprietors  for  Interest 2,000  ..     900   9 

Proprietors  for  Risk  of  Capital  ..        ..    1,000  ..     SO    6 
Proprietors  for  Risk  of  Salaries,  Ac.  paid       — 

(On  Capital   of  £40.000  and  risk  to) 

private  fortunes) i  9,000 

Proprietors  for  own  Services  . .    1,950 

Assistants  in  Control  for  Servioes         . .    1,950 
Colliers  and  other  Wage-earners. .        . .  dOfiOO 

£85,500 


.     035    0 

.     975    9 

.    isa  10 

.     103  1-1 
.1,060    d 

irS,960    0 

The  other  rules  are  as  follows  : — 

Rule  9.  The  committee  will  select  as  aaditoroftiK  - 
taking,  a  chartered  accountant,  subject  to  proprieecss'  '• 
disapprove,  on  reasonable  grounds,  of  the  gentlemaiisc 
The  auditor  will  have  free  access  to  all  books  and  doe^- 
of  the  undertaking  and  will  receive  such  full  adocz. 
regarding  its  affairs  as  auditors  of  public   coinf^^-- 
entitled   to  receive.     He   will  completely  inv8sQ£)C^ 
accounts  and  report  to  the  committee  as  to  the  biln 
profits  divisible  among  the  men  and  will  ascertaia  aBe^ 
whether  all  their  claims  under  the  scheme  have  betL 
dealt  with  and  satisfied.    But  he  will  not  disclose  &§' 
facts  or  circumstances  as  the  proprietor  is  not  raq^* 
disclose. 

Rule  10.  Method  of  election  of  comiznittee. 

Rule  11.  Disputes  to  be  settled  by  arbitration. 

Rule  12.  Profits  of  wage-earners  may  be  left  ii:  bi: 
proprietors,  who  guarantee  principal  and  inleiest  ^.- 
risks  of  trade. 

Signed, 

Proprietors  of  Uand-ia-Hacii  w. 
Utopia,  near  Birmingham. 

1st  Januarv,  1886. 

You  now  have  my  scheme  before  you.    I  nser* 
defence  of  it  until  I  have  listened  to  your  attack.   B.' 
there  may  be  some  points  attacked  which  I  do  not  c^.- 
essential  and  do  not  desire  to  defend,  let  me  admit  if 
that  these  precise  rates  of  interest  and  premiss  i~' 
would  be  unsuitable  for  many  businesses  evei  ir  = 
collieries.    In  such  matters  as  percentages  you  w-ill  ^  - 
enough  to  consider  the  figures  before  yon  as  iUuscn^' 
a  principle  not  as  embodying  the  principle  itself.    Bz'  > 
is  one  principle  adopted  in  my  scheme  which  I  mo^  •  ' 
to  hear  discussed,  because  I  am  aware  that  to  std*  ^  ' 
dispute  the  authority  of  some  political  eo<momistB.  l' 
been  taught  that  the  payments  for  use  and  xiik  c^^  » 
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I-lnvcii  in  any  business  should  be  at  a  rate,  fixed  according 
tiinc^  find  circumstances,  but  tliat  beyond  tliat  fixed  rate 
^  capitalist  should  have  no  claim,  that  he  should  not 
\Y:'  \n  tlio  surplus  profits.  From  tliis  I  differ.  In  trades 
»;e«  I  to  great  fluctuations,  sucli  ,?s  collieries,  a  constant 
f  to  cover  all  risk  must  be  a  hii^h  one,  so  hi'^h,  that  in  bad 
!•  s  ituH'c  would  often  be  no  ni'^r^'in  of  protit  for  division. 
I'  \va«;e-carner^  uould  sco  this  nnd  know  that  a  vcarlv 
nc  c»f  surplus  was  be\ond  their  rc.ich,  and  thev  would 
vf  j'f)  iuduceuient  to  work  for  bon;:^.  }5tit  tliose  ar"*  just 
»  t'nios  wln-n  tin?  a^^si.  teiiice  of  tlio  men  in  prom-itin^ 
)ii{Mnics  is  of  the  Lrreatest  \ahic  t<^'  the  master.*.,  aiid  they 
•  aN()  ju-^t  the  ti.iie.-?,  when,  waffi'--  ',>..iir^  low,  the  liop<>  of 
>i.    a   •>ni;.U  extra  yoaily  sum  would  he  a  strong  incentive 

ti.c    men.     I  believe,   th.erefore,  that  the  true  policy  in 

h  c  i-">  is  to  fix  the  i<referential  char^^es  for  interest  and 
V  of  ciipiLil  at  a  comparatively  low  rate,  but  m  conipci. sa- 
il to  givt  capital,  as  well  as  labor  and  control,  exLra  re- 
iteration by  allottiu;;  to  it  a  share  in  the  ultimate 
•plus. 

ne  paper  was  followed  by  a  discussion.  Mr.  Vj.  Harold 
i-tcr,  F.C.A.,  said  this  was  a  matter  in  which  steps  should  be 
itiously  taken,  and  advocated  the  extension  of  bonuses 
iiiaiiai^crs  and  foremen  and  the  use  of  sliding  scales  as 
iiiecLing  the  rates  of  wages  with  profits.  What  had  been 
le  in  France  in  the  way  of  payments  out  of  profits  was 
tly  explained  by  the  fact  that  in  many  trades  there, 
lilts  fluctuated  much  less  tlian  in  Enf^'Iand. 
Jr.  A.  H.  Gibson,  F.C.A.,  said  that  already  wages  rose  and 

with  the  increas2  and  decrea«;e  of  profits.  In  the  scheme 
c»rc  them  there  would  be  diuiculties  in  determining  the 
fcrential  remuneration  for  lal.or  and  capital.  He 
((.ested  tliat  the  workmen  might  have  the  option  of  taking 
^ts  on  one  of  two  scales,  the  lower  '*  with  profits,"  the 
;lic  r  "  without  profits." 

Jr.  O.  H.  Caldicott,  F.C.A.,  thought  the  lecturer  did 
ely  in  dating  his  scheme  from  '*  Utopia."  If  the  Wage- 
■ners  were  to  have  a  share  of  profits  they  must  also  bear 
diaro  of  losses  when  they  came.  Men  who  left  during 
»  year  would  have  no  inducement  to  care  for  the  success 

the  concern  as  they  would  not  easily  be  traced  and 
d  their  share  of  profits.  He  referred  to  a  well  known 
II  of  manufacturers  who  had  tried  and  discontinued  a 
tem  of  profit  sharing,  one  result  of  the  first  year's  dis- 
jution  of  bonus  being  several  days'  dissipation  lor  the 
rkpeople. 

"he  discussion  was  continued  by  Messrs.  J.  Findlay,  S. 
Kagleton,  .\.  Edwards,  and  the  President  who  concurred 
thinking  the  subject  of  importance  and  one  which 
rountants  would  do  well  to  consider, 
n  reply,  Mr.  Howard  S.  Smith  said  the  steps  referred  to 
Mr.  Carter,  sliding  scales  and  bonuses  to  foremen,  had 
eady  been  tried  and  found  good  in  their  way,  but  insuffi- 
Qt.  They  provided  the  general  body  of  workpeople  with 
incentive  for  saving  materials,  plant  and  cost  of  super- 
ion  or  assisting  in  improvements.  The  preferential  pay- 
nts  for  labor  and  capital  might  be  determined,  by  market 
ues  and  negotiation.  As  to  workmen  sharing  losses  that 
3  impossible  under  present  conditions,  but  compensation 
employers'  sole  risk  could  be  taken  into  account  both  in 
ferential  charges  and  in  division  of  ultimate  surplus.  He 
linded  Mr.  Caldicott  that  Birmingham  was  the  place 
st  nearly  within  reach  of  the  island  of  Utopia, 
rotes  of  thanks  to  the  lecturer  and  chairman  concluded 

meeting. 


RMINGHAM  ACCOUNTANTS'  STUDENTS' 

SOCIETY. 


kT  the  last  fortnightly  meeting  in  connection  with  this 
;iety,  which  was  Tazgely  attended,  instead  of  the  usuid 


lecture  or  debate,  a  de]^arture  was  made  by  way  of  what  was 
termed  a  "  (.'onver>ational  Eveningr."  The  mectinij  was 
presided  over  by  the  President,  Mr.  Walter  N .  Fisher,  F.C.A., 
wlio  took  for  the  subject  of  the  evening — Bookkeeping,  "  A  " 
Private  Firms ;  "  P.,"  Public  Companies,  and  in  a  practical 
manner  iutro;lueed  the  general  subject  of  Bookkeeping. 
Shoit  a<]dresses  on  the  same  subje<t  were  afterwards  given 
by  Mr.  C.  A.  Harrison,  F.C..A.,  and  Mr.  K.  L.  Impey,  F.C.A. 

Both  subjects  were  ably  treated,  and  an  interesting 
iliscn>sion  followed.  An  exceedingly  instr.icti^e  meeting 
bein::(  biout^ht  to  a  cl<jse  by  a  general  summing  up  by  the 
chairman. 

We  notice  thit  t^«^  next  conversational  cvenin<]f  will  be 
led  by  Mr.  Josepli  Slocouibe,  F.C.A. 


THE  CHARTERED  ACCOUNTANTS 
STUDENTS'     SOCIETY     OF    LONDON. 


Heport  of  the  committee  for  the  period  from  1st  March, 
to  31st  December,  lb*^l.  Laid  before  the  members  at  the 
second  aftnual  gcn-jral  meeting,  held  on  the  2"lth  February, 
18S5,  at  Cannon  Street  Hotel,  E.G.,  at  half-past  six  o'clock. 
In  presenting  their  second  report,  the  committee  have  much 
gratification  in  referring  to  the  continued  success  of  the 
.society. 

The  first  annual  general  meeting  of  the  society  was  held 
at  Mason's  llall,  on  8th  April,  1884,  with  ^Ir.  F.  Whiimey, 
F.C.A.,  the  president,  in  the  chair,  when  Mr.  T.  A.  Welton, 
F.C.A.,  was  elected  president,  and  J.  G.  Griffiths,  F.C.A., 
vice-president,  for  the  ensuing  year.  Messrs.  F.  W.  Pixley, 
F.C.A.,  and  J.  K.  K Herman,  A.C.A.,  honorary  members,  and 
Messrs.  J.  Fabian,  P.  D.  GriJffiths,  S.  Pears,  and  H.  A.  Plumb, 
ordinary  member^,  being  elected  to  serve  on  the  committee 
in  the  place  of  those  retiring.  Mr.  Walter  A.  Piggott,  hon. 
secretary,  and  Mr.  W.  H.  King,  A.C.A.,  hon.  librarian,  were 
re-elected,  and  Mr.  Clare  Smith,  A.C.A.,  was  elected  hon. 
treasurer.  :Mr.  H.  Fisher,  A.C.A.,  and  Mr.  J.  F.  Bond,  A.C.A., 
were  elected  as  honorary  auditors. 

The  following  resolution  was  moved  and  carried  : — 

**  That  the  financial  year  be  and  is  hereby  altered  to  com- 
mence  as  and  from  the  Ist  day  of  January,  and  to  end  on 
the  31st  day  of  December  respectively,  and  that  the  current 
year  end  on  the  31st  day  of  December,  1884,  and  the  ensuing 
year  commence  on  the  Ist  day  of  January,  1885,  and  end  on 
31st  day  of  December,  1885.  All  future  subscriptions  to 
become  due  and  be  payable  accordingly,  as  and  from  those 
dates,  and  that  the  next  following  and  all  subsequent 
annual  general  meetings  be  held  in  the  month  of  February, 
and  that  the  rules  5  and  8  be  altered  in  accordance,  and  be 
made  consistent  therewith." 

The  undermentioned  lectures  were  delivered  during  the 
spring  and  autumn  sessions  of  1884. 
"Bankruptcy  Act,  1883"..    "    .       i 


"  Executorship  Accounts  " 


Mr.  R.  Ringwood,  Barris- 

ter-at-Law. 
Mr.  F.  Whinney,  jun., 

Barrister-at-Law. 


(I 


Partnerships:  their  Formation, 
Continuance,  and  Dissolution  "    Mr.  John  Bath,  F.C.A. 
"  Mercantile  Law  Treated  Gener- 
ally"         


"Auditing,  as  Applied  to  Mer- 
chants' Accounts  " 

"Liquidations  under  the  Com 
ponies  Act,  1862-83  "     . . 


•  • 


Do. 


do. 


do. 


Mr.  John  Goode,  Barris- 
ter-at-Law. 

Mr.  J.  C.  Bolton,  F.C.A. 

Mr.  F.  Evans,  Barrister- 

at-Law. 
Mr.  Henry  Huxiell,  Bar- 

rister-a{-Law. 
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Bank  Audicing  " . . 
"  Deeds  of  Assignment  and  Com- 
positions" 


Mr.  T.  A.  Welton.F.C.A. 


Mr.  W.  A.  Raikes,  Barris- 
ter-at-Law. 

In  addition  to  the  above,  two  debates  were  held. 
Classes,  at  fees  varying  from  2s.  Gd.  to  lOs.  Gd.,  have  been 
conducted  as  under  : — 
Bookkeeping  and  Auditing 
Mercantile  Law     . . 


Bights  and  Duties  of  Liquidators, 
Trustees,  and  Receivers 


Mr.  F.  W.Pixley,F.C.A. 
Mr.  John  (ioode,  Barris- 
ter-at-Law. 


Mr.  R.  Ringwood,  Barris- 
tcr-at-Law.j 
Bankruptcy  Act  (188.3)    ....  ,,  „ 

Partnerships  and   Kxecutorsliips     ^Ir.  John  Goode,  Barris- 
ter at-Law. 
Companies  Acts  (18G2-83)         ..     Mr.  Henry  Hurrell,  Bar- 

nster-at-Law. 

It  is  to  be  regretted  that  these  classes  have  not  been  better 
attended,  as  owing  to  the  lack  of  members  a  loss  has  been 
incurred.  It  is  hoped  that  members  desiring  to  attend 
classes  will  give  early  intimation  of  their  wishes,  and  thus 
enable  the  committee  to  make  suitable  arrangements. 

Classes  on  the  subjects  of  the  "  Rights  and  Duties  of 
Liquidators,  Trustees,  and  Receivers,"  and  *'  Partnerships 
and  Executorships,"  are  now  being  held. 

In  consequence  of  a  letter  addressed  to  the  Council  of  the 
Institute  by  your  committee,  it  was  resolved  at  a  meeting  of 
the  Coimcil  on  May,  7,  1884,  that  members  of  the  Students' 
Societies  be  granted  access  to  the  Library  of  the  Institute 
for  the  purpose  of  reference  on  production  of  their  tickets 
of  membership. 

Of  the  seventy- two  London  candidates  who  were  success- 
ful in  passin.sf  the  last  two  Intermediate  and  Final  Examina- 
tions of  the  Institute  of  Chartered  Accountants  in  England 
and  Wales,  fifty-three  were  members  of  this  Society,  of 
whom  the  following  may  be  specially  mentioned  : — 

Intermediate  Examination. 
Juncy  1884. 

Hamilton,  W.  R First. 

Final  Examination. 
Jitn(j,  1S84. 

First  Prize. 

Third  Certificate  of  Merit. 
Sixth  Ditto. 

Seventh  Ditto. 

December,  1884. 

Third  Certificate  of  ^lerit. 
Fifth  Ditto. 

„  Ditto. 

There  have  been  15  meetings  of  the  Committee,  and 
several  Sub-Committee  meetings. 

Twenty-three  volumes  have  been  added  to  the  Library, 
which  now  consists  of  76  volumes,  which  have  had  a  cir- 
culation of  330. 
On  March  7, 1684,  the  total  number  of  members  was  251. 
On  January  1. 1885,  there  were  on  the  Register — 

Honorary  Members 05 

„               „      not  in  practice     . .         . .        22 
Ordinary  Members 174 


Plumb,  Herbert  A. 
Merrett,  J.  H. 
Goodyear,  Thos.  E. 
Cordcroy,  John 

Clarke,  Gilbert  C. 
Evans,  C.  C.     . . 
Feasey,  G.  F. 


accordance  with  Rule  4  :  namely,  Slessrs.  H.  Bishop 
(4.  Sneath,  F.C.A.,  John  Corderoy,   A.C.A.,   J.  H    ^ 
H.  A.  Plumb,  A.C.A.,  and  A.  R.  Stephenson, 

The  honoraiy  officers  retire,  and  offer  thcmsclvo 
election. 

The  statements  of  accounts,  duly  audited,  are  ap; 

By  order  of  the  committee, 

H.  A.  PLUMB,   Chairman. 
WALTER  A.  PIGGOTT.  Hen.  > 
I^onthm,  February  10, 1885. 


n_ 


The 
Chartered  AccousTAiiTs*  Stude^^ts*  Socumr  c: 
Dr.  Balance  Sluet,  31st  December^  1SS4, 


£    s.    d. 

i 

To  Balance  of  Income  and 

By  Cash  at  Bankers        '  > 

General  Expenditure 

„  Library ,  costs  of  bo<.ks  t. 

Account,    Ac.,    29th 

„  Office  Fumilare            •- 

February,  18W 

59  19  10 

Do.    Do.     SlBtl 

3ec.,  1884 

46  14    1 

106  18  11 

•  • 

Income  and  General  Expenditure  Account^  }> 

Dr.          1st  March  to  tJie  31st  I>ccc7Hrbcr,  1 

^S4. 

To  Current  Ex- 

By    Subscrip- 

•   iKJUses —           £    s.    d. 

£    s.    d. 

tions — 

£      -.:*-• 

Printing       and 

IIonorarT 

Stationery  .. 

23  10    7 

niembers-61 

«--i     1    G 

PoBtago 

8    C    1 

Honorary 

Hire  of  Hall    .. 

23  12    G 

members 

Clerical  Assist- 

not  in  Prac- 

to Hon.  Sec... 

90    0    0 

tice          (18> 

0    c 

Lecturers'  Pees 

6    6    0 

Ordinar  y 

Sundries 

1  18    9 

m  embers 

83  12  11 

(160> 

M    0    : 

To  Classes- 

Lecturers'  Fees 

89    8    0 

239 

Printing       and 

By    Entrance 

Stationery   . . 

4  10    0 

Fees       and 

Postage.. 

1  10    0 

Pines 

I 

95    8    0 

By  Classes   .. 

To  Bftlnnce  . . 

. .        •  • 

46  14    1 

£2t»  15  0 

-_.  - 

Wo  have  examined  the  foregoing  Accounts  ^li^iiii  '.en 
and  Vouchers  of  the  Society,  and  certify  tbem  t  be  . 
but  note  that  no  provision  has  been  made  for  ikprt 
of  books  in  Hbrary. 

Henrt  Fisher,  )  „ 

J.  F.  Bond.  ]  Honor..,, 
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Making  a  total  of  . . 


2G1 


being  an  increase  of  ten  members ;  deducting  seven  who 
have  resigned  or  ceased  to  be  members  under  Rule  8,  the 
present  number  of  members  is  254. 

The  President,  Mr.  T.  A.  Wolton,  F.C.A,,  and  the  Vice- 
President,  Mr.  J.  6.  Griffiths,  F.G.A.,  retire  on  the  present 
occasion;  and  vour  committee  recommended  that  Mr.  J.  G. 
Griffiths,  F.C.A. ,  be  elected  president. 
.  The  following  members  of  the  committee  also  retire  in 


p:xecutorship  accounts. 


Bt  ^Ir.  a.  S.*  Bbbwi:^. 


The  following  question  (opened  by  Mr.  A. 
Mr.  Thomas  Horsfield's  office,   Kiiig   Street,  M-r.   • 
was  discussed  at  the  meeting  held  Janaary  5,  ISn*^ 

**  a.  one  of  the  executors,  draws   from  'the  >a^ 
"  account,  with  the  consent  of  B.  his  co-execaV^  '- 
"  with  which  he  specul&tes  on  the  Stock  Kxch^c.- 
*•  replaces  the  money  in  six  months.     Is  he  chir->« 
•*  respects  the  money,  and  if  so,  how  ?  '• 
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Mr.  Brewis  said: — 

Wlicn  I  was  requested  by  Mr.  Walkden  to  introduce  an 
xaniination  question  at  one  of  our  meetings,  in  trying  to 
ecide  upon  one  suitable  for  discussion  by  the  members  of 
lis  Society,  I  bore  in  mind  that  we  liad  already  had  two 
iscussions  on  questions  relating  to  partnership  both  very 
biy  introduced ;  one  by  Mr.  Harris,  and  the  other  by  Mr. 
haw,  BO  I  turned  my  attention  to  another  branch  of  the 
kw  with  which  we  have  to  deal,  namely,  the  law  relating  to 
cccutors,  and  decided  upon  the  question  announced,  as  it 
nbraces  a  very  important  subject,  and  one  we  are  very 
kely  to  be  questioned  upon  in  our  examinations ;  namely, 
le  subject  of  torts  committed  by  executors  with  respect  to 
le  property  which  comes  into  their  hands  in  the  course  of 
leir  eyecutorship. 

I  do  not  think  we  come  here  merely  to  answer  the  ques- 
on  as  it  would  bo  required  to  be  answered  at  the  examina- 
on,  or  it  might  be  done  in  a  very  few  words,  but  rather  to 
scufis  the  whole  subject  on  which  it  hani^'s.  I  purpose 
lercfore,  1st.  to  state  shortly  the  law  relating  to  the  liability 
executors  for  torts  committed  by  them  in  tlie  execution 
their  trusts,  then  secondly  to  define  A's.  liability  and 
lirdly  B's  liability. 

executors  are  liable  to  make  good  to  the  estate  itself  any 

ss  in  its  administration,  which  may  accrue  from  negligence 

misconduct  on  their  part  called  a  devastavit,  which  is 

fined  to  be  a  mismanagement  of  the  estate  and  effects  of 

e  deceased,  in  squandering  and  misapplying  the  assets 

iiitrary  to  the  duty  imposed  upon  them,  for  which  they 

list  answer  out  of  their  own  pockets  as  far  as  they  had  or 

ighl  have  had  assets  of  the  deceased. 

It  is  an  imperative  rule  of  the  Court,  that  in  the  absence 

axiiy  contract  for  that  purpose,  no  person  can  by  acting  as 

Listce  derive  any  pecuniary  benefit  to  himself,  all  profits 

rived  by  him  cither  from  the  trust  property  or  from  his 

fice  of  trustee  belongs  to  those  beneficially  interested  in 

c   property  called  the  cestuis  que  trustcnt^  although    a 

trustee"  is  here  mentioned,  and  an  executor  cannot  in 

ality  be  called  a  trustee,  still  this  rule  applies  taexecutors. 

is  from  the  above  rules  that  the  decisions  which  puzzle  so 

uch  those  unacquainted  with  them  arise,  namely,  that  if 

executor  invests  in   unauthorised  investments  or  trades 

th  trust  monies,  and  in  one  year  makes  a  profit,  and  in  the 

xt  year  loses  a  portion  of  the  money,  he  has  to  surrender 

the  profit  made  in  the  first  year,  and  also  make  good  out 

his  own  pocket  the  ioss  occasioned  in  the  second  year, 

(1  is  not  allowed  to  set  off  th«  profit  against  the  loss.     A 

V  cases  bearing  on  these  points  would  perhaps  not  be  out 

place  here.  If  an  executor  having  invested  trust  money  in 

c  funds  or  elsewhere  sells  oat  at  an   advance  he  is  liable 

-  the  whole  amount  obtained  and  where  a  trustee  aband- 

od  bis  office  for  valuable  consideration,  the  consideration 

s  treated  as  part  of  the  estate,  but  where  a  person  died 

d  directed  his  trade  to  be  carried  on  by  his  executors  who 

d  been  in  the  habit  of  supplying  him  with  goods  in  his 

>time,  they  were  allowed  to  charge  the  market  price  of  all 

DcIs  properly  supplied. 

2nd . )  We  now  come  to  the  second  division  of  the  question 
3  liability  of  A.  It  is  the  duty  of  an  executor,  if  the 
gcncies  of  the  office  do  not  require  otherwise,  to  invest  in 
*  authorised  investments  any  unemployed  money ;  so  if  he 
i^ps  money  lying  dead  in  his  hands  without  a  good  reason 
doing  so  he  will  be  liable  to  pay  interest  upon  it  to  the 
ate,  if  he  merely  acted  from  negligence  he  would  be 
i.rged  at  the  rate  of  4  per  cent,  per  annum,  but  if  he  laid 
t,  the  assets  on  private  securities,  used  it  in  his  own  busi- 
es, or  made  use  of  it  at  all  for  his  own  benefit  he  will  be 
ble  to  surrender  at  the  option  of  those  beneficially  inter- 
cd  in  the  estate  either  the  profit  he  has  so  made  or 
erest  at  5  per  cent,  per  annum. 

>o  turning  to  the  question  before  us  A.  has  done  wrong  to 
:e  the  money  and  speculate  with  it,  notwithstanding  that 
the  other  executor  has  given  his  consent  to  such  a  pro- 


ceeding. As  he  replaced  it' in  six  months  he  would  have  to  pay 
to  the  estate  either  the  profit  he  has  made  or  interest  at  5 
per  cent,  per  annum,  t.e.,  £50. 

But  again  suppose  he  had  lost  the  whole,  or  a  portion,  of 
the  amount  he  would  have  been  bound  to  replace  the  lost 
portion — and  I  suppose  he  would  also  have  to  pay  in  addi- 
tion the  interest  of  5  per  cent,  per  annum,  but  I  can  find  no 
special  mention  of  interest  in  this  case. 

(3rd.)  Now  as  to  the  co-executor  B's.  liability.  One 
executor  is  answerable  for  a  devastavit  committed  by 
another  executor  if  any  act  of  his  enabled  it  to  be  com- 
mitted, or  if  he  is  aware  of  it  and  having  an  opportunity  of 
preventing  it  he  stood  by  and  allowed  it  to  take  place. 

So  it  is  evident  that  in  the  event  of  anv  of  the  £2,000 
being  lost,  B.,  by  consenting  to  what  A.  did,  would  render 
himself  liable  as  well  as  A.  for  the  amount  so  lost,  and  the 
liability  would  I  suppose  be  joint  and  several. 

Here  I  think  I  might  add  that  loss  of  trust  funds  is  con- 
sidered sufficient  evidence  of  a  breh.ch  of  duty  to  justify  the 
Court  in  appointing  a  receiver. 

A  short  discussion  followed,  tne  members  generally  agree- 
ing with  Mr  Brewis's  remarks,  and  the  President  (Air. 
Trevor)  pointed  out  that  an  executor  so  using  trust  monies 
was,  in  addition  to  the  money  penalty,  certainly  culpable  as 
a  distinct  moral  wrong-doer. 
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PRIZES. 

The  following  prizes  have  been  awardoil  by  the  above 
Society  to  its  successful  students  at  the  ?>ening  ClasBCS 
Law  Examinations,  at  the  Owen's  College.  The  prizes  being 
confined  to  the  first,  second,  and  third  students,  but  o  rij  if 
they  are  placed  in  the  Unt  division  by  the  Examiner--. 

Exauiimition  on  Company  Lair. — 1st.  prize,  £3  Hs.  to  'Ir. 
Wm.  Harris,  (Messrs.  Thomas,  Wade,  (Vuthrie  &  Co.) 

On  Bankntptc]!. — 1st.  prize,  Mr.  \V.  L.  Walkdt-n,  .V^i  lis. 
(Messrs.  John  Adarason,  Son  &  Co.)  2nd.  prize,  Mr.  A.  S. 
Mason,  k2  2s.  (Mr.  R.  \V.  Aspinall's.) 

On  Trustees  itnd  Ilcccirers  of  Trust  E.^f((frs.—'2tv}.  pri/e, 
£2  2s.  Mr.  Arthur  Charlcsworth,  ^Messrs.  Thomas,  .Va<le, 
Guthrie  A  Co.) 

We  undcrNtand  there  is  another  toiu-se  (now  pr.  .ccdin;:), 
upon  the  Law  of  .Arbitrations,  and  of  Principal  and  Agciit, 
the  result  of  v.liich  will  be  given  as  soon  as  it  is  ann-j-inced. 


NOTTINGHAMSHIRE  AND  MIDLAND 
COUNTIES     ACCOUNTANTS'     STUDENTS' 

ASSOCIATION. 


INCOME    TAX. 


By  Mr.  W.  L.  Goron,  Surveyor  of  Taxes. 


The  following  paper  on  the  above  .-subject  was  read  at  a 
meeting  of  the  above  association. 

The  lecturer  siiid  : — 

The  subject  of  my  paper  this  evening  is  a  wido  one,  and 
might  be  treated  from  different  points  of  view,  each  in  ^re  or 
less  complete  in  itself.  For  example :  a  history  ^A  the 
income  tax  mi«^lit  bo  given,  the  vuiiuus  changes  bein^  n  >ted 
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and  dwelt  upon,  and  the  way  in  wlii^^h  thoy  have  affected 
the  taxpayer  fully  set  forth.  The  political  aspect  of  the 
question  would  doubtless  allord  ample  Kcope  for  a  much 
longer  essay  than  1  am  going  to  inflict  upon  my  audience. 

An  exhaustive  review  of  the  tax  in  its  practical  bearings, 
entering  into  all  the  little  details,  would  be  too  much  ifor 
either  your  patience  or  mmo.  In  these  circumstances  it 
has  been  necessary  for  me  to  determine  which  part  of  the 
subject  1  would  deal  with,  and  which  part  leave  alouo.  1 
may  at  once  say  that  I  have  no  intention  whatever  of  treat- 
ing it  from  a  political  point  of  view,  for  a  .surveyor  of  taxes, 
in  his  oilicial  capacity,  has  no  business  to  meddle  with 
politics. 

It  is  my  purpose,  in  the  first  place,  to  give  a  brief  histori- 
cal sketcli  of  the  income  tax  froni  Pitt's  time  to  the  present ; 
then  to  state  tlie  chief  practical  rules  under  which  it  is 
levied  ;  afterwards,  mention  some  of  the  objections  to  the 
tax,  and  offer  a  few  suggestions. 

In  the  year  1798,  at  the  instance  of  iMr.  Pitt,  an  Act  was 
passed  "  granting  to  His  Majesty  an  aid  and  contribution 
for  the  prosecution  of  the  war."  The  tax  thus  imposed  was 
not,  propsjrly  speaking,  a  duty  on  property,  but  all  persons 
liable  to  assessed  taxes  wore  charged  additional  duties, 
regulated  by  the  amount  of  each  person's  income,  provided 
the  income  was  .t()0  a  year  or  upwards.  The  amount  thus 
realised  uas  1 1,855,966. 

The  duties  ^^rantcd  by  the  Act  of  1798  were  repealed  in 
1799,  and  a  duty  of  10  per  cent,  was  imposed.  All  persons 
were  required  to  make  a  return  of  the  whole  of  their  income 
from  every  source.  Those  whoso  total  income  was  under 
£60  were  exempt,  and  reduced  rates  were  charged  on  incomes 
between  tGO  and  .£200  a  year. 

The  present  system  of  charging  duty  on  all  income  at  its 
source  was  introiluccd  in  180.'3,  and  the  various  descriptions 
of  income  were  then,  for  the  first  time,  classified  under  the 
several  schedules,  A.  B.  C.  D.  and  E.  as  now.  A  rate,  vary- 
ing from  threepence  to  elevenpence  in  the  pound,  was 
imposed  on  all  incomes  between  ,i:W  and  tl50  a  year,  and 
5  per  cent,  on  incomes  amounting  to  or  exceeding  the  latter 
sum.  The  profits  of  fanners  in  England  wore  assumed  to 
be  three  fourths  of  their  rent,  and  in  Scotland  one  half. 
The  return  by  every  person  of  the  whole  of  his  income  was 
no  longer  required,  and  in  this  manner  one  of  the  objec- 
tionable features  of  the  old  income  tax  was  got  rid  of.  It 
was,  however,  still  necessary  for  a  person  who  claimed 
exemption,  or  an  abatement  of  duty,  to  make  a  full  return 
of  his  total  income  from  every  source. 

The  produce  under  this  system,  at  the  rate  of  6  per  cent, 
was  almost  equal  to  that  of  1799,  when  the  rate  was  ten  per 
cent. 

In  the  year  1806  the  rate  of  duty  was  raised  to  10  per 
cent.,  the  exemption  on  incomes  derived  from  real  property 
under  £60  a  year  was,  with  few  exceptions,  repealed,  entire 
exemption  was  limited  to  incomes  under  £50  a  year,  and  the 
graduated  scale  imposed  upon  incomes  between  £50  and 
£150  a  year  was  restricted  to  the  profits  of  trades,  profes- 
sions, and  offices. 

Dividends  from  the  public  funds  were  by  the  Act  of  1806 
first  charged  at  the  Bank  of  England  in  accordance  with 
the  principle  that  all  income  should  be  taxed  at  its  source, 
exemption  being  granted  in  respect  of  dividends  payable  to 
foreigners  resident  abroad. 

An  allowance  for  repairs  of  buildings,  and  abatements  to 
persons  with  a  certain  number  of  children,  wete  discon- 
tiuued  by  the  same  Act. 

In  the  year  1816,  eighteen  years  after  its  first  imposition, 
the  income  tax  ceased. 

Twentv-six  years  afterwards,  in  the  year  1842,  it  was 
revived  by  Sir  Robert  Peel,  for  the  purpose  of  meeting  a 
deficit,  and  enabling  the  Goyemment  to  carry  out  some 
fiscal  reforms  with  a  view  to  the  improvement  of  the  com- 
merce and  mannfactures  of  the  Kingdom. 

The  Act  of  1842  followed  the  general  principles  laid  down 


in  that  of  1806.    The  rate  of  duty  imposed  wa-  - 
in  the  pound,  being  £2  18s.  4d.  i>er  cent.,  an  i  t  ■'.. 
tion  was  granted  to  persons  whose  entire  incom-.  .  j. 
£150  a  year. 

The  most  important  new  featuro   m  thw  .'..: 
appointment  of  special  commissioners,  to  a-  «-- 
under  schedule  D  on  those  persons  tvho  object  t   • . 
ment  on  them  being  made  by  the  general  con:      - 

By  the  Act  of  1842  the  profits  of   famieis  n:  i  ..   - 
estimated  at  half  the  rent,  instead  of  three-f.'  i      , 
Scotland  at  one-third,  instead  of  one-half,  a.-^  .:  '  : 
of  1806. 

The  result  of  assessing  all  income  at  its  sou     t. 
many — for  example  :  mortgages,    owners  of   i  *  ,  "     i 
prietors    of    government    stocks,    shareholdt. 
companies,  d'c. — who  are  exempt  from  dnty  or  • 
abatement,  have  the  tax  deducted  from  their  ii.U- 
dividends,  &C.,  by  the  persons  payin^j  the  ^ime. 
way  in   whicth  relief  can  be  granted  in  tho.  n- 
repayment  through  the  special  commissione.-;.    < 
repayment  in  respect  of  charities,  preminnu>  ::  - 
ancc,  &c.^  are  al.->o  dealt  with  in  a  similar  mam.  r. 

Owing  to  the  difliculty  and  inconvenience  of  1 
claims  made  after  the  lapse  of  several  years,  it  "  :^ 
in   1860  that  no  claim  for  repayment    shoc'd  l\ 
unless  it  were  made  within  three  vears  from  t\.>-  ti 
year  to  which  it  relates. 

From  the  year  1812  to  1851  it  was  not  -p--—:'. 
occupier  of  land,  whose  income  fell  short  of  the  an 
which  ho  was  assessed,  to  obtain  anyrelief  frvni  :. 
charged.     In  the  latter  year  the   law    was  ait^rcj. 
mers  gaining  their  livelihood  principally  by  husba  .  r 
event  of  their  actual  income  being  less  than  their - 
profits,  were  allowed  to  prove  the  facts,  and  wcr   ' 
accordingly.     This  provision  was   extended  in  1^' 
tenant  farmers,  though  they  might  not  obtain:-, 
hood  principally  by  husbandry ;  and   in  18S0  to   . 
occupying  land  for  purposes  of  husbandry,  th-:<  p. 
the   same  footing  tenant  farmers   and   tho;^e  ^-i:. 
thoir  own  land. 

The  year  1853  is  memorable  in  the  history  of  rb. 
tax.     In  that  year  Mr.  Gladstone  being  ChajiC'i  :: 
Exchequer,  the  limit  of  exemption  was  reductrd  :-'• 
to  £100,  and  the  tax  which  was  imposed  for  >-t- 
was  extend(^d  to  Ireland,  the   profits  of    farm-i-  : 
country  being  estimated  at  one- third  of    thiiir  rf 
same  as  in  Scotland.     It  was  at  that  time  intend':M  i 
income  tax  should  cease  altogether  in  1860. 

Various  improvements  were  effected  by  the  A?t 
Perhaps  one  of  the  greatest  was  that  granting  ^  ^h 
in  respect  of  life  assurance  premiums  to  the  ertirit 
sixth  of  the  income  ;  but  it  is  provided  that  nc  pfi^ 
reason  of  this  allowance  reducing  his  income  helon  t 
£400  respectively,  shall  be  entitled  to  total  exccir 
abatement. 

From  the  date  of  its  imposition  to  the  year  ISfl^  - 
had  been  collecced  half-yearly,  but  in  that  ye^r  tL 
was  charged  for  a  quarterly  collection,  with  a  ^ 
obtain  in  one  financial  year  the  payment  into  the  e^c. 
of  the  duty  for  five  quarters.  This  system  did  r/< 
well,  and  in  the  year  1869  the  tax  was  made  p&ysKt  p 
on  the  first  day  of  January. 

The  assessments  on  railways  were,  up  to  the  yti: 
made  by  the  commissioners  of  the  district  in   v1^'-' 
head  office  of  the  company  was  situate,  but  they,  af  ^- 
the  assessments  under  schedule  E.  on   railway  :-^- 
were  then  transferred  to  the  jurisdiction  of  the  s|^n&' 
missioners.  « 

The   year   1863   witnessed  an  important  cosc^ 
favour  of  persons  with  small  incomes.    In  pl*^  ^ 
lower  rate  of  duty  previously  chargeable  on  incomes  b^: 
£100  and  £160  a  ^ear,  an  abatement  of  £60  was  a]k«  -• 
deduction  from  mcomes  between  £100  and  S30O  &  "* 
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lis  principle  was  further  extended  in  1872  to  incomes  under 
<J0  a  year,  from  which  an  abatement  of  £80  was  then 
lowed. 

In  the  early  part  of  the  year  1874,  when  the  trade  and 
mmerce  and  revenue  of  the  country  had  been  increasing 
)y  leaps  and  bounds/*  Mr.  Gladstone  issued  his  famoud 
mifesto,  proposing  the  abolition  of  the  income  tax.  His 
B^gestion  was  not  accepted  by  the  country,  and  there 
now  little  prospect  of  an  early  repeal  of  the  tax. 
Prior  to  the  year  1874  no  appeal  was  allowed  from  the 
uision  of  the  general  commissioners,  whose  determination 
regard  to  both  fact  and  law  was  final.  In  that  year 
wer  was  taken  to  state  a  case  for  the  opinion  of  the 
Iges  of  the  High  Court  of  Justice  on  points  of  law,  and  in 
rs  an  appeal  from  their  decision  was  granted.  The 
ult  has  been  that  many  important  cases  have  been 
^ed  before  the  Courts,  and  judicial  decisions  given. 
By  the  Act  of  1876  the  point  of  incidence  of  the  tax, 
ich  had  been  reduced  in  1858  from  £150  to  £100,  was 
sed  to  £150.  Total  exemption  was  granted  to  any  person 
osc  income  was  under  £150  per  annum,  and  £120  was 
owed  as  a  deduction  from  incomes  between  £150  and 
X).  It  was  a  most  prudent  step  to  raise  the  point  of 
idence  to  £150,  and  at  the  same  time  extend  the  limit 
.hin  which  the  abatement  was  allowed.  The  latter  was 
rely  a  further  development  of  the  principle  first  adopted 
the  Act  of  1863,  and  extended  in  1872 ;  and  I  can  testify 
kt  it  has  tended  greatly  to  the  smooth  working  of  the 

Vith  reference  to  claims  of  exemption  or  abatement,  it  is 
be  noted  that  the  income  or  profits  of  a  married  woman 
ng  with  her  husband  are  deemed  by  the  Income  Tax 
:s  to  be  the  husband's  profits,  notwithstanding  any 
blement,  or  the  provisions  contained  in  the  Married 
»men's  Property  Act,  1882. 

before  leaving  this  part  of  mf  subject  it  may  be  well  to 
e  some  particulars  as  to  the  produce  of  the  Income  Tax 
v'arious  periods. 

""he  amount  charged  in  1815.  the  last  year  of  the  old  duty, 
2s.  in  the  pound,  was  £15,642,338.  The  duty  charged  in 
2  at  sevenpence  in  the  pound  was  £5,607,798,  a  little 
r  £800,000  for  each  penny ;  in  1856  at  is.  4d.  in  the 
nd,  £16,915,332 :  in  1872  at  2d.  in  the  pound  £4,032,402 ; 
1882  at  6^.  in  the  pound,  £13,515,282.  The  amount 
Lially  received  would  be  somewhat  less  than  that  charged, 
the  estimated  net  receipt  for  1884  at  5d.  in  the  pound  is 
r  ten  millions,  or  rather  more  than  two  millions  for  each 
ny  of  duty. 

now  come  to  the  practical  part  of  my  subject,  and  will 
e  each  schedule  in  its  order. 

chedule  A.  Under  this  schedule  are  charged  "  all  lands, 
sments,  hereditaments  or  hereitages,  capable  of  actual 
iipation,  of  whatever  nature,  or  for  whatever  purpose 
ipied  or  enjoyed,"  according  to  their  rack-rent  or  annual 
lo,  except  certain  particular  properties  enumerated, 
he  other  properties  chargeable  under  schedule  A. 
>rdiug  to  special  rules,  arc  tithe,  ecclesiastical  dues, 
lors,  fines,  and  other  profits  from  lands.  Certain  dcduc- 
s  arc  allowed  in  respect  of  tenths,  first  fruits,  fees  on 
ciitatiun,  procurations  and  synodals,  repairs  uf  collegiate 
re  lies  and  chancels,  colleges  or  halls  in  any  university, 
>chial  rates  on  tithe  rent  charge,  land  tax  paid  by 
ers,  and  public  rates  for  draining. 

L'nants*  rates  and  taxes  paid  by  the  owner  are  to  be 
acted  from  the  rent :  owners'  rates  and  taxes  paid  by  the 
tnt  are  to  be  added  to  the  rent. 

lie  }>oor  rate,  in  the  absence  of  a  rack-rent,  is  generally 
•  n  as  the  basis  for  assessing  property  under  Schedule  A. ; 
it  is  provided  that,  if  the  rate  bo  not  made  on  the  full 
11  al  value,  a  proportionate  sum  shall  be  added. 
I  the  year  1871,  the  Metropolis  Valuation  Act  came  into 
at  ion.  Under  this  Act  surveyors  of  taxes  have  a  voice  in 
ig  the  value  of  property,  and  the  gross  estimated  rental 


in  the  valuation  list  is  taken  as  the  annual  value  for 
schedule  A.  of  the  income  tax.  Efiforts  have  been  made  by 
members  of  both  political  parties  to  extend  this  principle  to 
the  whole  country,  but  so  far  they  have  been  unsuccessful. 
It  is  most  desirable  that  something  should  be  done  to  put 
the  local  taxation  of  the  country  on  a  satisfactory  basis,  for 
at  present  it  is  in  a  most  chaotic  state.  In  some  of  the 
large  towns,  Nottingham  amongst  them,  the  Union  Assess- 
ment Act  is  worked  with  at  any  rate  an  approach  to  fair- 
ness ;  but  if  many  assessment  committees  hsul  deliberately 
set  to  work  to  frustrate  the  intention  of  the  Act,  they  could 
scarcely  have  succeeded  better.  It  may  seem  almost  incredi- 
ble, but  I  have  found  the  gross  estimated  rental  of  the  poor 
rate  in  one  parish  more  than  six  per  cent,  above  the  rack- 
rent,  and  in  the  next  adjoining  parish  more  than  forty-two 
per  cent,  below  it.  No  system  of  rating  can,  in  my  opinion, 
be  in  any  way  satisfactory,  which  does  not  take  the  rack- 
rent  or  full  annual  value  of  property  as  the  basis ;  different 
rates  of  deduction  being  allowed  from  different  classes  of 
property. 

The  tax  under  Schedule  A.  is  payable  by  the  occupier, 
who  can  deduct  it  from  the  owner  on  paying  his  rent.  The 
tax  on  any  laortgage  interest,  ground  rent,  annuity,  &c., 
may  be  deducted  in  like  manner. 

Assize  courts  and  police  stations  were  formerly  held  to  be 
assessable  under  the  general  rule  of  Schedule  A.,  as  capable 
of  occupation ;  but  it  has  been  recently  decided  by  the 
House  of  Lordis  that  they  are  not  chargeable. 

Schedule  B,  In  addition  to  the  assessment  under 
Schedule  A,  all  lands  are  chargeable  under  Schedule  B,  for 
the  profits  of  occupation,  at  seven  eighths  of  half  the  rent  or 
annual  value  in  England,  and  seven  eighths  of  one  third  of 
the  rent  or  annual  value  in  Scotland  and  Ireland. 
Nurseries  and  market-  gardens  are  assessable  under 
Schedule  B,  in  accordance  with  the  rules  of  Schedule  D. 
Hop  grounds  were  formerly  chargeable  in  the  same  manner, 
but  in  1853  the  law  was  altered,  and  they  are  now  charge- 
able according  to  the  general  rule  of  Schedule  B. 

During  the  long  period  of  agricultural  depression  through 
which  we  have  been  passing,  all:>wances  of  duty  have  been 
made  in  respect  of  remissions  of  rent,  on  proof  of  the 
amounts  remitted  being  furnished  to  surveyors  of  taxes. 
These  allowances  are  outside  the  strict  law,  and  are  made 
under  the  authority  of  Treasury  orders ;  but  they  seem  to 
accord  with  the  spirit  of  the  Act,  which  grants  relief  in 
case  of  losses  caused  by  flood  or  tempest. 

Schedule  C.  Under  this  schedule  dividends  from  all 
public  funds  are  chargeable. 

Exemption  is  granted  in  respect  of  dividends  payable  to 
friendly  societies,  savings'  banks,  charitable  institutions,  the 
Commissioners  for  the  reduction  of  the  National  Debt,  Her 
Majesty  and  Ministers  of  Foreign  States. 

Schedule  D.  This  may  be  regarded  as  the  most  important 
Schedule  of  the  Act.  Under  it  are  charged  the  profits 
arising  or  accruing  to  all  persons  resident  in  the  United 
Kingdom  from  any  profession,  trade,  employment,  or  voca- 
tion, whether  carried  on  in  the  United  Kingdom  or  else- 
where :  also  all  profits  of  any  profession,  trade,  employment 
or  vocation  exercised  in  the  United  Kingdom,  whether  by  a 
British  subject,  or  not,  and  all  profits  not  charged  under 
any  other  Schedule  of  the  Act. 

The  duty  in  the  case  of  professions,  trades,  employments, 
or  vocations,  is  to  be  charged  on  the  average  profits  of  the 
three  years  preceding  the  year  of  assessment.  Interest 
received  from  bankers  is  chargeable  under  this  Schedule, 
also  the  profits  of  milk-scllcrs  and  cattle-dealers  beyond  the 
profits  charged  under  Schedule  B,  the  interest  or  profits  of 
foreign  and  colonial  securities  and  possessions,  and  all  pro- 
fits of  a  casual  nature. 

Quarries,  ironworks,  gasworks,  waterworks,  canals,  rail* 
ways,  tolls  of  fairs,  markets  and  bridges,  and  other  concerns 
of  a  like  nature,  on  the  profits  of  the  preceding  year ;  and 
mines,  on  the  average  of  five  preceding  years,  which  were 
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formerly  charged  under  Schedule  A,  are  now,  by  virtue  of  an 
Act  passed  in  1866,  chargeable  under  Schedule  D,  according 
to  the  rules  prescribed  by  Schedule  D,  so  far  as  such  rules 
are  consistent  with  the  original  rules  of  Schedule  A. 

Schedule  E.  All  persons  holding  offices  under  public 
bodies,  corporations,  or  companies  are  chargeable  under 
Schedule  E,  on  the  salary  payable  during  the  year  of  assess- 
ment. Thus,  if  the  salary  of  any  public  official  be  raised 
during  the  year,  a  supplementary  return  can  be  demanded 
for  the  increase.  Fees,  or  other  emoluments,  not  in  the 
nature  of  salaries,  are  chargeable  on  the  profits  of  the  pre> 
ceding  year,  or  the  average  of  three  years. 

It  will  be  observed  that  the  assessment  on  trades,  pro- 
fessions, &c.,  is  to  be  made  on  the  three  years  preceding  the 
year  of  assessment.  Complaint  has  been  frequently  made 
that  this  rule  causes  great  inconvenience  and  trouble,  and  it 
is  stated  to  be  desirable  to  have  the  assessment  made  on  the 
profits  of  the  preceding  year.  There  can  be  no  doubt  that  it 
would  be  mucn  more  simple  to  make  the  assessment  on  the 
profits  of  the  preceding  year,  but  the  average  of  three  years 
18  clearly  in  the  interest  of  the  taxpayer.  It  may  so  happen 
that  a  heavy  loss  is  sustained  in  a  given  year,  and  moderate 
profits  made  in  the  following  years.  If  the  assessment  were 
made  on  the  profits  of  the  preceding  year,  the  duty  payable 
to  the  revenue  wonld  be  more  than  on  the  average  of  three 
years.  For  example :  suppose  a  loss  of  £10,000  swallowing 
up  the  profits  of  £2,000  in  each  of  the  two  preceding  years : 
the  following  year  there  would  be  no  liability  in  any  case. 
Let  us  further  suppose  that  in  the  year  after  tnis  heavy  loss 
there  is  a  profit  of  £4,000,  and  the  succeeding  year  a  profit 
of  £6,000.  If  the  assessment  be  made  on  the  profits  of  the 
preceding  year,  Ihe  amount  charged  to  duty  in  three  years 
will  be  £10,000  ;  but  if  on  the  average  of  three  years  nothing 
will  be  charged,  for  the  simple  reason  that  there  will  be  no 
liability  until  the  loss  is  wiped  out,  provided  this  can  be  done 
in  three  years. 

The  Act  of  1878,  granting  a  deduction  for  the  depreciation 
of  plant  and  makchinery,  was  looked  upon  at  the  time  as  a 
great  concession ;  but  the  gain  in  many  cases  is  more 
apparent  than  real.  A  deduction  from  gross  profits  has 
always  been  allowed  for  repairs  and  renewals,  and  where  the 
plant  is  in  this  way  practically  maintained  at  its  full  value, 
no  further  allowance  can  be  made  for  depreciation.  There 
are  some  cases  in  which  the  allowance  for  repairs  and 
renewals  does  not  cover  the  wear  and  tear,  and  in  these 
cases  relief  is  afforded  by  the  Act  of  1878.  It  must,  however, 
be  understood  that  the  allowance  cannot  be  made  twice 
under  two  different  names.  This  point  has  been  recently 
decided  by  the  judges.  It  has  rlso  been  decided  that  no 
allowance  can  be  made  for  depreciation  of  buildings,  for 
exhaustion  of  capital,  for  capital  expended  in  pit-sinking,  * 
nor  for  exhaustion  of  minerals. 

No  deduction  is  to  be  allowed  from  gross  profits  in  respect 
of  annual  interest  of  capital,  whether  borrowed  or  otherwise, 
nor  in  respect  of  drawings  for  personal  or  household  expenses, 
nor  for  any  annuity  or  other  annual  payment.  It  will  be 
noticed  that  I  make  use  of  the  term  annual  interest, 
because  interest  and  discount  paid  to  bankers  would  be 
allowed.  In  the  case  of  quarries,  mines,  &c.,  rent  and 
royalty  musb  be  included  in  the  return  of  profits.  Any 
person  paying  interest  of  borrowed  capital,  rent  or  royalty, 
may  deduct  the  tax  on  paying  the  interest,  &c.  The  tax  on 
an  annuity  charged  on  any  business  may  be  deducted  in 
like  manner. 

By  the  Act  of  1842  power  of  appeal  at  the  end  of  any  year 
of  assessment  was  given  to  any  person  who  should  find  that 
his  profits  for  the  year  of  assessment  had  fallen  short  of  the 
amount  on  which  he  was  assessed.  This  manifestly  unfair 
provision,  since  these  reduced  profits  were  taken  into 
account  four  times,  once  at  the  end  of  the  year  of  assess- 
ment, and  afterwards  in  making  the  return  for  each  of 
the  three  succeeding  years  on  the  average  of  three  years, 
was  modified  in  1865,  and  no  relief  can  now  be  granted 


unless  the  profits  for  the  year  of  assessment  irc  kh  j 
the  average  profits  for  three  years,  including  th^  '. .  i 
assessment. 

There  is  an  anomaly^  connected  with  appeid^  &t  th.    | 
the  year  against  assessments  on  quarries,  gas^ncrk?,  \ 
&c.,  which  ought  to   be  remedieSi.     Though  nont 
concerns  are  chargeable  on  the  average  of  three  '^rir 
held  that  the  appeal  must  be  based  on  the  prcfii>  .. 
years  including  the  year  of  assessment.     1  venture.  •. 
deference,  to  doubt  the  correctness   of  this  view,  f.' 
unable,  by  any  process  of  reasoning,  to  regard  it  j 
tent  either  with  the  rules  of  Schedule  A,  or  those  ?*N: 
D.     It  was  the  obvious  intention  of  the  Act  of  l^ '  ~ 
appeal  at  the  end  of  the  year  of  assessment  sboilJ  I' 
on  the  average  of  thti  same  number  of  years  as  the  v 
on  which  the  assessment  was  first  made.     This  11:'  " 
clearly  disregarded  if  the  proprietora  of  concem^.cii'. 
on  the  average  of  five  years,  or  the  profits  of  the ::. 
year,  can  appeal  on  the  average  of  three  ye&is :  &: 
equally  inconsistent  with  the  rules  of  Schedule  A,  •_ 
not  provide  for  an  appeal  of  this  nature.    At  i.z'~ 
the  view  which   is    held    be    correct,     the  law  5:.- 
altered. 

Various  objections  have  been  made  against  the  j^\- 
from  time  to  time,  and  these  have  been  deemed  cf    ~ 
importance  to  call  for  the  appointment  of  two  pa: 
tary  committees. 

In  the  year  1851  a  select  committee  of  the  H:~ 
Commons  was  appointed,  at  the  instance  of  Mi.  H:- 
consider  the  mode  of  assessing  and  collecting  tl. 
tax.    This  committee  sat  during  the   greater  p^^. 
sessions,  and,  after  rejecting  three  draft  reports.  .^~ 
report  to  the  House  the  evidence  taken,  and  than  r 
ings,  unaccompanied  by  any  general  report  or  Tec:srj 
tions.    Again,  in  the  year  1861,  another  select  c:-. 
was  appointed,  on  the  motion  of  Mr.  Uabbard.  '*  tr  ^ 
into   the  present  mode  of    assessing    and    coIUri'- 
income  and  property  tax,  and  whether  any  mod«  si 
the  same   so  as  to  render  the  tax  more  equiti.t  = 
adopted."    Draft  reports  were  presented  totbecc^' 
by  Mr.  Hubbard,  Mr,  Lowe,  Mr.  Sotheron  Estcocr  - 
Stafford    Northcote,    but    not    adopted.       The   c- 
reported  to  the  House  that  the  objections  agaic^:  * 
"  are  objections  to  its  nature  amd  essence  rather  thij: 
particular  shape  which  has  been  given  to  it."  tb'. 
being  chiefiy  based  on  the  draft  of  Sir  Stafford  Xcrt. 

Mr.  Hume's  proposal  was  to  capitalise  all  incogs* ? 
regard  to  the  value  of  the  property,  the  tenure  ol  itz 
and  his  age. 

Mr.  Hubbard  wishes  to  charge  net   income  iii>' 
gross,   and  to    this    end    would    allow    different  :: 
deduction  from  different  classes  of  income.      Th:^  r 
seems  just  and  fair  in  theory,  and  is  certainly  very  pa- 
but  aftdr  many  years  practical  experience  of  tin  ■ 
tax,  I  have  no  hesitation  in  saying  that  it  wouM  ^  - 
unworkable.    Mamy  persons  now  complain  that  izi---- 
to  understand  our  forms.      Wliat  then  vrould  u?^  - 
income  derived  from  one  source  were  charged  at  so  cv 
cent,  and  that  from  another  source  on  a  difierent  st.--- 

Some  of  the  most  frequent  objections  brought  Ap^-'- 
income  tax  are  that  it  is  inquisitorial :    that  it  :» 
inasmuch  as  by  it  income  from  precarious  sources  i%  --- 
at  the  same  rate  as  that  from  real  property  :  thMi  i'  - 
upon  industry  :  that  it  is  demoralising  in  its  effect : '. 
was  originally  a  war  tax,  and  ought  not  to  be  lescTji- 
time  of  peace. 

I  will  endeavour  to  deal  with  these  objections,  e:--'- 
mising  that  I  do    not  stand  here  as  an  apol-x^'ss 
income  tax,  and  that  if  I  seem  to  touch  c(n  polick*^  •' 
it  is  only  because  I  cannot  avoid  it. 

First. — The  tax  is  inquisitorial.     I  admit  the  cj^-*- 
is  inquisitorial :  my  action  as  a  surveyor  of  taxes   -  - 
torial ;  but  are  those  who  administer  the  laws  r?. ' 
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:ome  tax  the  only  inquisitors  ?  What  shall  we  say  con- 
ming  lawyers,  doctors,  or  even  accountants?  Do  they 
ver  probe  the  inmost  recesses  of  their  client's  minds,  nor 
r  bare  their .  hidden  secrets  /  I  apprehend  they  do,  if 
oy  perform  their  duty,  which  may,  at  times,  be  not 
;ogethor  agreeable.  But  it  may  be  urged,  these  actions 
I  in  themselves  evils  to  which  men  are  bound  to  submit 
•  their  own  ultimate  good.  True :  We  submit  to  the 
ctor,  and  answer  his  questions,  because  we  hope  to  gain 
ne  benefit  from  his  advice  and  physic :  we  tolerate  the 
vyer,  while  we  wince  under  his  searching  cross-exaraina- 
n,  for  the  simple  reason  that  we  trust  to  him  to  get  us  out 
some  trouble  as  lightly  as  possible,  or  deliver  us  from  the 
itches  of  a  mercenary  grasping  neighbour,  or  save  us  from 
ing  grievously  wronged :  we  call  in  an  accountant,  and 
pose  to  him  our  private  affairs,  to  enable  him  to  pat  our 
use  in  order  in  various  ways,  and  either  justify  us  in  our 
tions  and  expenditure,  or  show  us  that  we  must  alter  our 
uirse,  and  turn  over  a  new  leaf.  These  are  evils — great 
Is — and  we  put  up  »vith  them,  not  as  a  matter  of  choice, 
t  of  necessity.  In  like  manner  the  income  tax  is  an  evil 
\W  taxes  are  evils — and  we  bear  it  with  more  or  less  of 
tience  or  inpatience,  because  it  sdems  to  be  a  necessity. 
Hccoiullij.— It  is  unfair.  Well :  it  is  difficult  to  impose 
y  tax  which  shall  be  perfectly  fair  to  all.  As  a  matter  of 
;t,  liowever,  income  from  real  property,  such  as  land  and 
uses,  is  taxed  at  a  higher  rate  than  income  derived  from  a 
xle  or  profession  ;  for  repairs,  &c.,  are  not  allowed  as 
Auctions  from  the  rent,  and  this  has  the  effect  of  increas- 
l  the  rate  of  duty  oh  real  property.  But  admitting  the 
itenient  that  all  classes  of  income  are  charged  at  the  same 
;c,  and  what  then?  Shall  the  struggling  widow  with  a 
ang  family  and  slender  means,  entirely  derived  from 
uses  and  land,  be  taxed  at  a  shilling  in  the  pound,  while 
i  fortunate  merchant,  the  prosperous  manufacturer,  the 
3cessful  lawyer  or  doctor,  each  of  whom  can  count  his 
'.ome  by  thousands  or  tens  of  thousands,  is  charged  say, 
irpence  or  sixpence  in  the  pound?  I  don't  think  this 
uld  square  with  our  notions  of  justice. 
Thirdhj. — It  is  a  tax  upon  industry.  I  fear  it  is :  so  in  a 
'ater  or  less  degree  are  all  taxes.  The  industrious  man 
rks  hard,  saves  money,  and  builds  houses,  for  which  he 
5  to  pay  the  income  tax.  On  the  other  hand,  the  spend- 
-ift,  the  drunkard,  the  improvident,  the  lazy,  say,  pay 
no.  Does  not  the  industrious  man  also  pay  poor  rates, 
lich  go  to  keep  the  wretched  outcast  who  ends  his  days  in 
3  workhouse,  and  finds  his  last  resting-place  in  a  pauper's 
bvc,  while  the  man  who  helps  to  provide  these  things  for 
n  dies  in  his  own  bed,  watched  and  tended  by  those  who 
e  him,  and  lament  his  death?  Would  the  man  who  is 
is  grievously  wronged  by  paying  income  tax  on  his  hard- 
*ned  savings,  change  places  with  the  other  poor  wretch  ? 
[ircely,  were  the  income  tax  five  times  what  it  is. 
^'ourthly. — It  is  demoralising.  No  doubt :  so  are  other 
:es.  Do  we  consider  it  quite  consistent  with  our  moral 
ise  of  right  and  wrong  to  bring  over  the  water  that  box  of 
ars  for  our  friend,  or  accept  one  brcught  over  for  us  by  a 
;nd,  without  paying  the  duty?  Is  it  quite  right  to  water 
>.xcco,  to  adulterate  tea,  to  cheat  a  railway  company  as  to 
i  age  of  a  child,  or  by  riding  in  a  higher  class  of  carriage 
in  that  for  which  we  have  paid,  to  sell  inferior  doctored 
inish  wine  as  genuine  Bordeaux,  and  gooseberry  juice  for 
i  finest  brand  of  champagne  ?  And  yet  these  things  are 
le.  I  fear  where  the  question  of  profit  or  gain  comes  in 
r  consciences  are  not  over  sensitive ;  and  some  who 
lounre  the  income  tax  most  loudly  are  those  who  pay  the 
«;t.  At  any  rate  I  think  I  may  say  that  the  most  violent 
jsf  of  it  1  have  ever  heard  came  from  the  mouth  of  one 
i)  had  never  paid  a  penny  for  income  tax  in  his  life. 
^-'ifthb/. — It  was  originally  a  war  tax.  True.  It  was 
posed  by  Pitt  as  a  war  tax,  and  at  the  termination  of  the 
r  it  was  dropped.  It  was  revived  by  Sir  Robert  Peel  to 
Me  him  to  carry  out  some  much  needed  fiscal  reforms^ 


and  it  has  been  used  by  successive  Chancellors  of  the 
Exchequer  for  the  like  purpose.  It  was  intended  that  it 
should  cease  in  1B60.  but  the  Crimean  war  prevented  that 
intention  being  carried  into  effect.  Supposing  the  income 
tax  to  be  repealed  to-morrow,  is  there  anyone  bold  enough 
or  clever  enough  to  say  what  shall  replace  it  ?  May  I  not 
add,  what  would  the  present  Chancellor  of  the  Excnequer 
have  done  if  it  had  been  discontinued  in  1874  ?  A  land  tax, 
or  property  tax,  of  4s  in  the  pound  would  hardly  be  tolerated 
in  these  days. 

A  violent  attack  on  the  income  tax  was  put  fourth  in  1872, 
in  which  commissioners,  their  clerks,  and  surveyors  of  taxes 
were  held  up  to  reprobation  in  language  more  forcible  than 
polite.  With  this  pamphlet  was  issued  a  reprint  of  another, 
first  published  in  1816,  and  entitled,  "  Resist  or  be  ruined." 
The  usual  objections  to  the  income  tax  ^ere  brought  for- 
ward, but  no  substitute  was  proposed ;  though  it  was  hinted 
that  the  productiveness  of  the  house  duty  and  the  land  tax 
might  be  increased. 

In  addition  to  the  objections  to  the  tax  itself,  complaints 
have  been  made  of  the  way  in  which  it  is  levied,  and 
especially  of  the  action  of  surveyors  of  taxes.  Of  coarse, 
I  cannot  tell  tales  out  of  school,  nor  lift  the  curtain  to  show 
what  goes  on  behind;  but  I  must 'say  that  I  belieye  com- 
missioners, their  clerks,  and  surveyors  have  only  one  wish — 
to  do  what  is  right.  I  do  not  say  that  none  of  them  have 
have  ever  been  guilty  of  any  act  of  indiscretion  or  injustice  ; 
but  it  is  generally  the  fault  of  the  taxpayer  if  he  be  over- 
charged. In  the  first  place  many  omit  to  make  the  returns 
required  by  law  trusting  to  chance  that  they  may  not  be 
overcharged.  If  chance  should  not  favour  them,  they  are  often 
loud  in  their  denunicat  ion  of  the  tax  andjiU  who  are  connected 
with  it.  Again,  many  make  a  return  of  a  sum  which  they 
know,  and  which  others  know,  to  be  incorrect,  they  are 
assessed  above  their  return,  sAid  if  overcharged  are  most  pro- 
bably put  to  some  trouble  to  have  the  assessment  corrected. 
Others,  who  keep  books  and  make  up  accurate  accounts, 
not  seldom  return  the  balance  of  profit  after  debiting  their 
business  with  interest  of  capital,  and  their  own  drawings  ; 
and  it  is  at  times  a  rather  difficult  task  to  convince  them 
that  interest  and  drawings  for  privateer  household  expenses 
are  part  of  their  profit.  It  is  especially  difficult  to  make 
them  understand  that  interest  of  borrowed  capital  must  be 
included  in  their  return,  leaving  them  to  recoup  themselyes 
the  tax  on  paying  the  interest.  Mistakes  are  often,  I  believe, 
the  result  of  thoughtlessness,  and  I  have  seen  honourable 
men  greatly  distressed  on  finding  that  they  have  made  in- 
correct returns.  Accountants  have  it  in  their  power  to  render 
their  clients  and  their  country  a  service,  by  pointing  out 
to  the  former  how  their  income  tax  returns  should  be 
made  ;  and  it  gives  me  great  pleasure  to  state  that  I  have 
received,  both  in  Nottingham  and  elsewhere,  much  help  and 
courtesy  from  the  various  accountants  I  haye  met.  It  is 
not  an  uncommon  thing  for  a  gentleman  to  say  to  me, 
"Mr.  Smith  or  Mr.  Jones " — a  professional  accountant — 
**  makes  up  my  books :  I  will  ask  him  to  call  on  you  with 
my  balance-sheet  and  accounts."  My  inyariable  reply  is 
to  the  effect  that  I  ask  for  nothing  better ;  and  I  do  not 
recollect  a  single  case  whore  a  sati^actory  settlement  has 
not  been  arriyed  at,  so  far  as  it  has  been  possible  between 
the  accountant  and  myself. 

It  is  doubtless  frequently  overlooked,  but  can  scarcely  be 
too  persistently  reiterated,  that  if  our  neighbours  pay  tax 
to  the  full  extent  of  their  liability,  while  we  pay  on  one  half 
only,  they  are  paying  a  ix)rtion  of  our  taxes ;  and  I  don't 
think  honourable  men  wish  their  neighbours  to  pay  pwrt  of 
their  taxes  any  more  than  they  would  wish  them  to  pay 
part  of  their  other  just  and  lawful  debts. 

With  regard  to  appeals  it  is  fiititonishing  what  curious 
specimens  of  accounts  some  appellants  produce.  They 
start  with  an  estimate,  more  or  less  accurate,  of  their  gross 
receipts,  they  estimate  their  gross  profit,  they  estimate  their 
expenses,  and,  as  a  natural  result,  they  estimate  their  net 
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profit,  or  income;  and  then  they  gravely  ask  the  com- 
missioners to  accept  this  so-called  account  as  a  true  state- 
ment of  their  affairs.  Would  it  be  a  very  surprising  matter 
if  the  commissioners  should  decline  to  accede  to  Uieir 
request  ? 

It  would  be  well  to  remember  that  the  law  imposes  certain 
burdens  and  certain  duties  on  the  members  of  the  state, 
amongst  them  the  obligation  to  make  a  correct  return  of 
their  income.  It  should  also  be  understood  that  surveyors 
of  taxes  reap  no  benefit  from  overcharges.  We  are,  it  is 
trae,  servants  of  the  Crown,  whose  business  it  is  to  see,  as 
far  as  possible,  that  all  who  are  liable  to  income  tax  con- 
tribate  tiieir  fair  share  to  the  revenue.  But  it  is  equally 
true  that  we  are  the  servants  of  the  public,  and  that  it 
is  just  as  incumbent  upon  us,  so  far  as  they  will  allow  as,  to 
take  care  that  (hey  are  not  overcharged,  as  that  they  are 
not  undercharged.  We  cannot,  however,  perform  our  duty 
properly  without  the  help  of  the  public,  and  I  venture  to 
think  it  would  conduce  to  their  satisfaction  and  our  comfort 
if  they  would  treat  us  frankly  and  openly,  as  friends,  instead 
of  looking  upon  us  as  their  sworn  foes.  It  is  not,  of  course, 
sufficient  for  one  of  the  public  to  say,  "  I  have  made  a  return 
of  what  I  think  a  fair  sum,"  when  he  knows  it  does  not 
represent  his  profit,  And  to  refuse  to  give  any  further 
information,  what  can  he  reasonably  expect  but  to  be 
assessed  above  his  returft  ?  We  derive  no  pleasure  from 
having;  great  numbers  of  appellants,  and  cross-examining 
them  m  the  presence  of  their  neighbours ;  nor  is  it  necessary, 
in  the  majority  of  oases,  that  we  should  do  this.  Questions 
we  must  ask,  enquiries  we  must  make,  but  we  can  make 
them  in  the  privacy  of  our  office,  if  the  public  will  allow  us ; 
and  they  ne^  not  fear  that  we  shall  publish  their  answers 
on  the  housetops,  or  proclaim  them  m  the  market  place. 
We  have  far  too  much  to  do,  we  know  far  too  many  secrets, 
for  that  occupation  to  be  in^any  way  interesting  to  us. 
What  interest  has  a  lawyer,  a  doctor,  a  banker,  or  an 
accountant,  in  disclosing  his  client's  secrets  ?  And  if  they 
have  none,  why  should  we?  We  are  the  advisers  of  the 
public,  our  office  is  open  to  them  at  reasonable  hours,  we 
nave  no  interest  in  one  man  more  than  another,  we  have 
nothing  to  gain  by  showing  undue  favour  to  one  and  treating 
another  with  uncalled-for  harshness.  We  have  neither  local 
prejudices  nor  predilections ;  we  are  here  to-day,  we  may  be 
gone  to-morrow ;  for,  like  soldiers,  we  are  under  authority, 
and  must  obey  marching  orders.  We  therefore  contend  that 
we  are  in  a  position  to  give  unbiassed  advice,  to  offer 
disinterested  help  and  counsel,  and  that  it  is  to  the  interest 
of  the  public  to  confide  in  us.  If  they  will  do  this  they  will 
find  that  it  will  not  be  necessary  to  appear  before  their 
neighbours  t«  get  rid  of  an  overcharge,  if  one  be  made ;  and, 
speaking  from  experience,^  their  neighbours  will  be  very 
glad  not  to  be  called  upon  to  settle  their  cases. 

Note. — The  practical  part  of  the  subject  would  have  been 
treated  more  in  detail  but  for  the  fact  that  a  lecture  by 
Mr.  Murray,  Accountant,  Manchester,  covering  this  groundf, 
haft  already  appeared  in  the  Accountants*  Stttdents*  Journal, 


MANCHESTER  ACCOONTANTS'  STUDENTS' 

SOCIETY. 


THE  LAW  OF  MONEY  SECURITIES. 


Hy  Mb.  Chables  T.  Tallcnt-Bateman,   Solicitor. 


Delivend  in  two  parts  to  the  metnbers  and  friends  of  tlie  Man- 
ehuttr  Accountants*  Students*  Society,  the  3rd  November  and 

Xst  December,  1884. 
Pabt  I. 

On  rising,    the    lecturer   said : —  The     subject    of    my 
ysiMnt  lecture  scarcely  calls  for  ui  apology— chosen,  as  the 


subject  was,  by  your  own  Council,  from  among  v^^ 
iects  submitted  to  it  for  its  selection,  all  of  which  ;:-- 
has  been  acknowledged,  were  more  or  lessapprojiiiie 
objects  of  your  Society;  but  I  will,  in  a  few  xm! 
sentences,  attempt  a  complete  justification  of  st  - 
tion,  and  of  your  Council's  election  of  thesabjec:-  7. 
of  Money  Securities,"  as  a  topic  for  this  eTenin^'scci 
tion  and  discussion. 

Securities,  whether  for  present  or  future  1(kuis.c:: 
debts,  are  so  often,  and  in  such  variety,  in  the  _- 
every  professional  or  commercial  man— who  ca: . 
deep  interest  in  the  securities,  on  his  own  or  hi*  c- 
or  customer's  account — that  to  have,  at  least,  gED&i  - 
to  guide  him,  without  being  under  the  necessitrc:  :■>' 
at  every  point,  even  on  the  most  elementary  prji:::- 
to  the  nearest  solicitor,  is,  I  consider,  of  the  higb&: 
ance  to  every  layman,  especially  to  one  who,  likt '. : 
accountant,  is  in  the  exercise  of  his  prof ession  sc  S 
entrusted  or  concerned  with  money  securities.  '^- 
long-cherished  document,  perhaps  most  elabontelj:* 
and  completed,  written  in  the  best  engrossing  hii. .. 
finest  and  strongest  paper,  or  even  on  the  most  .'• 
lasting  parchment,  nas  been  fondly  regarded  cur-L 
years    as    affording    security   "  as   good  as  the  ':-- 
England  "  ;  but  has,  at  the  first  real  test,  been  y^. 
by  uncompromising  legal  authority,  to  be  "dc*.  «r- 
paper  (or  parchment)  it  is  written  upon." 

What  heartburnings,  what  disappointments,  «ba: 
yea,  what  distress  and  ruin,  the  giving  of  such  &!i^-:- 
tive  opinion  has  entailed  ;  when,  with  a  little  tiiQ€>' 
or  witn  the  knowledge  of  general  principles,  or  5r<  ' 
security  law,  the  unfortunate  document-holder  t-i 
been  spared  all  that  pain  and  trouble. 

I  should  have  liked  to  have  approached  mj  >^<' 
the  possession  of  an  authoritative  or  reco^^ed  de: 
the  legal  and  commercial  term,  *'  security  " ;  bit : 
advantage  is  allowed  me — a  state  of  affairs  ms^c* 
regretted ;  for  the  term,  as  generally  used,  is,  as  n:r 
to  you  all,  a  sad  'misnomer.'    A  "security"  sb::. 
would  think,  be  something  that  is  absolutely  s^ 
should  admit  of  no  degree.    Yet,  how  regularly  a « 
such  expressions  as  "the  best  security  ":  **apc»x- 
rity  " ;  "  a  shaky  security  "  :  "a  bad  security  ":  ts- 
**  a  worthless  security  " ! 

To  keep  my  lecture  confined  to  the  hard  and  f^^:  • 
fixed  by  its  title,  I  must  venture  on  some  definite  - 
term  **  money  security  " ;  therefore,  give  you  the  i:- ' 
of  my  own  compilation : — 

"  A  monev  security  is  an  instrument,  or  other  p^" 
for  either  lastiog  or  temporary  use,  intended  *.-: 
(generally  by  means  of  more  or  less  summary  pc^^'^*' 
particular  assets)  the  payment  or  repaymens  c:  - 
invested,  lent,  or  otherwise  owing." 

You  will  thus  see  that  a  Bank  of  England  note  x- 
statutory  provision  equivalent,  in  certain  cases  ^  ' 
certain  persons,  to  money  or  cadi,  comes  within  c 
tion,  and  is  a  security ;  not,  because  it  is  such  a  ^'^- 
ment,  but,  because  it  is  an  instrument  "  intended : j- 
payment  "  of  its  amount  to  the  holder  by  t.:  - 
England. 

A  common  phrase,  met  with  in  legal  and  ether  ^^''•^ 
(particularly  wills)  is  the  phrase,  "money,  andsc-*:: 
money  " — a  phrase  intended,  roughly  speaking,  fe^c:' 
personal  estate,  not  being  either  leasehold  ^pe:?  - 
and  chattels.  It  is  this  expression,  "seconttesf^'' 
as  thus  used,  that  may  best  indicate  the  meacisi  •  *  - 
this  lecture  always  attach  to  our  term  money  §v^ 

I  do  not  find,  in  allmy  reading,  researches  and  cP 
that  any  law  writer  or  lecturer  (or  lecturer  at  -c^' 
production  has  been  published)  has  ever  taken  s^  -; 
the  comprehensive  subject  of  "  money  securities/* 
fore,  plead  originality  in  my  classification  d  :>^-  ' 
divisions  of  the  subject. 
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iride  securities  into  the  two  grand  classes  of 

I.  Negociable,    marketable,    or    easily    transferable 

securities. 

II.  Non-negociable,  or  non-raarketable,  securities. 
former  3f  these  grand  classes  I  sub-divide  into 

1.  Government  securities. 

2.  Public  company  securities. 

3.  Private  and  personal  securities  (such  as  bills,  notes, 

cheques,  Ac.) 
the  latter  (non-negociable  securities)  into 

1.  Securities  of  lasting  record  (such  as  mortgages, 

declarations  of  trust,  real  charges,  &e.) 

2.  Securities  of  temporary  record  (such  as  bonds, 

warrants,  memoranda  of  deposit,  &c.) 

3.  Securities  not  of  record  (such  as  pledges,  liens, 
lary  remedies  at  common  law,  Ac.) 

highest  kind  of  marketable  security  is,  of  course,  the 
nment  security— whether  Imperial  (Homo  or  Colonial), 

or  Foreign.  English  Exchequer  bonds,  and  bills, 
I  do  not  fluctuate  in  value)  consols,  and  similar 
ties  (which  do),  and  public  company  shares  or  deben- 

whereon  dividends  or  interest  are  guaranteed  by  our 
nment,  rank,  of  course,  foremost;  but  present  few 
;  demanding  notice  in  a  law  lecture  like  this.  The  law 
tig  to  Exchequer  bills — a  class  of  security  dating  from 
-is  consolidated  in  the  Statute,  20th  ancf  30th  Vict.  c. 
?xcept  as  to  the  crime  of  forging  those  hills— which 
e  is  dealt  with  by  a  statute  five  years'  earlier.  1  must, 
fore,  refer  the  interested  student  to  those  enactments. 
)l8,  and  other  charges  on  the  public  funds,  form,  I  may 
t  diptinct  extensive  branch  of  law  and  practice — appro- 
ng,  as  they  do,  such  a  large  portion  of  our  statute  book, 
s  ational  Debt  Act  1870  is,  no  doubt,  the  most  impor- 
3f  the  various  statutes  concerning  this  subject.  By  it 
ight  is  given  to  owners  of  consols  and  rcdnced,  and  new 
:  cent,  annuities  to  require  stock  certificates  to  any 
mt  (not  over  £1,000)  being  dE50  or  a  multiple  of  £50; 
the  stipulation,  however,  that  a  trustee  of  stock  shall 
pply  for  or  hold  a  stock  certificate  unless  authorised  to 

by  the  terms  of  his  trust :  by  it  it  is  also  provided  that 
jtice  of  any  trust  in  respect  of  any  certificate  or  coupon 

be  receivable  :  by  it,  further,  it  is  enacted— that, 
e  a  stock  certificate  is  outstanding,  the  stock  repre- 
id  thereby  shall  cease  to  be  transferable  in  the  Bank  of 
and  books ;  and,  further,  that  a  stock  certificate,  blank, 

the  name  of  the  owner,  shall  entitle  the  bearer  to 
stock  therein  described,  and  shall  be  transferable  by 
ery,  in  other  words,  shall  be  negooiable.  For  the  rest 
e  law  relating  to  the  public  funds  and  their  changes,  1 
d  refer  you  to  "  Fenn  on  the  Funds,"  and  other  standard 
s  on  this  subject. 

ith  regard  to  the  securities — ^bonds,  debenture  and 
r  stock,  Ac. — issued  by  municipal  corporations  and 
r  local  Government  bodies,  there  is  nothing  to  distin- 
1  them— for  the  purpose  of  this  lecture— from  the 
isponding  securities  of  public  companies  shortly  to  be 
}  with :  in  fact  they  differ  from  the  latter  only  in  the 
1  of  assets  charged  and  the  application  of  the  statutes 
T  which  they  are  issued. 

curities  over  Foreign  and  or  even  colonial  public  funds 
mmon  as  they  are  in  England — as  investments,  or 
er  as  objects  of  speculation  and  gambling,  do  not 
for  any  sjpecial  treatment  in  this  lecture ;  as  their  con- 
ation and  enforcement  are  governed,  not  by  our  English 

but  by  the  law  of  the  country  whose  Government 
ss  them.  One  legal  decision  affecting  this  class  of 
rity  deserves,  however,  at  least  slight  mention;  as  it 
tes  a  distinction  important  to  be  known  by  accountants 
other  professional  men,  entrusted  with  the  preparation 
ventories  or  accounts  of  deceased  person's  estates.  The 
iral  rule  is  that  probate  or  administration  duty  is  pay- 
in  respect  only  of  such  personal  estate  as  at  the  time  of 
death  of  the  deceased  is  within  the  jurisdiction  of  the 


courts.  Consequently,  property  which  at  the  death  is  in  a 
foreign  countnr  is  exempt  from  duty,  although  it  may  be 
subsequently  brought  into  this  country  by  the  exeontor. 
Thus,  il  has  been  held  that  French  Oovemment '  rentes ' 
and  United  States  Stock  are  exempt  from  duty,  while  on  th^ 
other  hand  the  duty  has  been  held  to  attach  to  the  securi- 
ties of  a  Foreign  Government  which  were  in  this  country  at 
the  death  of  the  deceased,  and  were  marketable  securities 
transferable  by  delivery  only. 

The  securities  that  public  companies  offer  to  intending 
investors  are  (1)  debentures ;  (2)  stock  ;  (3)  shares  ;  the  last 
being  *  ordinary  *  *  preferred  *  or  *  deferred.* 

With  the  relative  differences  between  these  various  kindi 
of  security  most  of  you  are  familiar ;  and  I  do  not  propose 
to  waste  time  in  discussing  them.  In  regard  to  debentures, 
the  law  bearing  on  this  class  of  security  is  extensive 
enough,  not  only  to  alone  form  the  burden  of  an  evening's 
lecture,  but  to  fill  a  considerable  text  book. 

The  subject  being  an  important  one,  I  must  not  dismiss 
it,  without  dealing  with  a  few  points  of  interest  and  value. 
Debentures  are  either  ordinary  debentures,  or  mortgage 
debentures.  The  latter  class,  though  sometimes  framed  so 
as  to  be  negociable,  are  generally  not  prepared  in  that  form, 
and  will  be  dealt  with  under  the  second  great  class  of 
securities.  With  regard  to  ordinary  debentures,  they  are 
divided  into^ 

I.  Debentures  payable  to  bearer  . 

II.  Debentures  payable  to  registered  holder. 

III.  Debentures  payable  to  registered  holders  with  coupons 
payable  to  bearer. 

As  you  are  all  doubtless  well  aware,  debentures  are  issued 
either  (1)  for  the  purpose  of  securing  the  repayment  of 
money  borrowed,  or  (2)  in  pa3'ment  of  property  purchased, 
or  services  rendered,  or  money  due.  In  the  earlier  history 
of  companies,  a  debenture  was  generally  framed  as  a  coven- 
ant by  the  company  with  the  person  to  whom  it  was  issued 
to  pay  to  him  and  his  executors,  administrators,  or  assigns, 
a  certain  principal  money,  with  interest,  and  was  expressed 
to  be  given  under  the  common  seal.  This  form  was  of  great 
disadvantage,  as  the  law  (as  it  stood  until  quite  lately)  pre- 
vented the  security  from  being  readily  and  safely  dealt  with. 
However  good  the  credit  of  the  company  might  be,  dealings 
in  the  del^nture  co  ild  not  safely  take  place  without  invesi- 
gation  of  tit^e,  inquiries,  assignments,  notices,  and  legal 
advice.  The  reason  for  all  this  was  that  the  debenture,  as 
thus  framed,  was  what  is  called  a  chose  in  action,  which, 
before  the  Judicature  Act,  1873,  was  practically  non-assign- 
able. In  consequence  of  the  great  inconveniences  arising 
from  the  use  of  the  then  common  form  of  debenture — as 
shown  by  the  decisions  in  several  Important  cases^^fforts 
were  made  to  improve  the  form ;  and  these  efforts  have  been 
so  far  successful  that  debentures  can  now  be  framed  in  a 
manner  that  facilitates  investment  by  affording  a  convenient 
and  attractive  security  easily  and  safely  dealt  with.  Mr. 
Palmer,  the  author  of  '*  company  precedents,"  says  that,  as 
a  result  of  the  improvement  in  form,  "  many  millions  are 
"now  invested  in  such  debentures;  and  companies,  that 
'*  have  obtained  (on  eaiy  terms)  a  debenture  loan  from 
*'  £50,000  and  upwards,  are  to  be  numbered  by  hundreds  ** 

For  business  transactions — as  distinguished  from  pure  in- 
vestments— the  most  popular  form  of  the  debenture  is  that 
payable  to  bearer,  possessing  the  advantages  of  a  negociable 
mstrument.  With  regard  to  these  advantages  this  will  be 
the  best  opportunity  of  enumerating  the  most  important 
characteristics  of  a  negociable  instrument :  They  are  as 
follows : — 

(1.)  A  purchaser  to  whom  it  is  delivered  (before  it  comes 
due)  takes  it  free  from  equities  (between  the  person 
to  whom  it  was  originally  issued  and  the  maker), 

(2.)  No  assignment  in  writing  is  necessary ;  for  the  con- 
tract is  annexed  to  the  instrument  the  delivery  of 
which  passes  the  right  to  sue. 
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(8.)  The  holder  of  the  instrtunent  can  sue  in  his  own 
name. 

(i*)  The  delivery  of  the  instrument  constitutes  a  perfect 
and  complete  transfer  of  the  contract  without  giving 
notice  to  the  debtor,  i.e.,  to  the  maker. 

(6.)  Any  person  who  takes  the  instrument  bond  fide  and 
for  avalua^lo  consideration,  acquires  a  good  title,  even 
though  the  person  transferring  it  to  him  has  no 
title  (<?.{/.,  has  stolen  it  or  found  it). 

Such  an  inatument  is,  in  fact,  easily  and  safely  dealt 
with. 

The  object  of  making  debentures  payable  only  to  the 
registered  holder  is  mainly  to  indace  trustees,  or  very 
cautious  persons,  to  invest  in  debentures  which,  not  being 
made  payable  to  bearer,  afford  in  the  case  of  loss  or 
theft  some  degree  of  protection  to  the  lawful  owner. 

Debentures  payable  as  last  mentioned  with  coupons  pay- 
able to  bearer  were  adopted  for  the  case  of  the  cautious 
persons  last  mentioned  who  can  appreciate  the  facility  for 
the  payment  and  collection  of  interest  without  exposing 
themselves  to  material  risk  with  respect  to  this  principal. 

With  regard  to  stock  and  shares  of  public  companies,  I 
need  say  but  little,  they  being  to  you  familiar  forms  of 
eeourity,  and  the  rules  concerning  them  being  laid  down  in 
the  many  well-known  manuals  on  the  Companies  Acts. 
Although  the  Comnanies  Act,  1862 — until  the  Companies 
Clauses  Act  (8  and  9  Vict.  c.  16,  s.  14)— does  not  in  terms 
require  transfers  of  shares  to  be  made  by  deed  (and  it  would 
appear  to  be  a  fair  construction  of  the  section  in  that 
behalf  that  any  formal  instrument  in  writing  purporting  to 
be  a  transfer  is  sufficient).  Yet  it  is  the  practice  to  have 
formral  transfers  executed  under  seal.  But  it  is,  no  doubt, 
clearly  against  the  spirit  of  the  Act— especially  when  viewed 
in  connection  with  the  Companies  Act,  1867,  which  for  the 
first  time  gives,  and  that  positively,  power  to  issue  *'  share 
warrants  to  bearer  transferable  by  delivery  "  (and  that  only 
in  the  case  of  fully  paid  up  shares) — that  shares  be  made 
transferable  by  delivery,  and  the  authorities  would  appear 
to  decide  that  shares  so  made  transferable  are  illegal. 

I  need  not  go  with  you  through  the  various  classes  of 
shares,  the  'ordinary,  the  preferred,'  and  the  •deferred," 
&o.  Their  treatment  would  be  more  proper  to  a  lecture  on 
the  law  of  companies  and  shareholders. 

Railway  bonds  are  by  Act  of  Parliament  specially  made 
negociable,  but  need  not  be  further  referred  to  m  this 
lecture. 

Having  so  far  treated  of  the  higher  form — what  I  might 
with  tolerable  accuracy  describe  as  investment  form — of 
marketable  securities ;  I  could  not  do  better  than  at  this 
stage  to  give  you  a  list  of  securities  in  which  trustees  may 
without  express  power  (in  the  instrument  creating  their 
trust)  safely  and  lawfully  invest. 

Previously  to  a  statute  of  ia59,  a  trustee  under  an  instru- 
ment giving  no  express  power  of  investment  could  not  safely 
invest  on  any  other  security  than  in  £.3  per  cent,  consolidated 
annuities ;  but,  by  the  statute  mentioned,  such  a  trustee 
(unless  forbidden  by  the  trust  instrument)  may  invest  on 
real  securities — that  means,  of  course,  on  mortgage  of  free- 
hold estate — in  any  part  of  the  United  Kmgdom,  or  on  the 
stock  of  the  Bank  of  England  or  Ireland,  or  on  East  India 
stock  ;  and,  by  virtue  of  a  statute  passed  in  the  following 
year,  and  of  an  official  general  order  made  in  pursuance  of 
such  statute,  such  a  trustee's  choice  of  investments  was 
extended  to  bank  stock,  East  India  stock,  exchequer  bills, 
£2}  per  cent,  annuities,  mortgages  (freeholds  and  copyholds 
in  England  and  Wales),  consols,  and  reduced,  and  new 
threes.  By  an  Act  of  1867,  the  term.  "  P^ast  India"  stock, 
already  used,  is  to  include  new  East  India  stock,  as  well  as 
old  ;  and  the  foreign  list  of  lawful  investments  is  extended 
to  any  securities  the  interest  of  which  is  guaranteed  by 
Parliament.  Furthermore  by  2  Acts  of  1871  trustees,  having 
power  to  invest  on  mortages  or  bonds  of  a  railway  or  other 
company,  may  invest  on  the  debenture  stock  of  such  oom- 


pany,  unless  a  contrary  intention  be  expreBsaim- n 
instrument ;  and  trustees,    thus  empowered  to  r 
government  securities,  may,  unlcf^s  forbidden  tr ; 
instrument    (whether    prior    to    1871    or  noti  i^-. 
Metropolitan  consolidated  Rtock. 

By  a  recent  act,  the  Settled  Land  Act,  truiUt^ 
power  to  invest  trust  moneys  or  capital  cc>iiiii.g  -  . 
socpe  of  that  Act  in  the  purchase  of  lands  a::.   ' 
ments  generally. 

The  next  class  of  negotiable  secarities  are  t'L<>k 
can  best  describe  as   ordinary    commercial  ajil  '. 
securities.    The^o  consist  of — 

I.  Hills  of  exchange  (Inland,  and  Forei^i. 

II.  Promissory  notes  (Inland  and  Foreign 

III.  Cheques. 

IV.  Bank  notes  and  bank  drafts. 

V.  Bills  of  lading. 

VI.  Roplevia  bonds  and  bail  bonds. 
With  regard  to  the  well-knowu    6ecuritie>— ^  . 

cheques,  and  drafts — I  must  confine  myob^erru:-    • 
as   small  a  limit  as  possible ;  as   it  is  or^n  :. ; 
thoroughly  master  the  law  with  regard  totbt-s^esc  - 
means  of    one   Act  of    Parliament,    the  fanru^ 
Exchange  Act,  1883,  which  is  a  complete  -n  .i 
coditi cation  of  that  law,  and  which  I  strongly  i  " 
every  one  of  you  to  carefully  study.     A  few  djIv- 
on  points  likely  to  be  overlooked  will  not  be  out  > : ' - 

It  is   a  well-known  rule  of  law,  that,  in  a.- 
ship  the  creditor  cannot  release  the  principal,  or  e 
into   a  new  contract  with  him  on    the   sctkc. 
guaranteed  debt,  without  thereby  releasing  th^  ^-'"' 
it  is,  therefore,  important  for  a  creditor,  as  sooq  l'  '  * 
has  accrued  against  a  principal  to  enforce  it  for  'J: 
of  the  surety.    If    the  analogy,  or,   rather.  tl.e 
between  a  bill  of  exchange — and  in  some  meascre^ 
sory  note — and  a  surety  agreement  could  on  It  ~^ 
mind  by  commercial  and  other  laymen,  muti-- 
standing  and  loss,  entailed  by  dealings  in  i^~- 
security,  would  be  spared.  The  fact  is — and  I  cam 
this  too  strongly  upon  you —that  the   accepccrc: 
the  principal  debtor ;  the  drawer,  the  surety,  aoJ  ^^• 
endorsee,  or  holder,   the   creditor.     It  thus  i*^- 
holder,  who  docs  not  wish  to  proceed  against  b-  l  . 
endorser,  to  enforce,  without  any  delay,  his  n^' 
the  acceptor,  unless  he  wishes  to  release  th«  ^  r 
the  other  hand,  the  acceptor  has  no  ground  ci 
against  the  holder  who  allows  time  to  any  d  .- 
parties  to  the   bill,  and  must  continue  Iiabk  - 
statute  of  limitations  release  him.    Of  coarse, :~ 
of  a  promissory  note,  or  a  cheque  or  draft,  the  vlk- 
the  place  of  the  acceptor,   and  the  inxmediAir  -. 
place  of  the  drawer.     The  preservation  in  vht. 
analogy  or  identity  of  rule,   will  make  cle&r  : 
numerous  (apparently  arbitrary)  enactments  «:-" ' 
notice,  necessary  to   be  given   to  certain  bst  r  . 
parties  to  bills  and  notice. 

I   must  not  quit  the   subject  of  this  class  c4  '■ 
security,   without  impressing  it  upon  the  yourec: 
present  that,  where  cheques,  or  other  securities  '* 
in  the  body  or  by  endorsement)  made  payable  u  :- 
they  having  no  personal  interest  in  tbe  matter.  > 
acting  as  agents  or  assistants  to  others  (e.^.,  ih.:? . ' 
should,  when  endorsing  the  security,  in  cAch  »"** 
words  sans  rccours^  or  **  without  recourco  to  r.* 
to  prevent  themselves  from   becoming  pers-^cs- 
the  next  or  any  subsequent  holder.    This  pr?«-i 
know,  too  often  overlooked ;  and  1  hope  my  rtsJ 
not  offend  anyone. 

The  other  personal  negociable  securities,  not  :  *-'" 
noticed,  are  (1)  bills  of  lading  which  are  practice 
tile  warrants  for  the  delivery  of  goods  to  ordkr  i: 
and  which,  by  endorsement  and  delivery,  p*^  ^' 
in  the  goods  to  the  indorsee  subject  to  the  rifat  ci 
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•ndor  to  stop  in  *  transita  '  (a  tectnical  term  which  will  be 
rplained  in  treating  of  another  part  of  our  subject) — of 
hich  right  the  indorsee  maj,  however,  deprive  the  vendor  by 
uiorsing  a  bill  over  for  valuable  consideration  and  bniA  fide 
)  rcplevia  bonds,  and  bail  bonds,  which  are  of  such  rare 
-curence  (especially  outside  the  pale  of  strictly  legal 
actico)  that  no  further  reference  need  now  be  made  to 
em. 

Wo  now  come  to  the  second  great  class  of  securities,  viz. : 
osc  which  are  not  marketable  in  the  ordinary  sense  of  the 
ird  ;  and,  as  I  have  already  said,  my  first  division  of  this 
iss  comprises  those  securities  of  lasting  record. 
Foremost  in  this  division  is  the  mortgage  proper,  a 
?hnical  security  which  only  a  lawyer  is  entitled  to  pre- 
jrc  and  charge  for,  and  which  only  a  lawyer  can  properly 
nstrue.  I  will,  however,  give  you  certain  general  prinoi- 
is  on  the  law  of  this  security,  which  will  be  of  use  to  you 
cver}'^  day  practice  and  cxpericnco. 

Tlic  principal  works  of  authority  on  the  law  of  mortgages 
c: — (1)  **  Coote  on  Mortgages":  {1\  "Fisher  on  Mort- 
ges,'*  and  (3)  "  Miller  on  Kquitable  Mortgages." 
In  dealing  with  the  mortgage  proper,  I  will  first  give 
me  notes  on  the  (;oneral  nature  and  form  of  that  security, 
dgo  Josiah  Smith's  definition  of  a  legal  mortgage  is  '•  a 
:urity  created  by  means  of  a  transfer,  by  a  debtor  to  his 
editor,  of  the  legal  ownership  of  real  or  personal  estate, 
bjoct  to  be  defeated  on  the  discharge  of  the  debt."  The 
nier  transaction  is  therefore  carried  out  by  means  of 
Iced. 

I  would  now  point  out  to  you  the  all-important  principle, 
.xt,  however  absolutely  the  property  may  be  conveyed, 
cording  to  the  expressed  terms  of  the  deed,  if  the  deed 
.s  intended  as  only  a  security  for  money,  the  transaction 

II  be  treated  in  lav^  as  a  mortgage,  and  evidence  of  any 
id,  whether  written  or  not,  will  he  admitted  to  show  the 
-.ention  of  the  parties. 

Thero  is  a  kind  of  mortgage  called  a  Welsh  mortgage — 
w,  however,  fallen  into  disuse — in  which  there  is  no  con- 
ion  or  proviso  for  repayment  at  any  time,  the  agreement 
tjig  that  the  mortgagee,  to  whom  the  estate  is  conveyed, 
all  receive  the  rents  until  his  debt  is  paid ;  and,  in  such 
se,  the  mortgagor  and  his  representatives  are  at  liberty  to 
ieem  it  at  any  time. 

)lom  may  take  it  as  a  general  rule  that  terms  of  re-pur- 
xsc — whether  such  terms  are  or  are  not  inserted  in  the 
34.1 — existing  at  the  time  of  the  execution  of  a  deed  of 
parently  absolute  conveyance  will  cause  the  courts  to 
(ard  the  transaction  as  a  mortgage  ;  but  when  the  trans- 
:ion  is  clearly  one  of  bona  fide  purchase,  with  a  right  of 
purchase,  the  time  limited  ought  precisely  to  be  observed, 
d  there  is  no  principle  on  which  the  court  can  relieve,  if 
s  not  so  observed. 

If  the  money  paid  by  the  grantee  would  be  a  grossly 
kdcquate  price  for  the  absolute  purchase  of  the  estate ; 
if  he  was  not  let  into  immediate  possession  of  the  estate  ; 
if  he  accounted  for  the  rents  to  the  grantor  and  only 
aiued  an  amount  equivalent  to  interest :  if  the  expense 
preparing  the  deed  of  conveyance  was  borne  by  the 
inter — any  of  these  circumstances  has  been  considorcd  as 
dence,  showing,  with  more  or  less  cogency,  that  the 
ivoyance  was  intended  merely  by  way  of  security, 
.will  put  this  whole  matter  pretty  plainly  by  saying,  in 
5  words  of  one  of  our  best  authorities  on  Equity  Jurispru- 
ice,  that  **if  a  transaction  is  to  be  considered  in  the 
fit  of  a  mortgage  as  to  one  party,  it  must  as  regards  the 
icr,"  and  that  (I  may  add,  as  I  have  said  before)  regard- 
s' of  the  actual  terms  of  any  dee<l  executed  by  the  pirties. 
before  treating  of  the  particular  contents  of  mortgage 
>ds,  I  would  give  you  a  few  maxims  or  leaciing  principles, 
certain  of  th5  better-known  inci.lents  of  the  mortgage 
urity : 

First. — A  mortgagee  is  not  allowed  to  obtain  any 
advantage  out  of  the  security,  beyond  his  princi- 
pal and  interest* 


Seamd. — A  mortgagee  cannot,  at  the  time  of  the 
mortgage,  stipulate  that  if  the  interest  be  not 
paid  at  the  time  agreed  apon,  it  shall  be  con- 
verted into  principal.     (To  convert  interest  into 
principal  the  interest  must  first  become  due,  and 
then  there  must  be  at  least  an  agreement  in 
writing,  signed,  to  make  it  principal). 
Third. — If  a  certain  rate  of  interest  is  reserved,  an 
agreement  that  if  such  interest  be  not  punctually 
paid  a  higher  rate  of  interest  shall  be  payable,  is 
in  the   nature  of  a  penalty,  against  which  the 
court  will  relieve.     (But  the  same  object  may  bo 
obtained — as  is  often    done — by    reserving    the 
higher  rate,  and  providing  for  an  abatement  in 
the  event  of  punctual  payment). 
Fourth. — Until  recently,  a  mortgagee  was  not  bound 
to  produce  his  mortgage  deed  (of  whatever  date) 
-or,  indeed,  any  of  the  deeds  in  his  possession-  - 
to  the  mortgagor  or  any  person  claiming  under 
him,  until  payment  of  the  principal  and  interest 
due,  and  his  costs ;  but  now,  by  virtue  of  the 
Conveyancing  and  Law  of  Property  Act  of  1881, 
a  mortgagor  whose  mortgage  was  given  after  the 
commencement  of  the  Act,  may,  at  his  own  cost, 
anrl  on  payment  of  the  mortgagee's  cost  in  that 
behalf,  inspect  and    make  copies,  &o.,  of    the 
documents  of  title  confined  within  hia  mortgage, 
and  in  the  power  of  the  mortgagee  ; 
Fifth. — The  court  will  not  prevent  a  mortgagee  from 
using  all  the  remedies  (hereafter  to  be  described 
or  enumerated)  belonging  to  his  capacity  of  mort- 
gagee, and  exercising  all  the  powers  that  are 
given  to  him,  as  and  where  he  pleases,  and  even 
concurrently. 
With  regard  to  the  kinds  of  property  and  interesta  which 
may  be  legally  mortgaged,  I  may  say,  and  generally,  that 
every  description  of  property,  and  every  species  of  interest 
in  it,  capable  of  absolute  sale,  may  bo  the  subject  of  a  legal 
mortgage  or  its  equivalent  in  equity. 

A  mortgage  of  freehold  land  is  now  invariably  effected  by 
deed  of  grant,  conveying  all  the  mortgagor's  interest  in  the 
property  to  the  mortgivgee  in  fee  simple,  and  never,  as 
formerly,  by  leu.se  for  a  long  term  of  3'eai*s.  (If  the  land  is 
subject  to  a  rent  charge  or  chief  rent,  the  mortgagee  is 
expressed  to  take  subject  to  that  incumbrance,  but  without 
his  covenanting  to  pay  it). 

The  grant  is  expressed  to  be  made  subject  to  a  proviso, 
which  iis  inserted  in  the  mortgage,  that  if  the  money  it 
paid  on  a  day  named,  which  is  usually  six  months  from  the 
date  of' the  deed,  the  mortgagee  shall  re-convey  the  property 
to  the  mortgagor.  Then  follow  covenants  by  the  mortgagor 
with  the  mortga<;ee  for  payment  of  principal  and  interest, 
on  the  appointed  day,  and,  if  the  principal  is  not  paid  on 
that  day,  for  the  future  payment  of  interest  half-yearly ; 
then,  if  the  property  consists  of  houses  or  buildings,  a 
covenant  for  insurance  with  provisions  enabling  the  mort- 
gagee to  insure  in  case  of  the  n«ortgagor*s  default ;  then 
covenants  for  title,  which  are  always  absolute  ;  and,  lastly, 
the  power  of  sale. 

With  regard  to  the  covenants  for  title,  the  Conveyancing 
and  Law  of  Property  Act,  1881,  already  mentioned,  has 
made  such  covenants  unnecessary,  in  cases  where  certain 
magic  words,  mentioned  in  the  statute,  are  used  in  an  early 
part  of  the  operative  part  of  the  deed  ;  but,  as  this  matter 
more  particularly  concerns  conveyancers,  and  will  have  but 
little  interest  for  members  of  your  profession,  I  need  not  go 
into  further  details.  In  the  case  of  money  being  advanced 
by  several  trustees  (where  it  is  important  that  the  benefit 
of  the  mortgage  should  belong  to  the  survivors)  a  statement 
is  made  in  the  mortgage  that  the  money  i^  advanced  on  a 
*'  joint  account "  without  disclosing  the  fact  that  the 
partiep  are  trustees. 

Mortgages  of  leaseholds  are  made  either  by  assigument 
for  all  tne  term  and  interest  of  the  mortgagor,  or  by  demise 
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or  underlease  for  all  the  term,  except  the  last  day,  or  the 
last  few  days.  The  latter  ecu  wo  Bhould  generally  be 
adopted  where  the  rent  reserved  by  the  lease  in  more  than 
nominal,  or  the  covenants  are  onerous,  for,  if  the  mortgagee 
takes  an  assignment,  a  "  privity "  is  at  once  established 
between  him  and  the  lessor,  and  he  may  be  saed  for  the 
rent  or  for  a  breach  of  any  of  the  covenants. 

A  mortgagee,  whether  legal  or  equitable,  of  leasehold 
premises,  includes  the  goodwill  of  a  trade  followed  on  the 
premises  and  the  fixtures. 

A  mortgage  of  copyholds  is  usually  effected  by  a  *  surrender* 
to  the  mortgagee,  subject  to  a  condition  for  making  the 
surrender  void  on  payment  of  principal  and  interest  on  a 
given  day.  The  surrender  is  generally  accompanied  or  pre- 
ceded by  a  deed,  containing  covenants  for  payment  of 
principal  and  interest,  (and  for  insurance,  'if  necessary), 
covenants  for  title,  and  a  power  of  sale,  similar  to  the 
covenants  and  power  contained  in  a  mortgage  of  freeholds. 
The  mortgagee  is  seldom  *  admitted,'  as  that  would  involve 
the  payment  of  a  fine,  and  would  render  the  mortgagee 
liable  to  the  customary  services  ;  and  it  would  also  involve 
the  necessity  of  a  re-admission  of  the  mortgagor  on  the 
mortgage  being  paid  off.  On  the  repayment  of  the  mort- 
gage money  the  mortgagee,  if  he  has  not  been  previously 
admitted,  usually  gives  a  warrant  to  the  steward  to  vacate 
the  surrender,  and  a  receipt  for  the  mortgage  money 
should  be  indorsed  on  the  deed  accompanying  or  preceding 
the  surrender. 

With  regard  to  reversionary  interests,  I  need  only  say  that 
the  form  of  mortgage  is  framed  so  as  to  cover  every  possible 
interest  in  both  land,  chattels  and  invested  funds ;  and  that, 
where  possibly  obtainable,  the  mortgagee  stipulates  that  the 
t«nant  for  life,  or  some  other  person  whose  property  in 
possession,  is  of  sufficient  extent,  should  covenant  for  pay- 
ment of  interest  until  the  reversion  falls  into  possession  (the 
security  usually  includes  a  power  of  attorney  to  receive  the 
money,  or  equivalent  share  direct  when  the  reversion  shall 
fall  into  possession.)  A  most  important  essential  to  the 
'value  of  a  security  over  this  class  of  property — and  I  cannot 
impress  it  upon  you  too  cogently — is  that  written  notice  of 
the  security  should  be  given  to  the  trustee  or  executor, 
responsible  for  the  final  distribution  of  the  estate. 

And  with  respect  to  life  estates,  and  other  limited 
interests,  terminable  on  some  event,  the  happening  of  which 
is  uncertain  as  to  time,  a  policy  of  insurance  is  generally 
effected  on  the  life  of  the  tenant  for  life,  or  other  limited 
owner,  for  the  benefit  of  the  mortgagee:  the  mortgagor 
covenanting  to  pay  the  premiums. 

Perpetual  rent  charges — or,  as  they  are  better  known  in 
ordinary  Manchester  parlance,  *'  chief  rents  " —  are  con- 
veyed by  deed  in  similar  terms  to  ordinary  freeholds,  and 
require  therefore  no  special  notice.  Rent  charges,  being 
themselves  in  the  nature  of  securities,  are  included  in  the 
latter  part  of  my  syllabus,  and  will  be  specially  dealt  with 
in  due  course. 

The  only  special  comment,  I  need  give  yon  with  regard  to 
the  mortgage  of  an  Advowson,  is  that — a  mortgagee 
is  not,  as  I  have  already  stated,  allowed  any  advantage 
beyond  securing  his  principal,  and  interest — where  the  living 
becomes  the  subsistence  of  the  security,  the  mortgagor  has 
the  right  of  nomination,  while  the  mortgagee  has  the  right 
of  presentation ;  but  the  latter  right  is  of  but  little  advan- 
tage, as  the  mortgagee  is  compellable  in  equity  to  present 
the  mortgagor's  nominee. 

While  on  the  subject  of  church  livings,  I  may  add  that 
the  statute,  1  and  2  Vict.  o.  106,  authorises  the  bishop,  on 
the  avoidance  of  a  benefice  not  having  a  fit  house  of  resi- 
dence, to  raise  money  for  building  a  residence,  by  mortgage 
of  the  globe,  lithes,  rents  and  profits ;  and  also  prescribes  a 
form  of  mortgage. 

A  mortgage  or  transfer  of  a  mortgage  of  a  British  ship,  or 
any  share  in  her,  must  be  in  the  specified  form,  under  seal 
and  attested,  and  registered ;  and  the  date  and  hour  of  its 
entry  must  be  endorsed  upon  the  document. 


The  transmission  of  sncfa  a  mortgage  (eitle:  * 
bankruptcy,  marriage,  Ac.,)  must  also  be  regis:^rt: 
such  mortgage  is  discharged,  satisfaction  is  u>  >;  --: 
the  registry. 

The  mortgage  of  letters  patent,    annuiiie.H.  lit- 
legacies,  Ac,  do  not  call  for  any  special  notice,  ex- 
in  the  case  of  legacies,  the  executors'  assent  to  :;  i 
must  be  obtained  before  the  legatee   has  anjihiiif 

gage- 
It  often  happens  that  a  mortgagee  require?  >. 

money,  either  temporariiy  or  for  some  len^h  vi  :-- 

induced  to  mortgage  his  interest   under  hi-  c     ^ 

The  security  executed  by  him  is  comiponly  k. "  « 

"sub-mortgage,"  and  by  this   he    conveys  no:       1 

benefit  of  the  security,  and  of  the  powers  it  .    '    ^ 

also  the  actual  property  or  assets,  included  in  h>  - 

subject  to  the  original  mortgagor's  equity  of  reden:'- 

Under  the  Burial  Acts,  moneys  adranced  to  ir.r 
ties  for  the  laying  out  of  cemeteries,  and  tin   ■     i 
buildings  may  be  secured  by  a  charge  upon  future 
this  being  a  security  of  not  every-day  occurreD't  -    ' 
further  reference.  ' 

I  must  not  conclude  this  part  of    inj'^  Icci  .r< 
giving  you  some  notes  on  one  of  the  conditions   *i 
gage  transaction),  which  is  not  expressed  in  th^  - 
which  (unless  expressly  negatived  or  varied  by  sr- 
infalliblv  binding  on  both  parties.     This  imp- 
tion  is  the  one,  possibly  familiar  to  the  elder  n 
your  society,  that  the  mortgagee  shall  not  be  o~ 
receive  his  principal  and  give  up  his  security  ex": 
the  end  of  the  time  (generally  six  months^  fiiei  1- ' 
the  mortgage  for  repayment :  or  (2)  at  the  end  -^  ?- 
after  the  giving  by  the  mortgagor  of  notice  of  '-* 
intention  to  repay ;  or  (3)  unless,  at  the  time  >^  ^    i 
principal  and  interest,  six  months*  interest  m  ^ 
included,  this  latter  interest  being  said  to  be  •'  -      I 
lien  o1  notice." 

I  may  say  that  I  have  met  with  much  misarr 
among  members  of  various  professions,  incluJict . 
own,  as  to  the  effect  of  the  recent  CouTeyancin;  « 
this  implied  stipulation— a  misapprehension  ari»:z. 
the  alteration  by  that  statute  of  the  customar}  .:^ 
notice    to  be  given  by  the  mortgagee   to  the  li 
before  exercise  of  the  power  of  sale   and  other  -.?i 
powers.    The  former  length  of    this    notice   vt^  ' 
ally    six    months  ;    but     is    now     (in    the   ^^ 
special  provision  in  the  deed)  three  months  c4l\ 
is,  however,^  no  legal  connection  between  the  iv  : 
and  this  is  the  fact  overlooked,  and,  in  the  ^>;:* 
special  provision  to  the  contrary,  the   old  penx 
months  which  a  mortgagee  is  entitled  to  noticr  >  ^ 
rule.    I  must,  however,  record  here  what  I  hsw  -"' ' , 
professionally,  that  the  fairest  way  of    dealinf  »*  '' 
sometimes  harsh  provision  is  to  allow  the  mort^"   ^ 
for  SIX  months*  bank  interest,  or  else  arrange  ik^  '- 
cipal  shall  be  placed  in  the  bank,  and  proporticsfr>  -  '1 
ance  made  to  mortgagor  if  the  amount  is  investae  • 
rates  of  interest)  within  six  months.  i 

My  last  word  is  this — and  it  is  of  no  minor  ifaq*-"'^  ^  i 
a  public  accountant — that  arrears  of  interest  are  ."^f^ ' 
able  by  action  in  case  there  is  a  covenant  in  the  r  '-  | 
(or  any  accompanying  deed)  12  years  (fomieriy  -  .' 
and  after,  in  case  there  is  no  such  covenant,  six  j?i> 
the  date  of  the  last  payment  or  acknowledgeme&t  ^ '' 
being  due.  End  of  Part  2. 
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SUBJECTS  FOR  PRELIMINARY  EXAMINATION,  2nd,  3rd  and  4th  June,  1885. 

ur...».  ^^  crw«»ii»o^i^»       ^l«t  and  2nd  Days— 10  to  12—2  to  4--4.30  to  6. 
Hours  of  Examination:-   3^  Day-10  to  12-2  to  4. 


1. — Writing  from  dictation. 

2. — Writing  a  short  English  composition. 

3. — Arithmetic. 

4. — Algebra,  to  Quadratic  Equations  (inclusive). 


5. — Euclitl  (the  first  four  books). 

6. — Geography — The  British  Isles,  and  France. 

7.— History  of  England— 11 3S— 1327. 

8. — Latin  Elementary. 


9. — And  in  any  two  of  the  following  subjects,  one  of  which,  at  least,  must  be  a  language,  to  be  selected  by  the 
Candidate : — (1)  Latin ;  (8)  Greek,  Ancient ;  (3)  French ;  (4)  German ;  (5)  Physics  ;  (6)  Chemistry ;  (7)  Animal  Physiology  ; 
(8)  Klectricity,  Magnetism,  Light  and  Heat ;  (9)  Geolo^Qr ;  (10)  Higher  Mathematics. 

The  following  Books  have  been  selected  for  the  Examination  of  Candidates  in  the  optional 
sufajects   of  the  Preliminary  Examination,  to  be  held  in  June,  1885:— 


l.-^Lalm.    GsBsar,  BeU.  Gall.  I.,  n. 

2. — Greek.  •  Homer.  Od.  IX. 
*S.r-French.    No  special  book. 
*  4 . — Oemum.    No  special,  book 

5. — Physics.    The  eleinipiits  ot  Mechanics, 
Hydrostatics,  and.P)lleumaties. 


6. — Chemistry.    The  principal  elements  and  their 

more  important  inorganic  compounds. 
7. — Animal  Physiology. 
8. — Electricity,  Magnetism,  Light  and  Heat. 
9. — Geology. 


10. — Htgher  Mathematics.    Algal»a,  Trigonometry  and  the  first  six  books  of  Euclid,  or  the  subjects  thereof. 

Books  Recommended.  -Epochs  of  Modem  History :— Stubb's  Early  Plantagcnets  (Longmans,  2;e). 
Magnas's  Mechanics  and  Hydrostatics  (Longmans,  1/GK  Lodge's  Mechanics  (Chambers,  3/-).  6.  Roscoe's  Lestions 
I.  to  XXV.  (Macmillan,  4/6).  7.  Hoxley's  Physiology  (Macmillan,  4/6).  8.  Balfour  Stewart's  Physics  (Macmillan,  4/6). 
10.  Hamblin  Smith's  Algebra  (Rivington,  3/-.)    Todhnnter's  Trigonometry  (Macmillan,  5/-). 


J. 


*  The  examination  in  French  and  ^^^trffi^*'  will  consist  of  the  translation  of  easy  passages  from  those  languages  into 
}':nglish,  questions  in  Grammar,  and  translation  of  single  sentences  from  English  into  French  or  German. 


SUBJECTS  FOR 


INTERMEDIATE  EXAMINATION,  9th  and  10th  June,  1885. 
FINAL    EXAMINATION,    AND    EXAMINATION    EQUIVALENT    TO    THE 
FINAL,  16th,  17th  and  18th  June,  1885. 

Hours  of  Examination :— 11  to  1—2.30  to  4.30. 


Subjects  for 
Intermediate 
Examination. 


1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 


Book-keeping  and  Accounts. 

Auditing. 

The  adjustment  of  Partnership  and  Executorship  Accounts. 

The  rights  and  duties  of  Liquidators,  Trustees  and  Receivers. 

The  principles  of  the  law  of  Bankruptcy. 

The  principles  of  the  law  relating  to  Joint  Stock  Companies. 

The  principles  of  Mercantile  Law. 

The  principles  of  the  law  of  Arbitrations  and  Awards. 


Suitfjects/or 
Final 
Examination. 


The  following  Books  on  the  subjects  of  the  Intermediate  and  Final  Examinations  are  recommended  to  Students 

Pollock's  Digest  of  the  Law  of  Partnership,  Third  Edition,  (Stevens  &  Sons,  8/6). 

Ringwood  on  the  Principles  of  Bankruptcy,  Third  Edition,  (Stevens  &  Haynes  10,6). 
j   Buckley  on  the  Companies*  Acts,  Fourth  Edition,  (Stevens  &  Haynes,  32/-,  or 
]   Hurrelf  and  Hyde  on  the  Law  of  Joint  Stock  Companies,  Clowes  &  Sons,  17/6). 
Slater  on  the  Principles  of  Mercantile  Law,  (Gee  &  Co.,)  7/6. 

Slater's  Epitome  of  the  Law  of  Arbitration  and  Awards,  (Gee  &  Co.,)  7/6.  % 

Walker's  Compendium  of  the  Law  of  Executors  and  Administrators,  (Stevens  &  Haynes,  21/-). 


/ 
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